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FEDERAL ENERGY REGULATORY COMMISSION 
WASI-IINGTON. D.C. 20426 

In Reply Refer To: 
Office of Enforcement 
Docket No. PA05-9-000 
July 17,2006 

Michael S. Beer 
Vice President, Federal Regulation and Policy 
LG&E Energy Services, Inc. 
220 West Main Street 
Louisville, KY 40202 

Dear Mr. Beer: 

I .  
audit of LG&E Energy LLC (LG&E) for the period from January 1,2003 to December 
3 1, 2005. The enclosed audit report explains our audit findings and recommendations. 

2. On June 29,2006, you notified us that LG&E agreed with our audit findings and 
recommendations. I hereby approve and direct the recommended corrective actions. A 
copy of your response is included as an Appendix to this audit report. 

3. 
order and submit quarterly filings describing LG&E's progress completing each 
corrective action, including dates it has completed each corrective action. The filings 
should be made no later than 30 days after the end of each calendar quarter, beginning 
with the first quarter after this audit report is issued, and continuing until all the 
corrective actions are completed. 

4. The Commission delegated the authority to act on this matter to the Director of OE 
under 18 C.F.R. 5 375.314 (2006). This letter order constitutes final agency action. Your 
Company may file a request for rehearing with the Commission within 30 days of the 
date of this order under 18 C.F.R. 5 385.713 (2006). 

5. This letter order is without pre,judice to the Commission's right to require hereafter 
any adjustments it may consider proper from additional information that may come to its 
attention. 

The Division of Audits within the Office of Enforcement (OE) has completed the 

LG&E should file an implementation plan within 30 days of the date ofthis letter 



6 
please contact Mr. Bryan K. Craig, Director, Division of Audits at (202) 502-8741 I 

I appreciate the courtesies extended to the auditors. if you have any questions, 

Director 
Office of Enforcement 

Enclosure 
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I. EXECUTIVE SUMMARY 

A. Overview 

The Office of Enforcement (OE)’ has completed an audit of the operations of 
LG&E Energy LLC (LG&E).* For purposes of the audit, the relevant parts of LG&E’s 
corporate structure included: 

The two utilities (Louisville Gas & Electric Company and Kentucky litilities 
Company), each of which operates a system control center, 

LG&E’s service company (LG&E Energy Services, Inc.). and 

LG&E’s Marketing and Energy Affiliates, including LG&E’s wholesale merchant 
function (WMF) and its affiliated power marketers 3 ;  LG&E’s principal affiliated 
power marketer during the audit period was LG&E Energy Marketing, Inc. (LEM). 

The audit covered the period from .January 1,2003 through December 3 1,2005, 
and focused on LG&E’s compliance with: 

LG&E’s Code of Conduct, which requires the physical, operational, and functional 
separation of LG&E’s WMF and its affiliated power marketers, 

The Commission’s Standards of Conduct under Order No. 2004 and 18 C.F.R. Part 
358 (ZOOS), which requires the transmission function to operate independently from 
LG&E’s energy marketing operations, 

LG&E’s market-based rate tarif6 and 

‘ On April 16,2006, the Office of Market Oversight and Investigations changed its 
name to the Office of Enforcement. 

* On December 1,2005, LG&E Energy LLC announced it changed its name to 
E.ON US. 

L.G&E Power Mkig., lnc , 68 FERC fi 61,247 (1994); mod$ed 011 otl?ergroirtds, 
69 FERC fi 61,153 (1994). LG&E Power Mktg.’s name was changed to LG&E Energy 
Marketing Inc. (LEM). See Notice of Name Change, Docket No. ER97-3418-000 (filed 
June 24, 1997). 

1 
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Midwest IS0 (MISO) Open Access Transmission Tariff (OATT) 528 6 Restrictions 
on Use of Service; 530.1 Designation of Network Resources; Ij30.4 Operation of 
Network Resources; and 530.7 Limitation on Designation of Network Resources. 

B. Summary of Compliance Findings 

Our audit findings are based on materials provided by LG&E in response to data 
requests, interviews with LG&E staff members, site visits, and a review of publicly 
available documents. LG&E has been very cooperative throughout the audit. 

Based on our examination of the Code of Conduct, Standards of Conduct, Market- 
Based Rate Tarifc and MISO’s OATT at LG&E, we identified nine areas of non- 
compliance. 

Code of Conduct Compliance 

Functional, Physical, and Operational Separation ofLG& E’s WMF and Affiliated 
Power Marketer: LG&E’s WMF and its principal affiliated power marketer (LEM) 
were not functionally, physically, and operationally separate to the maximum extent 
practical, as required by LG&E’s Code of Conduct. Both WMF and LEM 
functionally reported to the same company officer and LEM shared physical facilities 
with WMF traders and with mid-office and back-office functions for the WMF. 
WMF and LEM operationally shared a telephone recording system to capture trading 
and dispatch conversations. 

Sharing ofMarket Information: LG&E’s WMF shared market information with its 
principal affiliated power marketer (LEM) through presentations at joint staff 
meetings, in violation of LG&E’s Code of Conduct. Also, the password access 
controls to the shared Energy Management System (EMS) were inconsistent with 
LG&E’s password security policy 

Posting oflrformation on Sales io Affiliates at Market-Based Rates: LG&E was 
required to post on an electronic bulletin board (EBB) information on energy sales at 
market-based rates from its WMF to its affiliated power marketer (LEM). LG&E’s 
Code of Conduct required the price of such sales to be no lower than the rate charged 
to non-affiliates, and required simultaneous postings on an EBB of WMF’s offers to 
sell to LEM and WMF’s actual sales to LEM. Our review of LG&E’s archived EBB 
postings disclosed that LG&E’s EBB was not accessible to non-affiliated market 
participants for a period of time, and the information that LG&E posted on the EBB 
was not consistent with the requirements in LG&E’s Code of Conduct 

2 
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Standards of Conduct Compliance 

0 

e 

e 

. 

Disclosures of Transtnission and Czistotner Itfortnation: LG&E transmission 
employees improperly disclosed non-public transmission and customer information to 
employees of its WMF that was not contemporaneously available to the public, and 
failed to post in a timely manner the information disclosure on OASIS: (1) on at least 
three occasions, LG&E transmission employees disclosed real-time transmission 
system status information to LG&E Energy and Marketing affiliate employees during 
telephone calls concerning generation re-dispatch; (2) on at least one occasion, LG&E 
made transmission expansion planning information available to marketing employees; 
and (3) on a monthly basis through February 2005, a transmission employee sent e- 
mails to a marketing employee containing load data of third-party customers. 

Standards of Conduct Training: The scope of LG&E’s Standards of Conduct training 
program was inconsistent with Commission regulations and with LG&E’s training 
implementation plans. More than one year after the effective date of Order No. 2004, 
LG&E had failed to provide Standards of Conduct training for several hundred of the 
employees LG&E was required to train. 

Controls Used to Limit Access to System Control Centetx LG&E did not follow its 
posted implementation procedures to control and track access by the employees of its 
Marketing and Energy Affiliates to LG&E’s two system control centers, including the 
requirement that LG&E marketing employees obtain permission from the Chief 
Compliance Officer ( 0 )  before visiting the system control centers. 

Organizational Charts: The organizational chart postings failed to include or 
accurately show: detailed organizational charts for business units engaged in the sales 
function; the position of LG&E’s Marketing and Energy Affiliates within the 
corporate structure; and all of the business units that are part of LG&E’s service 
company. 

Shared Facilities: LG&E did not post a list of the facilities shared by the 
Transmission Provider and LCZiE’s Marketing and Energy Affiliates as required by 
I8 C.F.R. (j 358.4(b)(2) (2005). 

Market-Based Rate Tariff Compliance 

Electric Quarterly Report Inaccziracies: L.G&E’s E,lectric Quarterly Report (EQR) 
filing for the first quarter of 2005 contained inaccurate information. LG&E 
inaccurately reported several sales transactions from its WMF to its affiliated power 
marketer (LEM) and reported invalid Data Universal Numbering System (DUNS) 
numbers for several other customers. 

3 
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C. Summary of Recommendations 

Detailed recommendations are included in Sections 111, IV, and V of this Audit 
Report that describe the compliance findings. Following is a brief summary of those 
recommendations. We recommend that LG&E: 

Implement its planned actions to ensure that WMF and LEM employees are 
functionally, physically, and operationally separate to the maximum extent practical. 

Create and implement policies and procedures to ensure that there is no exchange of 
market information inconsistent with LG&E’s Code of Conduct, and to conduct an 
independent review after implementation of a new EMS system to ensure that market 
information (and transmission information) is not accessible to employees who should 
not have access to such information. 

Develop written policies and procedures regarding the use of its EBB, and develop a 
plan for making the EBB more accessible to non-affiliated market participants. 

Post OASIS notices for all identified disclosures of non-public transmission 
information. Specific recommendations include creating controls to prevent 
disclosure of non-public transmission and customer information as part of 
transmission operations, during meetings attended by transmission and marketing 
employees, and through e-mail exchanges of information. 

Strengthen the implementation of its training program, specifically, to develop written 
policies and procedures to ensure that new employees receive training, and conduct 
periodic reviews to ensure that all of the employees that require training are scheduled 
for, receive training, and are certified. 

Review and strengthen its system control center access procedures to ensure that 
LG&E marketing employees do not have access that differs in any way from the 
access available to other transmission customers. 

Revise its posted organizational charts to show the business units engaged in sales 
functions, the position of all Marketing and Energy Affiliates within its corporate 
structure, and sufficient detail to indicate that LG&E’s service company is the 
employment mechanism for the Marketing and Energy Affiliates and the 
Transmission Provider. 

Revise its shared facilities postings to identify all facilities that LG&E’s Marketing 
and Energy Affiliates share with service employees who have access to non-public 
transmission or customer information. 

4 



Docket No. PA05-9-000 

Strengthen its written procedures to ensure that EQR filings are in compliance with 
Commission regulations, and to refile inaccurate EQR data identified in this Audit 
Report. 

D. Actions Already Taken by LG&E 

LG&E has already taken a number of corrective actions in response to our 
compliance findings to come into compliance with the Standards of Conduct and 
LG&E’s Code of Conduct. These actions are enumerated in detail in Sections 111, IV, 
and V of this Audit Report that describe the compliance findings. 

As part of the audit scope, audit staff examined LG&E’s use of network 
integration transmission service (NITS) for the audit period prior to April 1,2005, the 
beginning of the MIS0 Day 2 market. After working with audit staff to perform the 
review of LG&E’s use of NITS, LG&E committed to enhancing its “Before the Purchase 
System” (BPS) by creating detailed control processes to ensure its compliance with the 
OATT and the proper use of NITS. LG&E’s BPS is a software product that determines 
when a bi-lateral power purchase can be reasonably expected to serve native load and can 
be imported using network integration transmission service. LG&E’s BPS system 
provides traders a systematic process for determining if a purchase should be imported 
using NITS before purchases are made and scheduled. The BPS helps ensure LG&E’s 
compliance with the Commission’s approved uses for NITS. 

E. Implementation Plan 

We recommended that LG&E submit an implementation plan to the audit staff for 
our approval detailing LG&E’s plans to comply fully with the findings and 
recommendations in this Audit Report. The implementation plan should describe the 
actions LG&E has already taken, and will take. that are consistent with and 
complementary to any future structural and organizational changes that LG&E may 
undertake. 

The implementation plan should be submitted within 30 days of issuance of a 
Final Audit Report in this docket. In addition, LG&E shall make quarterly filings 
updating the audit staff of its progress on implementing the plan. The filings shall be 
made no later than 30 days after the end of each calendar quarter, beginning with the first 
quarter after this audit report is issued, and continuing until all the corrective actions are 
completed. 

5 
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11. INTRODUCTION 

A. Objectives 

The overall audit ob,jectives were to determine compliance with: 

0 LG&E’s Code of Conduct, which requires the physical, operational, and functional 
separation of the utilities‘ WMF and its affiliated power marketers. 

The Commission’s Standards of Conduct under Order No. 2004 (and prior to 
September 22. 2004, under Order No. 889‘), which requires a Transmission 
Provider’s employees engaged in transmission system operations to function 
independently from employees of its Marketing and Energy Affiliates.s Standards of 
Conduct compliance was also evaluated against LG&E’s own implementation 
procedures.6 

Open-Access Same-Time Information System formerly Real-Time Information 
Networks) and Standards of Conduct, Order No. 889,61 FR 21737 (May 10, 1996), 
FERC Stats. & Regs., Regulations Preambles 7 3 1,035 (Apr. 24, 1996); order on reh ’g, 
Order No. 889-A FR 12484 (March 14, 1997), FERC Stats. & Regs., Regulations 
Preambles 7 3 1,049 (March 4, 1997). 

’ Standards ofConduct for Transmission Providers, Order No. 2004,68 FR 691 34 
(Dec. 1 I ,  2003), FERC Stats. & Regs., Regulations Preambles 7 31,155 (Nov. 25, 2003), 
order on reh’g, Order No. 2004-A. 69 FR 23562 (Apr. 29, 2004), FERC Stats & Regs., 
Regulations Preambles 731,161 (April 16,2004), order on reh ’g, Order No. 2004-B, 69 
FR48371(Aug. 10,2004), FERC Stats. &Regs., Regulations Preambles? 31,166 (Aug. 
2,2004), order on reh ’g, Order No. 2004-C, 70 FR 284 (Jan. 4, ZOOS), FERC Stats. & 
Regs., Regulations Preambles 11 31,172 (Dec. 21,2004), order on reh’g, Order No 2004- 
D, 110 FERC 7 61,320 (2003, appealpending, (D.C. Circuit Docket Nos 04-1 178, et 
al.) 

“Joint Written Procedures Implementing Standards of Conduct for Transmission 
Providers as Adopted by the Federal Energy Regulatory Commission in Order No. 2004, 
Effective September 22,2004“ (hereinafter referred to as LG&E’s posted implementation 
procedures). We found this document on April 5, 2005, posted on 
http:llleeenerev.com/reeulatorillgeku compliance procedures.pdf. 

6 

6 
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LG&E’s market-based rate tariff.7 

The provisions of the MISO OATT.* 

For purposes of evaluating compliance with the Standards of Conduct, this audit 
focuses primarily on the period from September 22,2004, the effective date of Order No. 
2004, to December 3 1,2005. For purposes of evaluating compliance with Code of 
Conduct, market-based rate tariff and MISO’s OAT7 requirements, this audit focuses 
primarily on the period from January 1,2003 to December 3 1, 2005. 

B. Scope and Methodology 

The OE has completed an audit of the operations of LG&E. As part of the audit, 
OE conducted selective tests on data to determine LG&E’s compliance with the 
Standards of Conduct, Code of Conduct, market-based rate tariff, and MISO’s OAT7 
requirements. Selective tests included those necessary to verify the accuracy of required 
informational postings on LG&E‘s OASIS, the effectiveness of written procedures and 
internal controls related to the Standards of Conduct, and compliance with all the 
provisions of the Standards of Conduct, LG&E’s Code of Conduct, LG&E’s market- 
based rate tariff, and the MISO OATT. 

Additionally, we reviewed physical and electronic security over transmission 
operations and information. We discussed with LG&E personnel matters related to the 
corporate structure, Energy and Marketing Affiliates, local and wide area networks, 
shared functions, and the Standards of Conduct training received. We reviewed e-mail 
records and recorded conversations between LG&E’s transmission operations and its 
Energy and Marketing Affiliates. 

L,oui,sville Gas & Elec. Co., 85 FERC 7 61,125 (1998) (accepting for filingjoint 
market-based rate tariff ofLG&E and KU, FERC Electric Tariff, Original Volume No. 
2); LG&E Operating Cos. Docket No. ER99-1623-000. Letter Order, Jun. 4, 1999 
(accepting revised tariff sheets to Original Volume No. 2 permitting limited sales to 
certain affiliates); Louisville Gas & Elec. Co , Letter Order, Docket No. ER02-1077-000, 
Apr. 16,2002 (accepting “short form” market-based rate tariff as Original Volume No.3). 

* Midwest Independent Transmission System Operator, Inc., et ab, 84 FERC 7 
61,231 (1998); order on reconsideration, 85 FERC 7 61,250 (1998); order on reh g,  85 
FERC 7 6 1,372 ( 1998); order on compliance filing, 87 FERC 7 6 1,085 ( 1999). 

7 
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111. CODE OF CONDUCT FINDINGS AND RECOMMENDATIONS 

1. Functional, Physical and Operational Separation of LG&E’s WMF and 
Affiliated Power Marketer 

LG&E’s WMF and its principal affiliated power marketer (LEM) were not 
functionally, physically and operationally separate to the maximum extent practical, as 
required by LG&E’s Code of Conduct. The WMF and LEM were functionally within the 
same LG&E business unit, and reported to the same company officer; the WMF and 
LEM shared physical facilities without strong controls to prevent information sharing; 
and the WMF and LEM shared a telephone recording system that provided LEM 
employees access to operational information such as WMF trading activities. 

Pertinent Guidance 

Section 3 ofLG&E’s Code of  Conduct states that “(t)o the maximum extent 
practical, employees of the IJtilities [Le., LG&E’s WMF] who operate the Utilities’ 
systems or engage in power purchasing or selling on behalf of the IJtilities will be 
physically, operationally, and functionally separate from employees of the Marketers 
performing power marketing activities.”’ 

Discussion 

Collectively, the lack of functional, physical, and operational separation between 
WMF and LEM precluded LG&E from operating these entities as separate business units 
to the maximum extent practical as required in Section 3 of LG&E’s Code of Conduct. 

Functional Separation Between WMF and LEM 

LG&E’s WMF and its primary affiliated power marketer (LEM) were not 
functionally separate to the maximum extent practical since they functionally reported to 
the same company officer, I e ,  the Senior Vice President (SVP) of Energy Marketing. 
The employees of the two trading operations attended periodic meetings together, 
convened by the SVP of Energy Marketing. As described in the compliance finding 
“Sharing of Market Information” which follows next in this Audit Report, general market 

LG&E Power Mktg , Inc .68  FERC 7 61,247 (1994); nzodiJied 017 other grounds, 
69 FERC 7 61 .I 53 (1 994). LG&E Power Mktg.’s name was changed to LG&E Energy 
Marketing Inc. (LEM). See Notice of Name Change, Docket No. ER97-34 18-000 
(filed June 24, 1997). 
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information, as well as specific market information about WIvlF and LEM trading 
operations was discussed at these meetings. 

According to the job description of the SVP Energy Marketing, the occupant of 
the position was responsible for establishing the strategic direction and management of 
the energy marketing, fuel procurement and trading activities for the WMF and also 
directs the optimization of the corporation’s energy-related integrated gross margin This 
job description indicates that the SVP Energy Marketing is expected to coordinate WMF 
and LEM activities to provide a greater return for the LG&E corporate family. This lack 
of functional separation between WMF and LEM was inconsistent with L,G&E’s Code of 
Conduct. 

Physical Separation Between WMF and LEM 

LG&E lacked sufficient physical barriers to ensure that the WMF’s non-public 
market information was not shared with LEM. WMF operations and LEM operations 
were both located on the seventh floor of LG&E‘s headquarters building. Sharing a floor 
is not a violation of the Code of Conduct, as long as there are sufficient controls to ensure 
the physical separation of employees and operations. The physical space occupied by 
WMF operations were secured by a card key access system. However, LEM’s operations 
were not secured by a card key access system, and the workspace of LEM employees 
(with the exception of the Director of LEM) was arranged in open carrels. WMF 
employees passed by LEM’s workspace on their way to and from a conference room 
shared by the two trading operations, and the employees shared common facilities such as 
kitchen and restrooms. WMF and LEM employees frequently held discussions on the 
LEM trading floor, but LG&E asserted and the employees we interviewed confirmed that 
the information exchanged between WMF and LEM traders was not prohibited 
information-it was limited to public information regarding the market and market 
information about LEM. 

The seventh floor also contained LG&E’s risk management and energy accounting 
functions, both of which have access to WMF information. The risk management and 
energy accounting offices were not protected, e.g., through card key access, against entry 
by LEM personnel. 

Operational Separation with Respect to Recorded Phone Calls 

LG&E recorded phone calls of its traders and dispatchers for both the WMF and 
LEM functions on two RACAL. digital tape recorder machines. Each machine recorded 
calls made by employees of both organizations on digital tapes. Each digital tape 
contained approximately 60,000 to 75,000 calls or about 21-28 days worth of recorded 
calls containing conversations made by both WMF employees and LEM employees. 

9 
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Each call was identified by date, time, and channel number which corresponded to a 
person or workstation. A recorded call varied in length from a few seconds to several 
minutes. 

The two RACAL recorder machines and tapes were located on the seventh floor of 
LG&E’s headquarters building in a locked room with access controlled by a LEM 
administrative employee. The LEM administrative employee provided access to specific 
tapes when WMF or LEM employees requested access to the tapes The LEM 
administrative employee initially set up the machine to a channel, date and time, then 
instructed the WMF and LEM employees how to operate the machine to find other calls. 
The listening process involved searching and listening to the tape on a trial and error 
basis until the call was identified. The LEM administrative person did not remain in the 
room at all times while the WMF or LEM employees listened to the tapes, and these 
employees had the opportunity to access the entire contents of a tape containing both 
WMF and LEM recordings. 

Recommendations 

We recommend that LG&E: 

1 I Take all appropriate actions necessary to ensure that WMF employees and 
LEM employees are functionally and physically separate to the maximum 
extent practical, as required under LG&E’s Code of Conduct. 

Implement procedures to ensure that authorized access to the tape 
recordings are properly documented. 

Implement procedures to separate tape recordings for WMF and LEM 
channels. 

2. 

3 .  

4. Implement controls to provide access to only one tape recording machine 
when WMF or LEM personnel are authorized to listen to tapes and 
implement controls to prevent unauthorized access to channels of historical 
tapes which contain recorded conversations of both WMF and LEM 
channels. 

5.  LG&E shall submit all procedures and controls to OE for approval within 
30 days of issuance of a Final Audit Report in this docket. 

10 
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Actions Already Taken by LG&E 

After we discussed our concerns with the lack of physical separation between 
LEM and WMF, LEM physically moved from the seventh floor to the fourth floor of the 
LG&E building and LEM employees no longer have access to the seventh floor as of 
March 3 1 ~ 2006. 

LG&E also began maintaining a written log of all access to tapes and revamped its 
recording system so that now WMF and LEM employee conversations are recorded on 
separate tapes and machines. We verified that this change had been made during our site 
visit in October 2005. However, LG&E must still implement access controls to the tapes 
when WMF or LEM employees listen to tapes containing recorded conversations of both 
WMF and LEM channels. Also, LG&E must implement physical access controls to the 
recording machines if WMF or LEM employees are provided access to the secure room 
to listen to tapes. 

The corrective actions do not solve the hnctional separation problem between 
WMF and LEM. LG&E will submit a plan to functionally separate WMF and LEM. 

11 
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2. Sharing of Market Information 

LG&E’s WMF shared market information with LEM through presentations at 
joint staff meetings, in violation of LG&E’s Code of Conduct. Also. password access 
controls to the shared Energy Management System (EMS) were insufficient and 
inconsistent with LG&E’s password security policy. 

Pertinent Guidance 

Section 4 of LG&E’s Code of Conduct states that “(n)o employee of the IJtilities 
will share market information with any employee of the Marketers unless all such 
information is simultaneously made available to the public. The policy will not apply to 
market information known to be publicly available, or to market information disclosed to 
employees of the Marketers or the Utilities who are engaged in support functions, 
including human resources, information resources, data processing, finance, legal, 
accounting and other support personnel who do not participate in directing, organizing 
and executing the day-to-day business decisions of the wholesale merchant or generation 
functions of the Utilities or the Marketers, provzded that such employees are prohibited 
from acting as conduits to pass market information obtained from the Utilities to the 
Marketers.”’O (emphasis in original.) 

LG&E’s password security policy requires a password for each employee 
accessing LG&E’s Local Area Networks (LAN) and Wide Area Networks (WAN) 

Discussion 

Joint Staff Meetings Between WMF and LEM 

LG&E’s WMF shared non-public market information with LEM through 
presentations at joint staff meetings, in violation of LG&E’s Code ofConduct. The 
monthly trading meetings normally took place during the last week of each calendar 
month. In addition to the SVP of Energy Marketing, the managers of WMF and LEM 
attended, as well as staff from WMF and LEM. plus staff from the Market Analysis, 
Trading Controls, Operations Analysis and Fuels Management sections. 

During the months of August, 2004 through May, 2005. the agendas of the 
Trading Meetings remained unchanged. The first item on the agenda was a presentation 
by the Manager of the WMF on the results of Regulated Off-System Sales (OSS) for the 
month, and how the results compared with the amount budgeted for that item. This 
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information included r’eforecast graphs for the calendar year-to-date, the results for the 
current month-to-date, the factors leading to the results (including such items as purchase 
power costs and transmission expenses), and a review of the profit-at-risk graph. 
Following this presentation by the WMF, LEM presented a report on its sales operations 
for the previous month and its forecasts and plans for the future.” Following LEM’s 
presentation, the SVP of Energy Marketing dismissed the LEM employees from the 
meeting after which the WMF made additional reports about its operations and forecasts. 

LG&E’s Code of Conduct states that no employee of the WMF will share market 
information with any affiliated power marketer employee unless all such information is 
simultaneously made available to the public. Based on review of the agendas, and 
interviews with WMF personnel, we concluded that the WMF Off-System Sales’ 
information presented at the beginning of the monthly meetings by the Manager of the 
WMF was WMF market information. This information was disclosed to LEM personnel 
present at the beginning of these meetings, a violation of LG&E’s Code of Conduct. 

Password Access to EMS Information 

LG&E’s WMF and LEM both use a shared EMS, partitioned into WMF 
generation data, LEM generation data, and L,G&E transmission data. Password access 
controls to the shared EMS were insufficient and inconsistent with LG&E’s password 
security policy. Prior to February 2004, LG&E permitted WMF and LEM users to access 
the EMS using separate group accounts and passwords, rather than using unique user 
accounts and passwords. The failure to require unique password access was contrary to 
LG&E’s password security policy and increased the risk of inappropriate information 
access via the EMS., Specifically, group passwords are easier to disseminate and it is not 
possible to track the identity of individuals that use a group account to ensure that only 
those with appropriate clearance have accessed the EMS. Because WMF employees and 
LEM employees used group accounts and passwords, it was not possible to track 
individual access to specific account information. 

The information related to Western Kentucky Electric (WKE), L,EM’s sole ‘ I  

remaining customer. In past years the information also related to LEM’s contract with 
Oglethorpe Power Corporation (OPC). 

13 
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Recommendations 

We recommend that LG&E: 

6. Create controls consistent with LG&E's Code of Conduct to ensure that 
there is no exchange of market information stemming from joint trading 
meetings for WMF and affiliated power marketing personnel. 

Conduct an independent review by the internal audit department or an 
outside auditing firm when the new EMS is implemented in 2006 to ensure 
that there is no improper or unauthorized EMS screen access. 

L.G&E shall submit all controls to OE for approval within 30 days of 
issuance of a Final Audit Report in this docket. Also, L,G&E shall submit 
the results of the independent review of the EMS to OE within 30 days after 
implementing its new EMS or issuance of a Final Audit Report in this 
docket, whichever is later. 

7 

8.  

Actions Already Taken by LG&E 

After we discussed our concerns with LG&E about joint trading meetings between 
WMF and LEM, LG&E changed the agenda of the monthly trading meetings starting in 
June 2005. The agenda was altered so that the presentation about WMF's OSS is not 
made until later in the meeting, after LEM employees have left the meeting. In addition, 
beginning in December 2005, LG&E adopted certain process changes, including the 
requirement that the CCO or his designee attend all joint WMF and LEM meetings. and 
maintain a high-level agenda and/or minutes of each meeting. 

LG&E implemented unique user accounts and passwords for its current GEMarris 
EMS in February 2004. LG&E is currently developing, installing and testing a new EMS 
that should be operational in 2006. 
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3. Posting oflnformation on Sales to Affiliates at Market-Based Rates 

LG&E’s EBB was inaccessible to non-affiliated market participants, and the 
information on the EBB was not consistent with Commission requirements The EBB 
would have been difficult for non-affiliate market participants to find, given that for some 
period of time it was located on a website of an LG&E affiliate that was not a party to 
affiliate sales In addition, for some period of time it may not have been accessible over 
the internet. Moreover, the information and timing on offers to sell and actual sales to 
affiliates were not consistent with the specific requirements in LG&E’s Code of Conduct. 

Pertinent Guidance 

On January 29, 1999, LG&E petitioned the Commission for blanket authority to 
authorize the iltilities, I e , LG&E’s WMF, to sell energy at market-based rates to their 
power marketing affiliates. Acknowledging the Commission‘s concern about protecting 
captive ratepayers from subsidizing affiliate marketing operations, LG&E committed to 
adopt the safeguards the Commission approved in Detroit Edison Company. 12 

To implement these safeguards, LG&E amended its Code of Conduct to add the 
following requirements: “The I Jtilities will sell power to the Marketers at a rate that is no 
lower than the rate the Utilities charge to nonaffliates; simultaneously with making an 
offer to sell power to the Marketers, the Utilities will make the same offer to nonaffliates 
through a posting on their electronic bulletin board (“EBB”); and simultaneously with the 
striking of a power sales transaction with the Marketers, the Utilities will post the actual 
price paid on their EBB.”I3 

Discussion 

Accessibility of EBB Information to Market Participants 

We sought to create a timeline for LG&E’s EBB. LG&E’s WMF made energy 
sales at market-based rates to LEM from 1999 through the Spring of 2005, but we could 
not confirm that the information posted on such sales was accessible to market 
participants Based on the documentation provided to us by LG&E: 

0 From 1999 through December 2003, the sales information was posted on an EBB 
website for LG&E Power, one of LG&E‘s affiliated power marketers 

” 80 FERC 7 61,348 ( 1  997) 

l3  Docket No. ER99-1623-000, Compliance Filing of Louisville Gas and Electric 
Company and Kentucky Utilities Company, filed March 4, 1999, at 2. 
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In December 2003, the EBB containing the sales information migrated from the 
LG&E Power website to the LG&E Energy website. 

In April ZOOS. LG&E provided us the website address for the EBB, 
http://aups.18eenerrZv.com/ferclZen/gensales.asp. When we tried to access the EBB 
at this address, the page would not display. We subsequently asked LG&E how to 
access the EBB. On May 4, 2005, the internet address on LG&E Energy’s website 
worked. We asked LG&E when this link to the EBB was made operational; 
LG&E informed us that it was made operational on May 1, ZOOS. 

LG&E stated that other than LG&E’s filing made in 1999 revising its Code of 
Conduct to post affiliate transactions on an EBB, it could not recall any occasions where 
it publicized the existence of the EBB. LG&E. however, could not recall a single 
instance when a market participant had inquired about any posting on the EBB 

Posted Offers to Sell on the EBB 

LG&E’s Code of Conduct required LG&E to make a simultaneous offer on the 
EBB to sell to non-affiliates the same product it was offering to sell to its affiliate. We 
concluded that the posting of offers to sell on the EBB were not consistent with the 
requirements of LG&E’s Code of Conduct. 

We reviewed archived EBB data for the audit period. Typically, each month on 
the first of the month, LG&E’s WMF would post on the EBB an offer to sell a block of 
energy on an hourly basis. This monthly posting was at an asking price of $12/MWh for 
virtually every month that a monthly offer was posted. LG&E stated that the asking price 
was set at $I2/MWh in order to induce counterparties to enter negotiations to purchase 
from LG&E’s WMF. 

We reviewed LG&E’s variable costs on a generator-by-generator basis. Although 
prices of coal and other inputs changed over the course of the period that LG&E posted 
offers on the EBB, we concluded that had LG&E sold energy at $12/MWh during any 
hour during which it posted an asking price of $12/MWh, it would have been selling 
energy at a price less than its incremental cost. Moreover, our review of the EBB shows 
that WMF never sold energy to LEM at a price of $12/MWh or less. LG&E’s strategy of 
posting an asking price of$lZ/MWh did not satis6 the Code of Conduct requirements to 
simultaneously offer hourly energy to non-affiliated market participants at the same price 
that it would offer such energy to its affiliate. 

16 
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Prices 01 Affiliate Sales 

We evaluated whether the prices at which WMF sold energy to LEM were 
consistent with the requirements of LG&E’s Code of Conduct, i e , at a rate that is no 
lower than the rate that WMF sold to non-affiliated buyers. LG&E had no written 
procedures or other controls for its WMF traders to follow to determine an appropriate 
market price at which the WMF would sell to LEM. LG&E‘s WMF traders established 
the market price through telephone queries and broker quotes prior to negotiating a next- 
hour energy sale to LEM. We listened to recorded phone calls during hours in which 
WMF traders sold energy to LEM. We found no evidence that WMF traders sold energy 
to LEM at prices less than the market price in accordance with LG&E’s Code of 
Conduct. However, when we reviewed the recorded phone calls, we found that WMF 
traders did not generally employ strong controls to establish the market price. 

EBB Postines in 2001 

We had specific concerns whether LG&E was properly using the EBB to post 
offers and sales from WMF to LEM to support a long-term sales obligation LEM had 
with Morgan Stanley, specifically affiliate sales in 2001. Based on the data provided to 
us by LG&E, we found the following EBB posting errors: 

WMF sold to LEM 50 MWh of energy during each off-peak hour during the 
month of May 2001 without posting offers or transactions on the EBB. We 
estimated these energy sales in May 2001 to total nearly 20,000 MWh, and to 
have generated revenues of approximately $500,000. 

LG&E failed to post on the EBB offers or transactions when WMF sold energy to 
LEM to support LEM’s sales to Morgan Stanley for an additional I O  days during 
calendar year 2001 

Recommendations 

We recommend that L,G&E: 

9. Develop written procedures regarding the use of its EBB. Specifically, the 
written procedures should address how LG&E will ensure that the price at 
which it sells energy to its affiliate is no lower than the price at which it 
sells to non-affiliates, and how LG&E will post offers and sales on the EBB 
to make the information available to other market participants to 
demonstrate that its affiliate sales are at non-preferential prices. 
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10. Develop a plan to ensure that the EBB is fully accessible, and that market 
participants know where to find the EBB on the LG&E website. 

LG&E, shall submit all procedures and plans to OE for approval within 30 
days of issuance of a Final Audit Report in this docket. 

1 1 I 

Actions Already Taken by LG&E 

We had numerous discussions with LG&E about the accessibility and 
effectiveness of its EBB postings. As of January 2006, LG&E had a link from its 
corporate website to the EBB. In addition, LG&E presented us plans for making the 
information posted on the EBB consistent with LG&E’s Code of Conduct. LG&E has 
agreed to finalize these plans and to develop written procedures to guide trading staff on 
the use of the EBB within 30 days of the issuance o f a  Final Audit Report in this docket. 
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IV. STANDARDS OF CONDlJCT FINDINGS AND 
RECOMMENDATIONS 

4. Disclosures of Transmission and Customer Information 

LG&E transmission employees improperly disclosed transmission and customer 
information to employees of its WMF that was not contemporaneously available to the 
public, and failed to post the information disclosure on OASIS. 

Pertinent Guidance" 

A Transmission Provider must ensure that any employee of the Marketing or 
Energy Affiliate is prohibited from obtaining information about the Transmission 
Provider's transmission system through access to information not posted on the OASIS or 
Internet website or that is not otherwise also available to the general public without 
restriction. 

An employee of the Transmission Provider may not disclose to its Marketing or 
Energy Affiliates any information concerning the transmission system of the 
Transmission Provider or the transmission system of another through non-public 
communications conducted off the OASIS or Internet website, through access to 
information not posted on the OASIS or Internet website that is not contemporaneously 
available to the public, or through information on the OASIS or Internet website that is 
not at the same time publicly available.'6 

A Transmission Provider may not share any information, acquired from non- 
affiliated transmission customers or potential non-affiliated transmission customers, or 
developed in the course of responding to requests for transmission or ancillary service on 
the OASIS or Internet website, with employees of its Marketing or Energy Affiliates, 

I' Some of the incidents supporting this finding occurred under the former Order 
No. 889 Standards of Conduct requirements, i e , Part 37 requirements pre-September 22, 
2004, Part 358 requirements thereafter. There are no significant differences in the 
specific requirements of Part 37 and Part 358 that bear upon the finding that LG&E 
improperly disclosed transmission and customer load information. 

Is 18 C.F R. 5 358.5(a)(2) (2005). 

l6 18 C.F.R. 9: 358.5(b)(1) (2005). 
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except to the limited extent information is required to be posted on the OASIS or Internet 
website in response to a request for transmission service or ancillary services.17 

If an employee of the Transmission Provider discloses information in a manner 
contrary to the requirements of sections 358.5(b)( 1) and (2), the Transmission Provider 
must immediately post such information on the OASIS or Internet Web site.I8 

Also, L.G&E’s posted implementation procedures provided that “any person 
with knowledge or concerns regarding activities that may have resulted, or could result, 
in a violation of the Standards of Conduct andor Standards of Conduct Written 
Procedures is strongly encouraged, expected, and required to report them to the CCO 
without delay.” 

Discussion 

Disclosures of Transmission Information by Telephone 

On at least three occasions, once in May, 2004 and twice in November, 2004 
LG&E transmission employees disclosed transmission line loading and operating status 
information to LG&E generation dispatchers during the course of generation re-dispatch 
events. LG&E’s generation dispatch function is organizationally and functionally within 
its marketing business unit; therefore generation dispatch personnel are Energy and 
Marketing Affiliate empl~yees . ’~  In each instance, the transmission information was 
disclosed through non-public communication. 

LG&E identified three calls involving the disclosure of non-public transmission 
information relating to the loading of, line operational status, or redispatch or switching 
relief options for the 345 kV line Smith - Nardin County; 138 kV line Paddys Run - 
Paddys West; and 138 kV line Cane Run 6 - Cane Run Switching. LG&E acknowledged 
that the disclosed transmission information was not otherwise available to market 
participants through OASIS or other sources at the time that it was disclosed. We 

” 18 C.F.R. 5 358.5(b)(2) (2005). 

18 C.F.R. 5 358.5(b)(3) (2005). 

l9 The manager of generation dispatch reports to the Director of Trading who 
reports to the Senior Vice President for Energy Marketing. The generation dispatch desk 
is on the trading floor, located next to the workstation used by LG&E’s real-time traders. 
Moreover, on occasion, LG&E’s generation dispatchers talked to potential energy buyers 
and sellers on the phone and made trades if no one else on the trading floor was available 
to do so. 
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reviewed the disclosed information and determined that its disclosure to generation 
dispatch personnel was not necessary to ensure reliability and hence is not exempt under 
18 C.F.R. 3 358.5(b)(6) (2005). LG&E confirmed that the transmission information 
disclosed was not shared with traders, and there were no trades made by generation 
dispatchers in the hours subsequent to the disclosure of transmission information. 

LG&E’s generation dispatchers received Standards of Conduct training, and had 
available to them LG&E’s Standards of Conduct implementation procedures, which 
required that impioper disclosures of non-public transmission information be reported to 
the CCO. The generation dispatch employee did not disclose the incidents to anyone, 
including the CCO, so the disclosures were not posted on LG&E’s OASIS after they 
occurred. 

Disclosure of Transmission Information at a Mceting Attended by Transmission 
and Marketing Employees 

During the audit period, we identified one meeting in which transmission 
personnel and marketing personnel were present at which LG&E transmission personnel 
disclosed non-public information regarding the status of two transmission projects. 
LG&E did not subsequently post the disclosures on its OASIS. At a Long Term Planning 
meeting that the SVP of Energy Marketing attended, the Director of Transmission 
discussed two transmission projects, providing information that was not publicly 
available in the Midwest IS0  Transmission Expansion Plans (“MTEP”). These Projects 
were a 138/69kV transformer at VA City - Clinch River, which was a new 
interconnection tie-line between LG&E and American Electric Power Company, Inc., 
and a 138/69kV transformer at Paris substation, which was a reinforcement of the 
existing tie-line between LG&E and East Kentucky Power Cooperative. Each of the 
above two proposed projects would increase the transmission capacity between LG&E 
and the adjacent control area. LG&E did not post in a timely manner the disclosure on 
the OASIS after it occurred. We found no evidence that LG&E’s Energy or Marketing 
Affiliates traded on this information. 

Disclosure of Customer Load Data bv E-Mail 

On the first ofthe month, on a monthly basis through February 2005, a 
transmission employee e-mailed a marketing employee specific, non-public customer 
load information and failed to post in a timely manner the disclosures on OASIS.” Prior 

In Allegheny Power Service Corporation e f  al, (Alleglienyj the Commission 
stated that the WMF may have access to control area load and not the specific load of 
third-party transmission customers within the same control area. See Alleglieny, 84 
FERCA61,131 at61,729(1998). 
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to August 1, 2003, the e-mails identified the date, time and LG&E’s control area peak 
load, and load for the same date and time for LG&E, Hoosiei Energy, Owensboro 
Municipal Utilities. Tennessee Valley Authority. and East Kentucky Power Cooperative. 
Beginning August 1,2003 and continuing through February 1,2005, the e-mails added 
the customer’s monthly energy usage, peak load and load factor.” L.G&E acknowledged 
that this information was not publicly available. Knowledge of specific third-party load 
information could have been used to the advantage of LG&E’s traders, although we 
found no evidence that this occurred. 

Recommendations 

We recommend that LG&E: 

12. 

13. 

14. 

15. 

Post OASIS notices for all or the disclosures of non-public transmission 
information by LG&E’s transmission function employees identified in this 
Audit Report. These postings should include the date, time, type of 
information disclosed, and other pertinent information 

Create and implement controls to prevent prospectively the disclosure of 
non-public transmission information to marketing employees performing 
generation dispatch functions and controls to ensure that any subsequent 
disclosure(s) are posted on OASIS consistent with Commission regulations. 
Such controls need to emphasize LG&E’s policy that all concerns related to 
the Standards of Conduct should be brought to the attention of the CCO. 

Create and implement controls to prevent prospectively the disclosure of 
non-public transmission information during meetings attended by both 
transmission and marketing employees, and controls to ensure that any 
subsequent disclosure(s) are posted on OASIS consistent with Commission 
regulations. Such controls need to emphasize LG&E’s policy that all 
concerns related to the Standards of Conduct should be brought to the 
attention of the CCO. 

Perform a review of all transmission and customer information shared 
through e-mail distribution in order to ensure that such information is not 
inappropriately shared with LG&E’s Marketing and Energy Affiliate 
employees. 

*’ The load factor represents the ratio or the average load over a designated period 
of time to the peak load occurring during that period. 
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16. LG&E shall submit all controls and the results of its email distribution 
review to OE for approval within 30 days of issuance of a Final Audit 
Report in this docket. 

Actions Already Taken by LG&E 

We discussed our concerns about the disclosure of transmission and customer 
information. LG&E informed us that it is developing process changes for addressing our 
concerns on a prospective basis, and that ultimately the process changes would be 
converted into formal written policies within 30 days of issuance of a Final Audit Report 
in this docket. 
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5. Standards of Conduct Training 

LG&E’s Standards of Conduct training program was inconsistent with 
Commission regulations and LG&E‘s own training implementation plans-more than 
one year after the effective date of Order No. 2004 (I. e . ,  9/22/04), LG&E, had failed to 
provide Standards of Conduct training for several hundred of the employees LG&E was 
required to train. 

Pertinent Guidance 

Order No. 2004 codified the training requirement as follows: ‘Transmission 
Providers shall train officers and directors as well as employees with access to 
transmission information or information concerning gas or electric purchases, sales, or 
marketing functions. The Transmission Provider shall require each employee to sign a 
document or certify electronically signifying that s/he has participated in the training.” ” 
Moreover, training was to be completed by the implementation date of Order No. 2004: 
“Each Transmission Provider must be in full compliance with the standards of conduct by 
September 22, 2004.”23 

Order No. 2004 required a Transmission Provider to post its implementation 
procedures on its OASIS or website, specifically requiring that Transmission Providers 
“must explain.. “whether employees have been offered training on the standards of 
conduct, and whether employees are required to read and sign acknowledgement 
 form^."'^ LG&E’s posted implementation procedures have limited detail on its training 
program. LG&E directed us to an internal company training plan, which states (in part): 

All affected Company Personnel as well as employees of Energy and Marketing 
Affiliates (i , ,e. ,. , except clerical, maintenance and field personnel) shall receive 
Standards of Conduct training prior to the September 22, 2004 implementation 
date. 

The initial Sta~?durds of Conduct training shall be conducted through interactive 
training programs developed and prepared by the Edison Electric Institute.’s 

’’ 18 C.F.R. § 358.4(e)(5) (ZOOS). 

I3 18 C.F.R. 9 358.4(e)(2) (2005) 

*‘ FERC Stats. & Regs, Regulations Preambles 3 1,155 at P 136. 

” “FERC Standards of Conduct, Order Nos. 2004, 2004-A, 2004-B, Training plan, 
August 19,2004, Overview.” 
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Discussion 

We reviewed LG&E’s training program and compared it to the requirements in 
Order No. 2004, as well as LG&E’s training plan. We concluded that LG&E did not 
provide training to all employees requiring training. As of November 2005, more than 
one year after the September 22,2004 implementation date of Order No. 2004, LG&E 
had not provided training to all employees that fall under the definition of employees who 
needed to be trained, i .e.,  “employees with access to transmission information or 
information concerning gas or electric purchases, sales, or marketing functions.”26 

We could not determine the exact number of employees that required, but had not 
received, training. Employees that required Standards of Conduct training but did not 
receive training included: 

A handful of employees of the service company, e .g . ,  in business units such as 
Audit Services and Legal; 

Approximately 100 shared service employees, in business units such as Planning 
& Control; 

As many as 2,000 employees at LG&E-owned transmission and generation 
facilities, who had no training other than notification that new Standards of 
Conduct were in effect.27 

We discussed with LG&E the need to determine whether the employees in these 
business units have access to information concerning gas or electric purchases, sales or 
marketing functions that would trigger a training requirement under 18 C.F.R. 5 
358.4(e)(5) (2005), and when they do, to ensure that they have Standards of Conduct 

*‘ 18 C.F.R. 5 358.4(e)(5) (2005). 

27 LG&E designated these employees as field and maintenance personnel and as 
such did not provide training to them. But the training requirement in Order No. 2004 
does not hinge on whether employees are designated as field and maintenance personnel, 
but rather whether an employee has access to non-public transmission information or 
information concerning gas or electric purchases, sales or marketing functions. LG&E 
told us it did not make this determination with respect to its field and maintenance 
personnel. As such, we could not determine how many of these employees should have 
received training. LG&E did not assert that these employees did not have access to non- 
public transmission information or information concerning gas or electric purchases, 
sales or marketing functions. 
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training. LG&E agreed to review its training program, specifically to identify the 
additional employees that should have received training. 

Recommendations 

We recommend that LG&E: 

17. Strengthen the implementation of its training program to ensure that on a 
going-forward basis, its training program is consistent with Commission 
requirements and its internal training plans. 

Develop written procedures to ensure that new employees, and transferring 
employees that require training, receive training. 

Conduct a review to ensure that all of the employees that have “access to 
transmission information or information concerning gas or electric 
purchases, sales, or marketing functions. I “’’ are scheduled for training, have 
received training, and are certified. 

LG&E shall submit all changes to the implementation of its training 
program and procedures developed to OE for approval within 30 days of 
issuance of a Final Audit Report in this docket. Also, LG&E shall submit 
the results of its review of employee access to information within 30 days 
after issuance of a Final Audit Report in this docket. 

18. 

19. 

20. 

Actions Alreadv Taken bv LG&E 

We discussed LG&E’s training program with the CCO, and other LG&E officials. 
On November 10, 2005, LG&E submitted a letter to us outlining an enhanced training 
program. We reviewed LG&E‘s plan and found it to be consistent with the requirements 
of Order No. 2004, the audit findings, and our recommended remedies. 

LG&E proposed to require training for all LG&E employees who fall within the 
definition in 18 C.F.R. 5 358.4(e)(5) (2005). LG&E proposed to use the EEI computer- 
based Training Program, including the certification of training completion. For 
employees without internet access, a paper version of the training program will be used 
for the training. LG&E informed us on January 1 1,2006, that as of that date, it had 
increased the number of LG&E employees who had received training by SO%, from 
approximately 600 employees to approximately 1 100 employees. 

26 



Docket No. PA05-9-000 

6. Controls Used to Limit Access to System Control Centers 

LG&E did not follow its posted implementation procedures to control and track 
access of its marketing employees to LG&E’s two system control centers, including the 
requirement that LG&E marketing employees obtain permission from the CCO before 
visiting the system control centers. 

Pertinent Guidance 

Order No 2004 requires that a Transmission Provider’s employees engaged in 
transmission system operations “must function independent from employees of its 
Marketing and Energy Affiliates.”28 Specifically, a Transmission Provider is prohibited 
from permitting the employees of its Marketing or Energy Affiliates from “having access 
to the system control center or similar facilities used for transmission operations or 
reliability functions that differs in any way from the access available to other 
transmission customers.”*‘ 

LG&E’s posted implementation procedures provide that LG&E marketing 
employees must obtain permission from the CCO before visiting the system control 
centers: ‘The Chief Compliance Officer shall maintain a written record of each such 
decision for inspection upon request by the Commi~s ion .”~~ 

LG&E’s posted implementation procedures also prescribe access control to the 
system control centers. 

The Companies shall maintain a written log book at each Transmission System 
Operating Center for purposes of documenting the instances in which a 
transmission customer, whether an employee(s) of an Energy andor Marketing 
Affiliate or a representative(s) of an unaffiliated third-party, visited these facilities. 
The written log book should contain the: (1) name of the transmission customer; 
(2) the date and time of the visit; and (3) the Transmission Function Employee(s) 

*8 18 C.F.,R. $ 358.2(a) (2005). 

*‘) 18 C.F.R. § 358.4(a)(3)(ii) (2005) 

30 “Joint Written Procedures Implementing Standards of Conduct for Transmission 
Providers as Adopted by the Federal Energy Regulatory Commission in Order No. 2004, 
Effective September 22,2004” Section IV.A.2.b. 
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or other Company Personnel hosting the transmission customer; (4) whether the 
transmission customer is an affiliate; and (5) purpose for thc  isi it.^' 

Discussion 

LG&E operates two separate system control centers. One control center, called 
Waterside, is located in Louisville, KY, in a building approximately two blocks from the 
LG&E corporate headquarters. The other control center, called Dix Dam, is located in 
Burgin, KY, at the site ofthe Dix Dam generating facility 

LG&E used card key access to restrict direct access to its system control centers. 
However, we found a number of problems with the controls employed to track access of 
visitors (including LG&E marketing employees) to LG&E’s system control centers. 

CCO Permission to Visit the System Control Centers 

LG&E’s posted implementation procedures provide that LG&E marketing 
employees should submit a written request to the CCO prior to visiting either one of the 
system control centers. Based on our review of the Waterside log sheets, on at least five 
occasions, two LG&E employees with marketing or marketing-related responsibilities 
visited the Waterside facility after September 22, 2004.32 The CCO told us that there was 
no record that marketing employees had sought permission to enter the control centers, 
and no record of CCO approval of such requests. 

Controls on Visitors Entering the System Control Centers 

The written log books controlling visitors to the system control centers were 
inconsistent with LG&E’s posted implementation procedures. The logs did not collect 
some pertinent information that LG&E’s implementation procedures required. Many of 
the entries on the log sheets were unintelligible to us, and some of these entries were 
unintelligible to LG&E personnel as well. As a result, we could not determine the full 
extent to which LG&E marketing employees (and non-affiliated transmission customers) 
had access to the system control centers and could not determine whether LG&E 

3‘ Id. 

32 One of the employees was the manager of the generation dispatch function, 
which staff established was part of the marketing function. The other was the manager of 
market policy-the position description for this individual said his department was 
responsible for monitoring and analyzing emerging electric markets and educating 
Energy Marketing staff on the implications of new market operations. 
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marketing employees had access in any way that differed from the access provided to 
non-affiliated transmission customers 

Access to Transmission Information Once Inside the System Control Centers 

At both the Waterside and Dix facilities, a visitor standing at the door to the 
control centers had a line of sight into the control room, and was able to see transmission 
status information. This concern is heightened because of the relatively large number of 
LG&E marketing employees that visited a system control center. For example, our 
review of log sheets indicated that in the two year period prior to implementation of 
Order No. 2004, LG&E marketing employees may have made as many as 50 separate 
visits to the Waterside facility. 

Recommendations 

We recommend that LG&E: 

21. Review and strengthen its system control center access procedures to 
ensure that its control procedures: (a) adhere to its own posted 
implementation procedures as it relates to CCO permission to visit control 
centers and maintenance of log books; (b) are followed by LG&E 
employees including the CCO and CCO designees; and (c) are certified in 
compliance with Order No. 2004 and LG&E’s posted implementation 
procedures. LG&E shall submit all procedures to OE for approval within 
30 days of issuance of a Final Audit Report in this docket. 

22. Ensure that the entrances into the Waterside control room and Dix Dam 
control room are such that a visitor that enters the Waterside and Dix Dam 
facilities does not have a line of sight into the control rooms or to any 
workstations displaying data on transmission status. 

Actions Already Taken bv LG&E 

LG&E informed us that on January 10. 2006, it revised its website to notify LG&E 
marketing employees that require access to the system control centers to seek written 
permission before each visit from the CCO. In addition, LG&E indicated that no later 
than January 13, 2006, the log books would be updated lo conform to LG&E’s posted 
implementation procedures. and temporary covers would be installed on all windows and 
doors that allow a line of sight into the system control centers. 
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7. Organizational Charts 

LG&E’s posted corporate and functional organizational charts (as 01 April 2005) 
failed to include or accurately show: detailed organizational charts for business units 
engaged in the sales function; the position of its Marketing and Energy Affiliates within 
the corporate structure; and sufficient detail to indicate that LG&E’s service company is 
the employment mechanism for the Marketing and Energy Affiliates and the 
Transmission Provider. 

Pertinent Guidance 

The Order No. 2004 requirements for posting organizational charts provide that: 

(3) A Transmission Provider must post comprehensive organizational charts 
showing: 

(i) The organizational structure of the parent corporation with the relative 
position in the corporate structure of the Transmission Provider. 
Marketing and Energy Affiliates; 

For the Transmission Provider, the business units, job titles and 
descriptions, and chain of command for all positions, including officers 
and directors, with the exception of clerical, maintenance, and field 
positions. The job titles and descriptions must include the employee’s 
title, the employee’s duties, whether the employee is involved in 
transmission or sales, and the name of the supervisory employees who 
manage non-clerical employees involved in transmission or sales. 

(ii) 

Further, Order Nos. 2004-A and 2004-B requires: 

If a corporation uses a service company as the employment mechanism for the 
Transmission Provider and its Marketing or Energy Affiliates, the organizational 
charts should clearly specify those circumstances. Similarly, if a corporation uses 
both functional and structural organizational charts for its management, the 
organizational charts must accurately reflect its operations.. . . 33 

With respect to whether a detailed organizational chart is also required for a 
service company, the answer depends on the functions that the service company is 

33 FERC Stats. & Regs, Regulations Preambles1 31,161 at P 163 
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performing. If the service company is performing transmission functions, 
additional detail is req~ired.~' '  

Discussion 

LG&E's posted several organizational charts on its website at 
3s http://lgeenergy.com/repulatory/soc.asp 

structure, including the holding company which owns LG&E Energy LLC, and the legal 
entities under LG&E Energy LLC, including notably: the operating companies (Kentucky 
Utilities Company and Louisville Gas and Electric Company); the service company 
(LG&E Energy Services, Inc ); and an LG&E marketing affiliate (LG&E Energy 
Marketing Inc., or LEM) 

which showed a high-level organizational 

Additional posted organizational charts showed some -but not all- oi the 
business units of the service company. The organizational charts showed a Senior Vice 
President (SVP) for Energy Services, with the following direct reports: Director of 
Transmission; SVP for Energy Marketing; VP for Regulated Generation; and VP Power 
Operations for Western Kentucky Energy 

However, the only business unit for which detailed organizational charts, job titles, 
chains of command, and job descriptions were posted was the Director of Transmission. 
Such detailed information was not posted for the sales functions, i e., the SVP for Energy 
Marketing, VP for Regulated Generation, and VP Power Operations for Western 
Kentucky Energy. The sales functions under the SVP for Energy Marketing included the 
following business units: Director of Trading; Director of Market Analysis & Valuation; 
Director of Non-Utility Marketing; Manager of Operations Analysis and System 
Implementation; Director of Corporate Fuels & By-products; and Director of Business 
Information. 

In addition, the posted organizational charts did not show the relative position in 
the corporate structure of all of LG&E's Marketing and Energy affiliates and did not 
clearly indicate that LG&E's service company is the employment mechanism for its 
Marketing and Energy Affiliates and Transmission Provider. For example: 

LG&E's postings showed one of LG&E's Marketing and Energy Affiliates. Le., 
LG&E Energy Marketing Inc. (LEM), as a separate corporate entity, but did not 
clearly indicate that LEM employees are in the service company along with 
transmission function employees; and 

34 FERC Stats. & Regs, Regulations Preambles 131,166 at P 79. 

35 We reviewed the organization charts on April 5,2005. 
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8. Shared Facilities 

LG&E did not post a list of the facilities shared by the Transmission Provider and 
L,G&E’s Marketing and Energy Affiliates as required by 18 C.F.R. 5 358.4(b)(2) (2005). 

Pertinent Guidance 

The Commission’s regulations state: “A Transmission Provider must post on its 
OASIS or Internet website, as applicable, a complete list of the facilities shared by the 
Transmission Provider and its Marketing and Energy Affiliates. including the types of 
facilities shared and their addre~ses.”~‘ This requires that when a Transmission 
Provider’s Marketing and Energy Affiliates share facilities with any function of the 
Transmission Provider whose employees have access to transmission information, those 
shared facilities must be posted.37 

Discussion 

LG&E’s Order No. 2004 information posted on its internet website in April 2005 
stated: “At this time, no facilities are shared between the Transmission Provider and its 
Marketing and Energy Affiliates”. 

LG&E believed that it was required to post a list of shared facilities only if its 
transmission function shares facilities with its Marketing and Energy Affiliates. Since 
LG&E’s transmission function is housed in two buildings (the Waterside control center 
and the Dix Dam control center) that otherwise do not house other LG&E business units, 
LG&E informed us that it did not believe it had any shared facilities that required 
posting. 

” 18 C.F.R. 5 358.4(b)(2) (2005). 

37 Transmission Provider is defined as follows in 18 C.F.R. 5 358.3 (2005): 
(a) Transmission Provider means: 
(1) Any public utility that owns, operates or controls facilities used for the 

transmission of electric energy in interstate commerce; or 
(2) Any interstate natural gas pipeline that transports gas for others pursuant to 

subpart A of part 157 or subparts B or G of part 284 of this chapter. 
(3) A Transmission Provider does not include a natural gas storage provider 

authorized to charge market-based rates that is not interconnected with the jurisdictional 
facilities of any affiliated interstate natural gas pipeline, has no exclusive franchise area, 
no captive rate payers and no market power. 
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Virtually all of LG&E’s shared service employees (many of whom have access to 
transmission information) occupied the same building as LG&E’s two primary Marketing 
and Energy Affiliates, i e , LG&E’s WMF, and LG&E’s principal affiliated power 
marketer (LEM). When we pointed out to LG&E that shared service employees with 
access to transmission information and the Marketing and Energy affiliate employees 
share facilities which trigger a posting requirement, LG&E agreed to revise its posting to 
ensure that it is consistent with I8 C.F.R. 3 358.4(b)(2) (2005). 

Recommendation 

We recommend that LG&E: 

26. Revise its shared facilities posting to include all facilities that LG&E’s 
Marketing and Energy Affiliates share with service employees who have 
access to non-public transmission information. 

Actions Already Taken by LG&E 

After discussions with us, LG&E revised its posting with respect to shared 
facilities on December 13,2005. We reviewed the revised posting in January 2006 and 
found that the revised posting is not consistent with the Commission’s requirements. 
Specifically, LG&E has not identified the facilities its Marketing and Energy Affiliates 
share with other LG&E functions that have access to non-public transmission 
information. 
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V. MARKET-BASED RATE TARIFF FINDING AND 
RECOMMENDATIONS 

9. Electric Quarterly Report Inaccuracies 

LG&E's Electric Quarterly Report (EQR) filing for the first quarter of 2005 
contained inaccurate information for its market-based rate sales. LG&E inaccurately 
reported several sales transactions from its WMF to its affiliated power marketer (LEM) 
and reported invalid Data Universal Numbering System (DUNS) numbers for several 
other customers. 

Pertinent Guidance 

Order No. 2001 38 provided field names for the specified information required to 
be filed for the EQR: transaction begin date and transaction end date fields are provided 
for reporting the date and hour the transaction began and ended, increment peaking name 
field for reporting full period (FP), Peak (P), and Off-peak (OP), and class name field for 
reporting non-firm (NF) and firm (FP) power sales. Order No. 2001 also required the 
reporting of DUNS numbers for all customers in the EQR, making the power sale and the 
transmission reporting requirements consistent and reducing possible confusion among 
similarly named, but different, providers of service. 

Discussion 

We reviewed a sample of LG&E's EQR filing specifically for the first quarter of 
2005. We found that LG&E inaccbrately reported sales transactions to LEM and 
reported invalid Data Universal Numbering System (DUNS) numbers for several other 
customers. 

LG&E reported two "around the clock" sales to LEM on February 24,2005 
(transaction-unique identifier 2005003000) and February 25, 2005 
(transaction_unique_dentifier 2005003080). LG&E sold 52 megawatts to LEM in each 
hour in Transaction 2005003000 for $47.00 during the peak period and $3 1.00 during the 
off-peak period. LG&E sold 104 megawatts to LEM in each hour in Transaction 

38 Revised Public Utility Filing Requirenzents, Order No. 2001, FERC Stats. & 
Regs., Regulations Preambles, 7 3 1,127 (2002), order on reh'g, Order No. 2001-A, 100 
FERC 1 61,074 (2002), order on reconsideration and clarzjication, Order No. 2001-B, 
100 FERC 7 61,342 (2002); Order No. 2001-C, 101 FERC 7 61,314 (2002); Order No. 
2001-D, 102 FERC 7 61,334 (2003); Order No. 2001-E, 105 FERC 7 61,352 (2003); 
Order No. 2001-F, 106 FERC 7 61,060 (2004). 
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2005003080 for $51 “50 during the peak period and $ 3  1 S O  during the off-peak period. 
LG&E reported the off-peak period of both transactions as beginning at 12:OO AM and 
ending at 11:59 PM and assigned the increment peaking name as “FP” or full period 
rather than “OP” or off-peak. LG&E reported the peak period of these transactions as 
beginning at 7:OO AM and ending at 10:59 PM and assigned the increment peaking name 
as “FP” or full period rather than Y“’ or peak. 

LG&E’s EQR filing included 34 unique transaction identifiers where it sold 
energy to LEM and reported the class name of the energy sold as “NF” or non-firm. 
LG&E’s Code oCConduct also required these sales to LEM to be posted on an EBB 
where LG&E reported these same sales transactions as system firm sales. When we 
asked LG&E to explain the discrepancy, it explained that the EQR data showing the sales 
as non-firm was incorrect 

LG&E reported 10 invalid DUNS numbers in its EQR for the 1st quarter 2005 for 
the following customers: Barbourville Water & Electric, Bardstown Municipal Light & 
Water, Bardwell City Utilities, Benham Electric System, City of Madisonville, City of 
Paris Combines Utilities, El Paso Merchant Energy L.P., El Paso Merchant Energy, LP, 
Owensboro Municipal Utilities, and Rainbow Energy Marketing Corp.. 

Recommendations 

We recommend that LG&E: 

27. Strengthen its written procedures to ensure all data reported in future EQR 
filings are in compliance with Commission regulations and reflect the 
correction of the errors and inconsistencies identified in this Audit Report. 

Implement procedures to validate all customer DUNS numbers. 

Refile all EQR reports from inception to correct the increment peaking 
name and the class name of power it sold to LEM. 

28. 

29, 

30. LG&E shall submit all procedures to OE for approval within 30 days of 
issuance of a Final Audit Report in this docket. 

Actions Already Taken by LG&E 

LG&E advised us that it would be making corrections to its EQR filings, and that 
such corrections were made on January 3 1,2006. We expect that the revised written 
procedures on EQR filings will be addressed by LG&E in its implementation plan in 
response to this Audit Report. 
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VI. IMPLEMENTATION PLAN 

We recommended that LG&E submit an implementation plan to the audit staff for 
our approval detailing LG&E’s plans to comply fully with the findings and 
recommendations in this Audit Report. The implementation plan should describe the 
actions LG&E has already taken, and will take, that are consistent with and 
complementary to any future structural and organizational changes that LG&E may 
undertake. 

The implementation plan should be submitted within 30 days of issuance of a 
Final Audit Report in this docket. In addition. LG&E shall make quarterly filings 
updating the audit staff of its progress on implementing the plan. The filings shall be 
made no later than 30 days after the end of each calendar quarter, beginning with the first 
quarter after this audit report is issued. and continuing until all the corrective actions are 
completed. 
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r.l!rhael S Beei 

June 29,2006 

Mr. Bryan Craig, Director 
Division of Audits 
Office of E.nforcement 
Federal Energy Regulatory Commission 
EX8 First Street, NE. 
Washington, DC 20426 

RE.: L.ouisville Ga.s and Electric Company, Keiiiuckv Uti1itie.s Company 
Docket No. PA05-9-000 

Dear MI. Craig: 

This letter sets forth the response ofLouisville Gas and Electric Company (“LC&E”) and 
Kentucky Utilities Company (“KU”) (collectively, the “Companies”) to the draft audit report issued by 
the Federal Energy Regulatory Commission’s (“FERC” or the “Commission”), Office ofhforcement,  
Division of Audits (“FERC Audit Staff’) on .June 14,2006, in the above referenced docket (“Draft Audit 
Report”)., As requested, this response addresses: ( I )  whether the Companies agree or disagree with each 
finding and recommendation set forth in the Draft Audit Report; and (2) the corrective actions planned, 
or taken, and target completion dates., 

1. INTRODUCTION. 

The Companies agree with the findings and recommendations set forth in the DraA Audit Report 
Further, the Companies appreciate the opportunity to respond to the Draft Audit Report. Encouraging, 
facilitating, and maintaining on-going compliance with Commission’s regulatory initiatives and 
requirements is ofthe highest priority to the Companies and consistent with the core values and 
behaviors of E.ON 1J.S.. L.L.C and its parent, E.ON AG. The operational audit of the Companies’ 
compliance with the Standards of Conduct, the Companies’ Market-Based Rate Tariffs, Market-Based 
Rate Tariff Code of Conduct (“L.G&E. Code of Conduct”), and the Open Access Transmission Tariff of 
the Midwest Independent Transmission System Operator, Inc. (collectively, “Audit Items”) has been 
beneficial for the Companies as the audit process revealed several areas in which the Companies could 
improve their existing processes and methods. 

During the course of the audit, and as discussed here, the Companies have taken and will 
continue to take substantial steps to improve their compliance The Companies are committed to 
implementing and maintaining a comprehensive internal FERC compliance program as suggested in the 



recent Pdolicy S/almne/it OR EnJorcemeni.l“ One of the core behaviors that defincs the global L O N  
corporate family is the “drive for excellence ” In this rcgard, the Companies are committed to driving f o ~  
excellence in the area of FERC rcgulatory conipliance by implementing, monitoring, and periodically 
evaluating the effectiveness and efficiency o f  existing measures designed to ensure for full compliance. 

In this regard and to clearly demonstrate the Companies’ commitment to compliance, the 
Chairman, President, and Chief Executive Officer of the Companies has expanded the responsibilities of 
the Standards of Conduct Chief Compliance Officer (“CCO” ) to include the L.G&E Code of Conduct 
and the Market-Based Rate Tariffs under which the Companies and any affiliates may be operating. The 
CCO has been further directed to prepare and implement a detailed, comprehensive compliance program 
that encompasses the full rangc of FERC regulatory obligations, and to develop and implement a strategy 
for enhanced training, monitoring, and auditing the effectiveness of the overall internal FERC 
compliance process. The Companies’ ongoing commitmeiit to compliance has the full support o f  the 
entire senior management team of E.ON U.S. L.L,C, as well as their commitment to support the 
development and the implementation of  the broader FERC compliance program. 

As noted in  the Policv Sta/emen/ ON Etforcen7en/, a thorough commitment to compliance must be 
ingrained in corporate culture, Such a commitment is established at the senior most levels of any 
organization and must flow down from management to front-office employces engaged in day-to-day 
operations. As noted above, L O N  U.S. LLC senior management is strongly committed to ensuring 
compliance with all applicable FERC regulatory obligations. The Companies believe that the 
establishment of a detailed and comprehensive internal FERC compliance program will demonstrate this 
commitment throughout the E.ON U.S. LLC corporate family and also to the Commission. Simply put, 
compliance with the letter and spirit of applicable FERC regulatory obligations is encouraged, expected, 
and required at all levels of our organization., Therefore, as the audit process concludes, E.ON U.S. LLC 
reiterates our commitment to strengthening and maintaining an effective and open culture of compliance. 
This commitment is an integral part of our corporate identity and reflects our core values and behaviors, 



11. RESPONSE 1-0 PROPOSED FINDINGS AND RECOMMENDATIONS. 

The Companies sinccrely appreciate FERC Audit StafYs willingness to work with our cniployees 
and, where possible, provide guidance to help strengthen our overall compliance with the Audit items, 
Prior to addressing specific comments on the proposed findings and recommendations, the Companies 
would like to highlight their coopcration with FERC Audit Staff as the audit progressed. We believc that 
thc spirit in which the revised procedures for the Before-the-Purchase Systcm were developed, as well as 
the guidance regarding Standards of Conduct training and for strengthening compliance with the Code of 
Conduct Electronic Bulletin Board (“EBB) posting requirements, are positive examples of how the 
operational audit process can work. The Companies look forward to working with FERC Audit Staffto 
finalize and implement post operational audit compliance plans in accordance with the process described 
in the Draft Audit Report 

As noted in Section I, above, the Companies agree with the findings and recommendations scl 
forth in the Drali Audit Report. As discussed in Section I, above, the Companies and their parent, EON 
U.S. L.L,C, are committed to ensuring on-going compliance with the Audit Items, as well as other 
appiicablc FERC regulatory initiatives and requirements. The Companies were frankly unsettled by the 
number of non-compliance findings identified by FERC Audit Staff We trust that our willingness to act 
without delay to address the identified non-compliance issues and take the necessary steps to strengthen 
and broaden their overall complianec program is, in fact, evidence of the priority the Companies give to 
compliance. These priorities will not change following the conclusion of the audit Finally, the 
Companies would like to emphasize the importance of the absencc of findings of intent to violate 
applicable rules or tariffs regarding the identified areas ofnon-compliance. 

111. UPDATE OF CORRECTIVE ACTIONS TAKEN OR PLANNED AND TARGET COMPLETION DATES. 

The Companies agree to submit an implementation plan within 30 days of the issuance of the 
final audit report., The implementation plan will set forth the distinct steps that the Companies have 
taken, and will take, to fully comply with the findings and recommendations set forth in the final audit 
report. In the interim. the Companies provide the following status report on the steps that they have 
taken during the course of the audit to comply with the findings and recommendations of FERC Audit 
Staff 

A. CODE OF CONDUCT FINDINGS AND RECOMMENDATIONS. 

1 ., Functional. Physical, and Operational Scoaration of LG&E’s Wholesale Merchant 
Function and Affiliated Power Marketer. 

The Draft Audit Report directs the Companies to take all appropriate actions necessary to ensure 
that wholesale merchant function employees (“WMF”) are functionally, physically, and operationally 
separated to the maximum extent practical, as required under the LG&E. Code of Conduct, from their 
affiliated power marketer, LG&E E.ncrgy Marketing Inc. (“L,EM”). Draft Audit Report at 8-1 I . ,  As 
discussed below, the Companies have already implemented, or propose to implement. corrective 
measures designed to satisfy these requirements. While the final details of the steps taken by the 
Companies to achieve the appropriate degree of functional, physical and operational separation required 
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by the LG&E Code oFConduct will be set forth in tlicir implementation plan, ihe Companies provide the 
following update,, 

a., Functional Seoaration Concerns 

The Draft Audit Report states that the functional separation between WMF and L.E.M is not 
consistent with the LG&E. Code of Conduct. Draft Audit Report at 8-9 The Draft Audit Report cites 
two examples of the lack of appropriate functional separation between WMF and LEM Id .  at 8-9. The 
first example concerns meetings jointly attcnded by WMF and LEM personnel and the Senior Vice 
President, Energy Marketing (“SVP Energy Marketing”) at which certain market information about 
WMF and L.EM trading operations was discussed. Id., The second example addresses certain aspects of 
the job description for the SVP Energy Marketing’s indicating “that the SVP Energy Marketing is 
expected to coordinate WMF and LE,M activities to provide a greater return for the L.G&E corporate 
family.” Id  at 9 The Companies agree with the findings madc in the Draft Audit Report regarding the 
functional separation between WMF and L.EM and agree to implement post-audit corrective nieasures to 
improve their compliance with the LG&E Code of Conduct functional separation requirements 

In order to ensure clear and full compliance with the functional separation requirements of the 
L.G&E Code of Conduct, the Companies propose to implement the following corrective measures, First, 
the Companies propose to revise the job description of the SVP E.nergy Marketing. All language in the 
current job description indicating that SVP Energy Marketing is expected to “coordinate WMF and LEM 
activities to provide a greater return for the L.G&E. corporate family” will be deleted. As revised, the job 
description will require the SVP E.nergy Marketing to exercise his corporate oversight and management 
responsibilities for WMF and LEM in a manner that ensurcs that WMF and LE.M: (1) are treated as 
separate and distinct businesses in accordance with the functional separation requirements ofthe LG&E. 
Code of Conduct; and (2) will produce the greatest return for the E..,ON US.  corporate family on an 
independent and stand-alone basis. Further, the revised job description will acknowledge the SVP 
E.nergy Marketing’s obligation to comply with the No Conduit Rule sct forth in the LG&E Code 0 1  
Conduct. 

Sccond, as discussed in Section III.A,l .b. below, the SVP Energy Marketing has discontinued 
holding monthly trading meetings that are jointly attended by WMF and LEM staff Concurrent with the 
physical relocation of L.EM to an enclosed work space on the Fourth (4Ih) Floor West section of the 
E.,ON U S  L.LC Building located at 220 W. Main Street in L.ouisville, Kentucky (‘EON Center”), the 
SVP E.nergy Marketing has implemented a process change and now meets with WMF and LEM 
separately on a monthly basis to discuss relevant business issues Further, as noted in Section III.A.2.a, 
below, the Companies have implemented a process change that requires the CCO or his designec to 
attend any business meetings where both WMF and L.EM staffare present This process change squarely 
covers any meeting where the SVP E,nergy Marketing also may be present with both WMF and LEM 
slafE 

Third, per prior discussions with FERC Audit Staffon or about February 6, 2006, the Companies 
commit to adhere to the chain of command for WMF and LEM in order to maintain scparation between 
the SVP Energy Marketing and the execution of day-to-day WMF and L.EM activities consistent with ihc 
SVP Energy Marketing’s status as one of most senior executives in the E.ON U.S. LLC corporate family 
and the Companies’ existing delegations of corporate authoritics. 
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Together with tlie corrective measures designed to ensure proper physical and operational 
separation discussed i n  Sections 1II.A. 1 .h and c, below, tlie Companies respectfiilly submit that, given 
the relatively small size of E..ON U.S LLC regulated and unregulated trading operations, thcse corrective 
mcasures will provide the functional separation required by the LG&E Code of Conduct (from both a 
substantive and optical perspective). The Companies will submit the specific measures for ensuring full 
compliance with the LG&E Code of Conduct functional separation requirements as part of their posr- 
audit implementation plan. 

h. Physical Separation Concerns. 

The Draft Audit Report states that the physical separation between WMF and LEM is not 
consistent with the L.G&E Code of Conduct., Draft Audit Report at 9. The Companies agree with the 
findings regarding physical separation concerns and, as discussed below, have impienientcd a number of 
corrective measures that assure that the physical separation o l  WMF and L.E.M is consistent with the 
L.G&E. Code of Conduct 

As a follow-up to the discussion regarding the physical proximity of WMF and LEM in their 
letter to FERC Audit Staffdated January 11,2006 ("January I 1  Lztter"), the Companies hereby confirm 
that as of March 31,2006, LEM has been physically relocated to an enclosed work space on the 4"' Flooi 
West section of E O N  Center The enclosed LEM work space on the 4Ih Floor West section o i the  E..,ON 
Center is secured by a card-key reader that only permits access to LEM personnel and a limited group of 
support personnel that may be shared consistent with requirements of the L.G&E. Code of Conduct, such 
as the K O  and designees, internal legal cotinscl, Energy Marketing Accounting, Trading Controls, and 
Operations Analysis/System Implementation, 

Neither the 4'h Floor of the LON Center nor the enclosed LEM workspace located thereon can be 
accessed by WMF personnel. Conversely, neither the 7Ih Floor of the E..ON Center nor the enclosed 
WMF workspace located thereon can be accessed by LEM personnel. 

A full description of the specifics regarding the key card access restrictions to the enclosed LEM 
work space on the 4"' Floor West section, and to the WMF work space on the 7Ih Floor North scction, of 
the E O N  Center will be provided in the Companies' post-audit implementation plan. Further, written 
procedures governing the access to the WMF and L.EM workspaces for autliorizcd E.ON U.S.  L.L,C 
employees and other permitted persons will be adopted by the Companies as part of comprehensive Code 
of Conduct compliance program. 

C. Operational Separation Concerns with Respect to Recorded Phone Calls 

The Draft Audit Report states that the operational separation between WMF and LEM with 
respect to recorded phone calls on two (2) RACAL digital tape recorders is not consistent with the 
LG&E Code of Conduct. Draft Audit Report at 9-10. The Companies agree with these findings as set 
forth in the Draft Audit Report and have already undertaken measures to ensure compliance with the 
operational separation requirements of the LG&E Code of Conduct as i t  relatcs to recorded phone 
conversations. Further, as discussed below, the Companies propose to implement additional measures to 
ensure compliance with this aspect of the operational separation requirement. 
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In their January I I Letter, the Companies proposed to implement certain internal controls to 
ensure appropriate operational separation under the LG&E Code of Conduct with respect to WMF and 
LE,M trader telephone conversations using RACAL. digital tape recorders .January I 1  Letter at 5, The 
Companies continue to pursue the implementation of the corrective measures outlined in the January I 1 
Letter. However, the Companies hereby inform FE.RC Audit Staff that, on or about December 14,2005, 
the RACAL. digital tape recorders were replaced by two (2) NiceCall Focus 111 voice recording systems 
that contain technology that permit the “desktop review” of previously recorded conversations. One 
NiceCall Focus I11 machine is dedicated exclusively for use by L.EM. The second machine is dedicated 
for use exclusively by WMF. The Companies believe that their investment in separate voice recording 
machines for L.E.M and WMF that contain “desktop review” technology is a substantial step towards 
achieving the operational separation required by the L.G&E Codc of Conduct with respect to recorded 
calls. 

Distinct from the RACAL recorders, the NiceCall Focus 111 voice recording systems are operated 
on a stand-alone basis and are not intcrconnectcd in any way, physically or operationally. As noted 
above, these machines contain technology that allows traders to engage in desktop review of prior 
recorded calls. As discussed in greater detail in the Companies’ post-audit implementation plan, traders 
for WMF and L.EM are assigned specific channels on thc NiceCall Focus 111 machine assigned to their 
business unit and are only permitted access to those channels.’41 In order to provide appropriate risk 
management and corporate oversight oftrading activities, supervisory personnel within LE.M and WMF 
are also permitted to access the recorded conversations of traders assigned to their business unit Is’ 
Limited access to recorded conversations is permitted by certain “shared support” personnel that arc 
subject to the No Conduit Rule under the L.G&E Code of Conduct, such as internal legal counsel, 
Trading Controls, Energy Accounting, Contract Administration, and the CCO and his designees. 

In two distincl respects, the Companies believe that the use of the separate NiceCall Focus 111 
machines with “desktop review” technology will help ensure on-going compliance with the operational 
separation requirements of the L.G&E, Code of Conduct. First, “desktop review” technology eliminates 
the need for WMF and LE.M personnel to have physicdl access to the work space where these machines 
are currently stored. Second, because different Nicecall Focus 111 machines are used by WMF and 
L&M, taken together with the fact that WMF and LEM have been physically separated as described in 
Section I I I A  1 .b, above, there is no risk of personnel from one operation gaining indirect, remote access 
to non-public market information on the other operation’s recorded lines. 

As discussed in greater detail in their post audit implementation plan, the Companies propose to 
adopt a comprehensive set of written procedures designed to facilitate on-going compliance with L.G&E 
Code of Conduct operational separation requirements as applied to recorded calls for both the new 
NiceCall Focus 111 machines and for historic conversations recorded on the RACAL. tapes. The 
Companies will adopt these written procedures as part of comprehensive Code of Conduct compliance 

“‘I 

assigned channels on the NiceCali Focus Ill machine that is dcdicated for use exclusively by I EM Similarly. WMF traders 
may only access assigned channels on the NiceCall Focus I l l  tl ial is dedicated for use exclusively by WMF 
Is’ L.EM supervise? personnel may only access voice recordings on the NiceCall Focus 111 machine dedicated for use 
exclusively by LEM Similarly, WMF supervisory personnel may only access voice recordings on the NiceCall Focus 111 
machine dedicated exclusively for use by WMF,  

Because separalc NiceCall Focus 111 machines are used by L.EM and WMF, traders for LEM may only access 
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program., With regard to historic convcrsations recorded on the RACAL tapes, the Companies propose 
to implement internal controls consistent with those outlined i n  their January 1 1  L,ettcr 

In that regard, the January 1 1  L.etter proposed to implement a policy or set of procedures designed 
to ensure that: ( I )  trading personnel of one opcration (whether WMF or L.E.M) will not have access to 
RACAL tapes ofrecorded conversations of the other; and (2) that anyone requesting access to RACAL. 
tapes of recordcd conversations must listen to such tapes in a location that does not permit access to 
phone conversations of the other group ( / . e ,  in their assigned work spaces). Specifically, the Companies 
proposed to develop a log book or another form of written record to document requests For access to 
historic conversations recorded on the RACAL tapes that requires the following information: 

The name of the person(s) seeking access to the RACAL tapes containing the recorded phonc 
conversations; 

The name of their business unit (e.g , WMF. LEM, legal or regulatory); 

A brief description of the recorded conversations on the RACAL tapes for which access to the 
tapes is sought; 

A brief description of the reasons for reviewing the recorded conversations on the RACAL 
tapes ( e g  , contract dispute. inconect trade confirmation. 

Finally, the Companies propose to include written procedures to provide for the periodic review by the 
CCO or his designee ofthe RACAL. tape log book or other written record., These written procedures will 
be adoptcd as part o f a  comprehensive Code of Conduct compliance program 

2 Sharing of Market Information. 

a. Joint Staff Meetings Between WMF and LEM 

The Draft Audit Report states that the WMF shared marketing information through presentations 
at joint staff meetings in violation of the LG&E. Code of Conduct. Draft Audit Reporl at 12-13“ The 
Companies agree with these findings regarding joint staff meetings between WMF and L.EM as set forth 
in the Drafi Audit Report., As discussed below, the Companies have already undertaken significant 
measures to ensure compliance with the information sharing restrictions i n  the L.G&E, Code o i  Conduct 
and propose to formalize these measures in their post-audit implementation plan. 

In June 2005, the Companies revised the agenda ofthe monthly trading meetings jointly attended 
by WMF and LEM pcrsonnel, as wcll as the SVP E.nergy Marketing and staff from Market Analysis, 
Trading Controls, Operations Analysis, and Fuels Management to address concerns raised by FERC 
Audit Staffregarding the sharing of WMF historical off-system sales (“OSS”) summary information 
during these meetings. See Draft Audit Report at 14 From the period June 2005 through March 3 1 ,  
2006, the Companies altered the agenda so that the presentation regarding WMF’s OSS was not made 
until L.EM employees were dismissed from the meeting. Since December 2005, the Companics have 
adopted certain process changes, including the requircment to have the CCO or his designee attend all 



business mcetingsjointly attended by WMF and LEM personnel. The CCO or his designee maintains a 
high-level agenda andior minutes of such joint meetings. 

Please note that beginning on or about April I ,  2006, the SVP Energy Marketing discontinued 
scheduling and holding monthly trading meetings that are jointly attended by WMF and LEM staff. The 
monthly trading meetings are now held by the SVP E,nergy Marketing with WMF and LE.M staff 
separately. These separate meetings are also attended by staff from Market Analysis, Trading Controls, 
Operations Analysis, and Fuels Management, who are shared support staff under the L.G&E Code of 
Conduct and subject to the No Conduit Rule, In accordance with the No Conduit Rule, non-public WMF 
or L.E.M market information discussed during meeting with one business unit ( i . e ,  WMF) is a shared i n  
meetings with the other business unit (i e ,  LE.M) and vice versa 

As discussed i n  greater detail in their post-audit implementation plan. the Companies propose to 
adopt the process changes as part of a comprehensive Code of Conduct compliance program. In 
addition, the Companies propose to memorialize as part o f a  comprehensive Code of Conduct 
compliance program that monthly trading meetings discussed in tlic Draft Audit Report are held 
separately with WMF and LEM staff, 

b. Password Access to EMS Information 

The Draft Audit Report states that Companies password access controls to the shared Energy 
Management System (“EMS”) were insufficient and inconsistent with the Companies’ password security 
policy., Draft Audit Report at 13. Prioi to February 2004, the Companies permitted WMF and LEM 
users to access the EMS using separate group accounts and passwords, rather than using unique user 
accounts and passwords,, Id. As a consequence, the Draft Audit Report states that failure to require 
unique password acccss was contrary to the Companies’ password security policy and incrcased the risk 
of inappropriate information access via the EMS. Id. The Companies agree with the findings regarding 
password access to EMS information as set forth in the Draft Audit Report and have already taken 
corrective measures to address these concerns. 

As noted in the Draft Audit Report, in February 2004, the Companies have implemented 
individual user-ids and passwords for its current GE/Han.is E.MS. As required by GE./Harris vendor 
support requirements, a common user-id still exists solely and exclusively for maintenance purposes. 
However, the WMF and LEM E.MS users do not have access fo the vendor required comnion user-id and 
may only access the EMS through their own unique user-id and password. 

The Companies are in the process of installing a new Open Systems International (“OSI”) E.MS., 
I t  is anticipated that the OS1 EMS will become fully operational on or about December 3 I ,  2006 As part 
of their post-audit operational plan, the Companies will provide an update on the status ofthe installation 
of the new OS1 EMS and on a quarterly basis thereafier until the OS1 EMS becomes fully operational 111 

addition, the Companies agree to conduct an independent review by their internal audit department or an 
outside audit firm when the OS1 EMS is implemented to ensure that there is no unauthorized EMS screen 
access by WMF and LEM staff. Finally, a requirement mandating the periodic review of EMS access 
requirements will be adopted as part of the Companies’ existing Standards of Conduct compliance 
program and the proposed comprehensive Code of Conduct compliance program. 
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3 ., Posting Informatioii on Sales to Affiliates at Market-Based Rates. 

a. Accessibilitv of EBB lnformation to Market ParticiDants., 

The Draft Audit Report raised a number of concerns regarding thc accessibility of the Companies 
EBB to market participants Draft Audit Report at IS-16 The Companies agree with the findings 
regarding the accessibility of EBB information to market participants 

As noted in  the Companies' January 1 1  Letter, as of January 2006, a link to the EBB, entitled 
"L.E.M Transactions" was posted on the left-hand columti of regulatory page of the E O N  U.S. LLC 
Internet site. .January I I Letter at 6 n.2. The r-egulatory page of the E.ON U.S. LLC Internet site can be 
accessed at the following web address: littp://w~w.eon-us.com/re~~ilatorv.asi). Subsequently, to ensure 
the easiest possible ratepayer and market participant access to the EBB, the Companies posted an 
additional EBB link, entitled "L.EM Transactions EBB," on the lower right-hand comer of the homepage 
of E.ON U S. L.L.C Internet site., The homepage of the E,,ON U,S  LL,C Internet site can be accessed at 
the following wcb address: httn://www.con-us.com/home.asl?. Accordingly, as of the date hereof, there 
are two (2) separate and casily accessible links on the E.ON 6J.S LLC Internet site for interested parties 
to view the EBB. 

A copy of thc regulatory page and the home page of the E.ON U.S. L.LC Internet site containing 
the existing links to the Companies' EBB on are appended hereto as Attachment A. 

b. Posted Offers to Sell on the EBB 

The Draft Audit Report states tliat Companies' efforts to post offers to sell to LEM on the E.BB 
were not consistent with posting requirements set forth in Paragraphs 7 and 8 ofthe L.G&E Code of 
Conduct. Draft Audit Report at  16-17. The Companies agree with the findings regarding posted offers 
to sell on the EBB as set forth in the Draft Audit Report. As noted in their .January 11 Letter, the 
Companies proposed to develop process changes to facilitate simiiicantly stronger compliance with the 
posting requirements set forth Paragraphs 7 and 9' of the L.G&E Code of Conduct. 

A presentation generally outlining the proposed process changcs was made and submilted to 
FE,IIC Audit Staffon December 16,2005, The process changes proposed in the prcscntation and 
described below are based on the Companies' understanding of existing Commission precedent 
addressing the need for implementing thc E.BB requirement when regulated utilities engage in market- 
based sales with unregulated affiliates. Specifically, Commission precedent is clear tliat when traditional 
public utilities engage in power sales to an affiliated power marketer, public utilities may have an 
incentive to favor tlieir affiliated marketer to the detrimcnt of captive ratepayers.'61 Such behavior can 
take place when a public utility and its affiliated power marketer transact in ways that result in a 

"" 
in Docket No ERY9-1623 were incorrectly numbered. Therc are a tori1 of nine ( 9 )  paragraphs The eighth and ninth 
paragraph of the L.G&E Code of Conduct are incorrectly labeled peragraplis 9 and IO 
iil 

(2002);Fir:rfElrer67'(;ur/, ecu/.94FERC~61,182at61,63O(2001);A//iu~r/.Se~i~ic~'~C1). (15 FERC ~61,.344at67.3.35 

The paragraphs in the currently effeclive L.G&E Code of Conduct originally accepted for filing by the Commission 

SeeDefruifEdisun Co. e/u/..XOFERC~6I,348at62.198(1997); ~ ~ ' ~ u l s u A q u i / u .  /!IC, 101 FERCI61,331 at P 8 

( 1998) 
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diversion of benefits from the public utility (and its captive ratepayers) to the affiliated power marketer 
(and its  shareholder^),^" 

To avoid the diversion of benefits from captivc ratepayers to shareholders, the Conmission 
requires that utilities cngaging in power sales to affiliated marketers must price such transactions at a ratc 
no lower than the rate the utilities charge to oon-affiliates.'xl The requirement to "simultaneously" post 
offers to, and executed sales with, an affiliate marketer on an E.BB is intended to provide transparency to 
this affiliate sales process The purpose for providing such transparency is to allow interested third- 
parties ( i  e.. ratepayers and market participants), as well as the Cornmission itself, to independently 
verify whether such altiliate transactions were priced in  accordance with this standard 

As a practical business and operational matter, it is extremely difficult, if at all possible, to 
comply with the literal language set forth in Paragraphs 7 and 9 of the L.G&E Code of Conduct, i e ,  
mandating the simultaneous posting of: ( 1 )  offers to LE.M; and (2) executed affiliate power sales 
transactions, Due to the pacc of modem trading operations, transactions are negotiated and executed 
within minutes. Traders in the WMF cannot in such a short period of time: ( 1 )  survey the market and 
develop a credible picture of the prevailing market price for a given product; (2) negotiate with several 
counterpaltics to obtain the best sales price possible; ( 3 )  execute trades; and (4) post offers to, and 
executed sales with, L.EM at the same time they take place. 

The proposed EBB posting process changes discussed with FERC Audit Staff are intended to 
reflect the practical realities of engaging in real-time trading activities within a small organization. More 
importantly, the Companies believe that the process changes discussed with FERC Audit Staff are 
consistent with both the intent and spirit of the Commission's existing precedent and policies designed to 
prevent affiliate abuse and selfLdealing described above 

Thc Companies believe that addressing these operational realities in a practical manner must have 
been considered by the Commission when it established the simultaneous posting requirements codified 
in Paragraphs 7 and 9 of the LG&E. Codc of Conduct Further, the Companies believe that these 
operational realties must have been intended when Paragraphs 7 and 9 were written. As proposed to 
FERC Audit Staff, the EBB posting process changes will provide ratepayers, market participants, and the 
Commission with a workable, easily accessible, and transparent meclianism for monitoring on a real-time 
basis whether sales by the Companies to LEM may result in an improper diversion of benefits from 
ratepayers due to the failure to price such transactions in a manner that complies with the LG&E. Code of 
Conduct 

The Companies recognize the complexities of this particular issuc and look forward to working 
n,ith FEKC Audit Staff to finalize these process changes as part of their post-audit implementation plan. 
The final process changes for posting offers tu sell on the EBB will be adopted as part of a 
comprehensive Code of Conduct compliance program As discussed in greater detail in the Companies' 
post-audit implementation plan, E,.ON U S L.LC senior management will supervise the formal roll-out 
scssions for implementing the final EBB posting process changes. Specifically, the roll out and 
subsequent training sessions will not only discuss the purpose and application of the E.BB posting 
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pi-ocess, they will also emphasize the importance of  this process and the need to vigilantly assure 
compliance thcrewith After the initial roll out, the Companies propose to conduct periodic internal 
reviews and follow-up training to ensure on-going compliance 

C. Prices of Affiliate Sales. 

The Drafi Audit Report states that the Companies did not have any written procedures or other 
controls for WMF traders to determining whether sales to L.EM were consistent with the affiliate pricing 
provisions sct forth in Paragraph 6 of the LG&E Code of Conduct. Draft Audit Report at 17 The Draft 
Audit Report notes that the WMF traders established tlie market price for next-hour energy sales to LEM 
through telephone queries with potential counterpartics and through broker quotes,, Id. The Draft Audit 
Report further states that, although no evidence that WMF traders transacted with L.L;M at less than 
market pricc, WMF traders did not generally employ strong controls to establish the market prices, Id. 
The Companies agree with the findings relating to the pricing of affiliate sales as set forth in tlie Draft 
Audit Report., 

The process changes for posting offers to sell on the E.BB discussed in Section III.,A.3.b, above, 
were addressed in the presentation presented to FERC Audit Staff on December 16,2005. In relcvant 
part, the process changes outline thc steps by which WMF traders must determine whether posted offers 
to sell to LE.M hourly or daily energy are priced no lower than prevailing market prices for each product 
These procedures provide Cor a specific period after an offer to sell to L.EM is posted on tlie EBB during 
which WMF traders must exercise commcrcially reasonable efforts (i .e , due diligence) to survey the 
market and detcrmine whether non-affiliates have any interest in pursuing an opportunity equivalent to 
that being offered to LEM. The WMF traders may not transact with LEM until after the specified 
posting period has expired. If, at the expiration of such period, an offer to sell to LEM posted on the 
E.BB is the best and highest price available ( i , e ,  no lower than the price offered or sold to non-affiliates). 
the Companies may execute the sale to LEM. 

As discussed in greater detail in thc Companies' post-audit implementation plan, these procedures 
wil l  be adopted as part of a comprehensive Code of Conduct compliance program. 

d. EBB Postings in 2001 

The Draft Audit Report identifies certain concerns that took place in  2001 relating to whether, for 
a period of time, the EBB was properly used to post offers and sales from WMF to LE.M to support a 
long-term sales obligation that L.EM had with Morgan Stanley. Draft Audit Report at 17. The 
Companies agree with the findings regarding the EBB postings i n  2001 as set forth in the Draft Audit 
Report. E ON U.S. LLC senior management is deeply committed to ensuring that the Compaiiies use tho 
EBB to properly post offers and sales to LEM in accordance with the L.G&E. Code of Conduct 
requirements 

E,,ON U.,S, L.LC has and will continue to commit tlie time and resources necessary to iiiternal 
compliance measures designed to facilitate an enhanced understanding of, and conipliance with, the EBB 
posting requirements set forth in the L.G&E. Code of Conduct. As discussed with FERC Staff at length 
and proposed in the Companies' December 16,2005 presentation, E..ON U S  LLC management believes 
that significantly cnlianced compliance with the EBB posting rcquirements may be achieved through: 



Implementing a revised user friendly EBB offer matrix that contains key dcal parameters and 
clearly articulates appropriate definitions and user guidclines; 

Providing formal employee training regarding the purpose, application and importance of the 
EBB posting process (including potential ramifications for non-compliance -- both internally and 
externally); 

Implementing additional internal controls designed to cnsure that, when offers to LE.M are made 
and sales are executed, all required EBB postings a n  timely made and consistent with the L.G&E. 
Code of Conduct: and 

Providing periodic follow-up training and reviewing the revised EBB posting process 
periodically to cnsure that it is operating correctly. 

As will be discussed in greater detail in the Companies post-audit implementation plan, because a - 
true culture of compliance flows down from the top of corporate organizations, the Companies propose 
that the process changes for the EBB posting process will be fonnally rolled out by cunent E.ON U.S. 
1.L.C management. Senior management will ensure proper oversight of cmployee training sessions 
regarding the scope, application and importance of the EBB posting process In addition, management 
will ensure that appropriate resources are dedicated to conduct periodic internal reviews and follow-up 
training to ensure on-going compliance with the EBB posting requirements, 

B. 

As discussed in Section I above, as part of their post-audit implementation plan, the Companies 

STANDARDS OF CONDUCT FINDINGS AND RECOMMENDATIONS. 

propose to undertake a comprehensive review of their Standards of Conduct Written Procedures 
(“SCWP) posted on the E..ON U.S. L.L.C Internet site, and revise and update the SCWP as necessary. 
The comments below respond to the specific findings and recommendations set forth in the Draft Audit 
Rcport 

I. Disclosure of Transmission and Customer Information 

a. Disclosurc of Transmission Information bv Telephone. 

The Draft Audit Report identilies three instances where transmission function employees of the 
Companies disclosed non-public transmission information to regulated generation dispatchers during the 
course of reliability-rclated Transmission Line L.oading Reliellgeneration redispatch events (“Gcneration 
Rcdispatch E,vents”) Draft Audit Report at 20-2 1 . Bccause the Companies regulated generation 
dispatchers are organizationally and functionally housed in the WMF business unit (an E.nergy Affiliate). 
thc identified transmission information was disclosed through non-public conimunications. Id at 17. 
The Companies agree with the factual findings regarding the disclosure o f  transmissian information by 
telephone as set forth in the Draft Audit Report, subject to the following factual clarification Thc 
identified disclosures of transmission information occurring by telephone during Generation Dispatch 
E.vents were posted oil the Standards of Conduct Page of thc LON tJ S., L1.C Internet site on January 13. 
2006. The posting can be found at: http:Nwww.eon-us.conilregulatorv/disclosure of inforrnation.pdf. 
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In their January I I L.etter, the Companies proposed to develop ceriain process changes to ensure 
that any information disclosed by transmission function employees or by a third-party Transmission 
Provider are promptly reported to the CCO for evaluation and, where necessary. postcd on the OASlS or 
the EON US. LLC Internet site. January 1 I L.etter at  8-9 In tlic intervening period, the process 
changes outlincd below have been implemented by the Companies, These process changes govern the 
behavior of both transmission function emplo,yees and regulated generation dispatchers during 
Generation Redispatch Events and includc the following concepts: 

During Generation Redispatch Events, transmission function employees are only to provide 
specific redispatch instructions, 

Absent emergency circumstances affecting system reliability, transmission function 
employees may not provide regulated generation dispatchers with information regarding the 
cause of the Generation Redispatch E.vent. 

Transmission function employees and regulated generation dispatchers arc required to 
document and provide prompt notice to the CCO or his designee of any instance in which 
non-public transmission information is disclosed to regulated generation dispatchers, whether 
by transmission function employees or any other third party (including, but not limited to, a 
security coordinator or reliability authority, or another Transmission Provider), 

In the event of any disclosures of non-public transmission information by a third-piirty 
(including, but not limited to, a security coordinator or reliability authority, or another 
Transmission Provider), apart from notifying the CCO, transmission function employees and 
regulated generation dispatchers will comply with the No Conduit Rule, 

Regulated generation dispatchers should @trade on any non-public transmission 
information improperly disclosed to them. 

As will be described in greater detail in the Companies' post-audit compliance plans, the process 
changes outlined above will be converted into written procedures and incorporated into the Companies' 
existing SCWPs and future Standards of Conduct trainiiig programs sponsored by the Companies. 

b .  Disclosurc of Transmission Infornialion at a Meeting Attendcd by 
Transmission and Marketing Employees. 

The Draft Audit Report identifics one meeting in which transmission personnel and nwrkeling 
personnel werc present at which the Companies' transmission personnel disclosed non-pubic information 
regarding the status of two transmission projects. Draft Audit Reporl at 21 The Draft Audit Report 
notes that the disclosure was not posted on the OASIS in a timely manner. Id, As notcd in the Draft 
Audit Report, no cvidence was found that Companies' E.nergy or Marketing Affiliates traded on this 
information Id. The Companies agrce with the findings regarding the disclosure of transmission 
information at a mceting attended by transmission and marketing employees as set forth in tllc Draft 
Audit Report 
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The Companies posted the non-public transmission information disclosed in the meeting 
identified in the Draft Audit Report on the E O N  U S. L.LC Interne! site a!: http://www.eon- 
tis.com/reeulatorv/disclosure of inforniation.pdf on March 3 I ,  2006. Further, beginning in April 2005, 
tlie Companies adopted certain process changes in response to concerns raised by FE.RC Audit Staff that 
cross-functional business meetings between transmission function employees and empioyecs of Fnergy 
or Marketing Affiliates (“Cil; Meetings”) create the potential for the sharing of non-public transmission 
information., Since Apr,il 2005, the CCO or his designee has attended all identified C/F Meetings., The 
CXO or his designee maintains a liigli~-level agenda and/or minutes for each meeting. The C/F Meetings 
include not only senior level staff meetings but also meetings attended by line level ‘Transmission 
Function Employees and employees of Energy Affiliates 

In addition, the Companies propose to continue to conduct periodic “function specific” training 
sessions, including those with LON U S LLC senior management, to ensure that employees at all levels 
oi the E O N  U S  L.1.C‘ organization fully understand the scope and application o l the  Standards of 
Conduct restrictions on tlie sharing of non-public transmission information, including the requirements to 
post disclosures of noti-public transmission information As discussed in grcater detail in their post-audit 
implementation plan, the Conipanies propose to: ( I )  adopt procedures detailing the need for the CCO or 
his designee to be present at all CIF Mcctings as described above and incorporate such procedures into its 
SCWPs; and (2) will provide additional information about tlie “function specific” training sessions. 

c. Disclosure of Customei Load Data by E-Mail. 

The Draft Audit Report states that a transniission function employee e-mailed a marketing 
eiiiployee specific, non-pubic customer load information on a monthly basis through February 2005. 
Draft Audit Report at 21. The Draft Audit Report notes that the Companies failed to post these 
disclosures on the OASIS in  a timely manner. Id The Companies agree with the findings regarding the 
disclosure of customer load data by e-mail as set Ibrth i n  the Draft Audit Report. 

As noted in the posted disclosure, the custonier information at issue involved after-the-fact, 
monthly historic peak transmission load information. This information is used by !he Midwest IS0 to 
invoice the Companies for their Schedule 10 charges under the iVidwes! 1SO’s Open Access 
Transmission Tariff (or Module B of the Day 2 TEMT) The WMF is responsible for budgeting, 
approving and paying the Midwest IS0 invoice” The non-public customer load data disclosed via e-mail 
to marketing employee identified in the Draft Audit Report was posted on the E.ON US. LLC Internet 
site on March 3 1 ,  2006 at: http:i/www.eon-tis.coin/re~ulatorv/disclosure of information.pdf. 

Since February 2005, !he Companies have iinplcnientcd process changes to ensure that 
transmission function employees no longer provide non-public customer load information to Energy or 
Marketing Affiliate employees., As will  be discussed in greater detail in their post-audit compliance plan. 
these process changes will be memorialized and incorporated into the Companies’ SCWPs. In addition, 
the Companies agree to perform a review of all transmission and customer information shared through e- 
mail distribution in order to ensure that such information is not inappropriately shared with E.nergy 01 
Marketing Affiliate employees. The Companies further propose to implement new written procedures 
that require tlie periodic review of such c-mail distributions to ensure ongoing compliance with the 
Standards of Conduct. 

http://www.eon


- 7 ., Standards of Conduct Trainin?, 

The Draft Audit Report states that the Companies’ Standards of Conduct training program was 
inconsistent with the Commission’s regulations and the Companies’ SCWP and implementation plans 
Draft Audit Report at 24 During the audit, FERC Audit Staf’ldiscussed the Companies’ training with 
the CCO, his designees and other E.ON U S. LL.C officials. Subsequently. on November 10, 2005, the 
Companies submitted a letter outlining an enhanced Standards of Conduct training program I d  FE.IiC 
Audit Stafffound the proposed compliance plan lo be consistent with Order No, 2004 and proposed 
findings and recommendations. Id The Companies accept the findings regarding Standards of Conduct 
training as set forth in the Draft Audit Report 

Thc 2005 edition of the Companies’ Standards of Conduct training took place from November 
17, 2005 through December 3 1, 2005. The 2005 training program required the participation of &I 
employees in the E..ON U.S L.L.C corporate lamily at  the manager level and above, as well as employees 
with the words or phrases “supervisor,“ “team leader,” or “group leader” i n  their job t i t l c [ y i  In  addition, 
the Companies trained all employees in the following lines of business: ( I ) the Companies’ Transmission 
I;unction: (2) All E.nergy Marketing Personnel (regulated and unregulated); (3) Information Technology; 
(4) Accounting and Finance; (5) Corporate Communications; (6) Legal: and (7) Regulatory. These 
fitnctional areas of responsibility were selected because employees in such areas have or may have 
access to non-public transmission information through the Companies’ financial books of account, 
records or contracts or real-time, day-to-day operations., 

As noted in the Draft Audit lieport, in 2005, the Companies significantly increased the number of 
employees who have received the Edison Electric Institute (“EEl”)-developed, electronic Standards of 
Conduct training program by eighty percent (80%). from approximately 610 to approximately 1,100. 
The Companies are committed to further strengthening their training program to ensure that on a going- 
forward basis it remains consistent with Coinmission requirements and internal training plans. As part of 
this process, the Companies will memorialize new process changes for ensuring that new employees and 
transfers receive the appropriate Standards of Conduct training. The Companics’ future Standards of 
Conduct training plans will be discussed in greater detail in their post-audit implementation plan. 

/ ” “  

luiictioii. such as nlanagers and siipcrvisors of substation coiistructioii crews which respond to outages that can aSSect tllc 
Companics integreted tranmiission and distributioii syslenis In addition. this group of eniployres included all managers. 
supervisors or above higher ranking persnniiel that are employed by Energy Affiliates that operate generation facilitics on 
bchalf of otlicr investor-owned utilities 

Included within tlie group of cmployees descrihcd abovc arc certain field personnel i n  the Companies‘ distribution 
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3. Controls Used to Limit Access to the Systeni Control Centers 

a. CCO Perniission to Visit the System Control Centers 

Tlie Draft Audit Report slates tlie Companies did riot kill ow^ Section IV A.2 b of their posted 
SCWP to control and track access of its marketing employees to their Waterside and Dix Dam system 
control centers. Draft Audit Report at 27. The Companies agree with the findings regarding CCO 
permission to visit thc system control centers as set forth i n  the Draft Audit Report Below the 
Companies discuss certain corrective measures that have already been undertaken to address concerns 
identiiied by FE,RC Audit Staff. 

As notcd in the Draft Audit Report, on January 10,2005. tlie Companies rcviscd tlic Standards of 
Conduct page o l the  LON WS LL.C website to include a link titled, “Rcqiiest for Access to 
Transmission Contiol Center.” The link can be found at: I i t t i i : ~ ~ \ ~ ~ ~ \ ~ . c o i i -  
II i , c l l l l l / r c x ~ l l a ~ c  
electronic rcquests by employees of Energy and Markcting seeking access to the Transmission Control 
Centers Consistent with Section IV,A 2.b of the Companies’ SCWP, tlic link directs E.nergy or 
Marketing Affiliate employees to submit the following itiformation to the CCO as part of a request for 
access to the to the Transmission Control Centers: 

The link provides instructions for the submission ofwritten, 

Tlie proposed time and date that access to the Transmission Control Centers is required; and 

A verifiable and legitimate business purpose for seeking access to such facilities 

Consistent with Section IV.A.2 b of SCWP, the link states that the CCO shall: ( I )  review such requests 
and approve or deny them; and (2) maintain electronic copies ofall  forms submitted and his decision to 
approve or deny such requests for a period of three (3)  years, 

Subsequently, on Febmary 2, 2006, the Companies posted an annonilcement on the E..ON U S  
L.LC Intranet site prominently announcing the new “Request for Access to Transmission Control Center” 
link on the Standards ofconduct section of Rcgulatory page of the E..ON 1J.S LLC Internet site. The 
announcement o f  thc “Request for Access to Transmission Control Center” link was made available to 
a11 E ON U S .  L.L.C employees as part 01 tlie daily “News Transmission” published on  the E.ON U.S. 
L.LC lntranet site. In addition, an e-mail blast was distributed to all employees highlighting the “Request 
for Access io Transmission Conttol Center” link as a headline story in the “News Transmission” itenis 
for February 2, 2006. 

As will be discussed in greater detail in their post-audit implementation plan, the Companies will 
further review and strengthen its system control center access procedures as directed in  the Draft Audit 
Report. Further, the Companies commit to internally announce on a periodic basis the “Request for 
Access to Transmission Control Center“ link on tlie Standards of Conduct section oCRegulatory page of 
the E ON US. L.LC Internet site 

b Controls on Visitors Entering the System Control Centers 
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The Draft Audit Report states that the written log books documenting visitors' access to the 
Waterside and Dix L)am system control centers were iiiconsistcnt with Companies' SCWPs Draft Audit 
Report at 28 Specifically, the written log hooks did not collect some pertinent inforniation that was 
required in Section 1V.AZ.b ofthe SCWPs., I d  The Companies accept the findings regarding controls 
on visitors entering the system control centers as set forth i n  the DraIt Audit Report 

The Companies confirm that by January 13. 2006. the log hooks located at the Waterside and Dix 
Dam systcni control centers were in place and updated to contain tlie same ficlds of inquiry set forth in 
Section IV.A.2.b o l t h e  SCWP, which include the following: 

The name of the transmission customer: 

Date and time of'the visit; 

The name of tlie Transriiission Function Employee or other Company Personnel (as that term 
is defined in the SCWI') hosting the transmission customer; 

Whether tlic transmission customer is an affiliate: and 

The update of the logbooks to include these fields of inquiry ensures consistency with the 
Companies' existing SCWP procedures and creates an audit trail that allows for independent cerification 
regarding whether the Companies' Energy and Marketing Affiliate eniployees had access to system 
control centers in any way that differed from non-affiliate transmission customers. The Companies agree 
to the reconimendations set forth in the Draft Audit Report and will provide greater detail regarding 
additional corrective measures (if any are required) in their post-audit implementation plan. 

The purpose of the visit. 

C. Access to Transmission Information Once h i d e  the System Control 
w, 

The Draft Audit Report raises concerns that non-transmission function employee visitors to 
Waterside and Dix Dam system control centers could gain access through a direct, external line o f  sight 
to certain non-public transmission information posted on monitors and boards within these facilities 
actual transmission system control rooms Draft Audit Report at 29. The Companies agree with the 
findings regarding access to transmission infoi.mation once inside tlic system control centers as set forth 
in tlic Draft Audit Report. 

In their Januai,y 1 I Lctter, the Companies comniitted to install by January 13. 2006 certain 
temporary, but effective, covers on all windows on doors, or windows that serve as partitions or walls for 
purposes of  impeding a direct view into the control rooms at Waterside and Dix Dam. Thc Companics 
hereby confirm that such temporary covers were in fact installed by January 13,2006. Further, the 
Companies committed to implement a permanent solution through the use of frosted glass or anothcr 
similar technique by the cnd of thc first quarter of2006. By this letter. the Companics hereby confirni 
that, prior to the end oftlie first quarter of 2006, pemianent window frosting treatment covers were 
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installed all windows on doors, or windows that serve as partitions or walls Tor purposes ofimpeding a 
direct view into the control rooms at Waterside and Dix Dam 

4 Organizational Charts 

The Draft Audit Report states that Companies have not properly posted certaiii organizational 
cherts showing: ( I )  employee information required for all business units in tlie sales function; (2) the 
position of all Energy and Marketing Affiliates with the E’LON IJ S. L.L,C family corporate structure: and 
(3 )  that the Companies use ii service company as  an employment niechanisni for tlie Transmission 
Provider and for its E.nergy and Marketing Affiliates, Draft Audit Report at 30-32 The Companies 
agree with tlie findings regarding the posting of organizational charts as set forth i n  the Draft Audit 
Report, 

On Friday. June 16, 2006, the Companies and FERC Audit Staff held a conference call for 
purposes of ensuring that the Companies fully satislied tlie orgaiiizntional chart posting requirements and 
conccnis articulated in the Draft Audit Report. The Conipanies appicciate FERC Audit Staffs  
cooperation and help in this process As will be discussed in greater detail in  their post-audit 
implementation plan, the Companies will post revised organizational charts i n  accordance with the 
directives and guidance provided by FFRC Audit Staff on the June 16”‘ call 

5 .  Shared Facilities 

The Draft Audit Report states that the Companies did not post a list of facilities Shared by the 
Transmission Provider and the Companies’ E.nergy and Marketing Affiliates, Draft Audit Report at 33 
Furthei. the Draft Audit Report notes that virtually ail of the Companies shared service Employees 
ozcupied the same building as their two primary Marketing and Energy Affiliates -- WMF and LEM, / ( I  
ar 34. When FERC Audit Staff pointed out that the shared services eniployecs with access to 
transmission information and the Marketing and Energy Affiliate shared facilities which trigger a posting 
requirement, the Companies agreed to revise its posting to ensure that it is consistent with 18 C.F.R. $ 
.358.,4(b)(2) (2005) The Companies agree with tlie findings regarding shared facilities as set forth i n  tlie 
Diaft Audit Report and corrected the posting. 

C. MAR~~F:I-BASED R A  I E TARIFF FINDING A N D  RECOM~IENDA’IIONS. 

The Draft Audit Report states that, for the first quarter oT2005. the Companies’ E.Iectric 
Quarterly Reports (“FQRs”) contained inaccurate information for its sales made pursuant to their joint 
market-based rate tariff., Draft Audit Report at 35, Specifically, the Companies inaccurately reported 
several sales transactions from its WMF to L.EM and reported invalid Data Universal Numbering System 
(WUNS”) numbers for several other customers. The Companies accept the findings regarding E.QRs as 
set forth in the Drafl Audit Report. 

As noted in the Draft Audit Report, 011 January .3 I .  2006. the Companies made certain CorTections 
to its EQR filings. The Companies agree Lo implement tlie proposed recommendations set forth in tlie 
Drall Audit L.etter regarding: ( I  ) strengthening tlie Companies’ written procedures to ensure that all date 
reported in future E.QR filings are in compliance with Commission regulations and reflect the correction 
of errors and inconsistencies identificd in the Draft Audit Report; (2) iinplementing procedures to 
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validate all customer DUNS numbers; and (3)  refiling all EQR reports from inception to correct tlie 
incremental peaking name and class name of power sold to L.E.M The refiling referenced in subsection 
( 3 )  above lias been completed. 

The proposed corrective measures designed ensure tlie accuracy and sufficiency of the 
Companies’ EQR reports and ensure compliance with thcir joint market-based rate tariff will be 
submitted with tlie Companies’ post-audit implementation plan 
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IV. CONCl USION. 

On behalf of E.ON 1J.S L.LC, I would like to thank the FE.RC Audit Staff for their time, effort 
and commitment to ensuring that the Companies arc i n  full compliance with tlie Audit Itcins. 1 would 
like to again affirni E ON U S. LLC's commitment to meeting its obligations under thc Standards of 
Conduct, tlie Code of Conduct, its Market-Based Rate Tariff and all other applicablc FERC imposed 
I egulatory obligations., 

Sincerely, 

Vice President, Fcderal Regulation and Policy and 
Standards of Conduct Chief'Compliance Officcr 
E,OK U.S. L.L.C 

on belialfol 
L.ouisville Gas and E,lcctric Company & 
Kentucky Utilities Company 

cc: Carl Coscia 
Lyle Hanagdnii 
E.liot Wessler 
FERC, Office of  Enforcement. Division of Audits 

Steven D Phillips 
E.ON U.S. LLC 

R Michael Sweeney, J r  
Nunton & Williams L1.P 
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Kentucky Utilities Company 
Case No. 2008-00251 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:OOl Section 10(6)(m) 

Sponsoring Witness: Valerie L. Scott 

Description of Filing. Reauirement: 

The most recent Federal Energy Regulatory Commission Form 
1 (electric), Federal Energy Regulatory Commission Form 2 
(gas) ,  or A ti torn a ted Reporting Man ag  em e n t In f or n? a t i on 
System Report (telephone) and Public Service Commission 
Form T (telephone); 

Response: 

KU’s most recent FERC Form 1 for the year ended  December 
31, 2007, is attached. 





- 'THIS FiLlNG IS 

Item 1: An Initial (Original) OR Resubmission No. - t Submission 

of Respondent (Company) 

Kentucky Utilities Company 

FERC FINANCIAL REPORT 
FERC FORM No. 1: Annual Report of 

Major Electric Utilities, Licensees 
and Others and Supplemental 

Form 3-Q: Quarterly Financial Report 

YearfPeriod of Report 

End of 2007/Q4 

Form 1 Approved 
OM6 No 1902-0021 
(Expires 7/31/2008) 
Form I -F  Approved 
OM6 No 1902-0029 
(Expires 6/30/2007) 
Form 3-Q Approved 
OM6 No. 1902-0205 
(Expires 6/30/2007) 

These repoils are mandatory under the Federal Power Act. Sections 3.4(a). 304 and 309, and 
18 CFR 141.1 and 141.400. Failure to report may result in criminal fines, clvll penalties and 
olher sanctions as provided by law The Federal Energy Regulatory Commission does not 

FERC FORM No.l/3-Q (REV. 02-04) 



Report of Independent Auditors 

To the Shareholder of Kentucky Utilities Company: 

We have audited the accompanying balance sheets of Kentucky Utilities Company as of December 31. 
2007 and 2006 arid the related statements of income, retained earnings and cash flows for ttie years then 
ended, included on pages 110 through 123 38 of the accompanying Federal Energy Regulatory 
Commission Form 1 These financial statemerits are the responsibility of the Company’s management 
Our responsibility is to express an opiniori on these financial statements based on our audits 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements An audit 
also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation We believe that our audits provide a 
reasonable basis for our opinion 

As described in Note 1, these financial statements were prepared in accordance with the accounting 
requirements of the Federal Energy Regulatory Commission as set forth in its applicable Uniform System 
of Accounts and published accounting releases. which is a comprehensive basis of accounting other than 
generally accepted accounting principles in the United States of America 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Kentucky Utilities Company as of December 31, 2007 and 2006, and the results of ils 
operations and ils cash flows for the years then ended in accordance with the accounting requirements of 
the Federal Energy Regulatory Commission as set forth in ils aoolicable Uniform Svstem of Accounts and 
published accounting releases 

As discussed in Note 2 to the financial statements. Kentucky Utilities Company changed ttie manner in 
which i t  accounts for defined benefit pension and other postretirement benefit plans as of December 31. 
2006 

This report is intended solely for the information and use of the board of directors and management of 
Kentucky Utilities Company arid for filing with the Federal Energy Regulatory Commission and should not 
be used for any other purpose 



INSTRUCTIONS FOR FILING FERC FORM NOS. 1 and 3-Q 

GENERAL INFORMATION 

I. Purpose 

FERC Form No. 1 (FERC Form 1) is an annual regulatory requirement for Major electric utilities, licensees and others 
(18 C.F.R. 5 141..1).. FERC Form No. 3-Q ( FERC Form 3-Q)is a quarterly regulatory requirement which supplements the 
annual financial reporting requirement (18 C.F,R., 5 14.1..400). These reports are designed to collect financial and 
operational information from electric utilities, licensees and others subject to the jurisdiction of the Federal Energy 
Regulatory Commission., These reports are also considered to be non-confidential ptJbliC use forms., 

II .  Who Must Submit 

Each Major electric utility, licensee, or other, as classified in the Commission's Uniform System of Accounts 
Prescribed for Public Utilities and Licensees Subject To the Provisions of The Federal Power Act (.18 C.F.R.. Part 101). 
must submit FERC Form 1 (18 C.F.R. 5 141.'1), and FERC Form 3-Q (18 C F..R. 5 141 400). 

Note: Major means having, in each of the three previous calendar years, sales or transmission service that 
exceeds one of lhe following: 

(1) one million megawatt hours of total annual sales, 
(2) 100 megawatt hours of annual sales for resale, 
(3) 500 megawatt hours of annual power exchanges delivered, or 
(4) 500 megawatt hours of annual wheeling for others (deliveries plus losses). 

111. What and Where to Submit 

(a) Submit FERC Forms '1 and 3-Q electronically through the forms submission software. Retain one copy of each report 
for your files., Any electronic submission must be created by using the forms submission software provided free by the 
Commission at its web site: http://www.ferc.qov/docs-filinq/eforrns/forrn-I /elec-su brn-soft.asp? The software is 
used to submit the electronic filing to the Commission via the Internet., 

(b) The Corporate Officer Certification must be submitted electronically as part of the FERC Forms 1 and 3-Q filings 

(c) Submit immediately upon publication, by either eFiling or mail, two (2) copies to the Secretary of the Commission, the 
latest Annual Report to Stockholders.. Unless eFiling the Annual Report to Stockholders, mail the stockholders report to 
the Secretary of the Commission at: 

Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, DC 20426 

(d) 
applicable to filers classified as Class C or Class D prior to January 1, '1984). The CPA Certification Statement can be 
either eFiled or mailed to the Secretary of the Commission at the address above,, 

For the CPA Certification Statement, submit within 30 days afler filing the FERC Form 1, a letter or report (not 
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< The CPA Certification Statement should: 

a) Attest to the conformity, in all material aspects, of the below listed (schedules and pages) with the 
Commission's applicable U n i f o n  System of Accounts (including applicable notes relating thereto and the 
Chief Accountant's published accounting releases), and 

Be signed by independent certified public accountants or an independent licensed public accountant 
certified or licensed by a regulatory authority of a State or other political subdivision of the U,. S,. (See 18 
C.F.R. 55 41,.10-41 . I 2  for specific qualifications,.) 

b) 

Reference Schedules 

Comparative Balance Sheet 110-113 
Statement of Income 114-117 
Statement of Retained Earnings 118-1 19 
Statement of Cash Flows 120-121 
Notes to Financial Statements 122-1 23 

e) The following format must be used for the CPA Certification Statement unless unusual circumstances or conditions, 
explained in the letter or report, demand that it be varied. Insert parenthetical phrases only when exceptions are 
reported,. 

"In connection with our regular examination of the financial statements of - for the year ended on which we have 
reported separately under date of 

conformity in all material respects with the requirements of the Federal Energy Regulatory Commission as set forth in its 
applicable Uniform System of Accounts and published accounting releases. Our review for this purpose included such 
tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances 

,we have also reviewed schedules 
of FERC Form No. 1 for the year filed with the Federal Energy Regulatory Commission, for 

Based on our review, in our opinion the accompanying schedules identified in the preceding paragraph 
(except as noted below) conform in all material respects with the accounting requirements of the Federal Energy 
Regulatory Commission as set forth in its applicable Uniform System of Accounts and published accounting releases." 

The letter or report must state which, if any, of the pages above do not conform to the Commission's requirements. 
Describe the discrepancies that exist. 

(f) Filers are encouraged to file their Annual Report to Stockholders, and the CPA Certification Statement using efiling.. 
To further that effort, new selections, "Annual Report to Stockholders," and "CPA Certification Statement" have been 
added to the dropdown "pick list" from which companies must choose when efiling. Further instructions are found on the 
Commission's website at http://www.ferc.qov/helDlhow-to.asp. 

(9) 
FERC Form 1 and 3-Q free of charge from httv://w.ferc.qav/docs-filina/eforrns/form-I /form-I .odf and 
http://www.ferc.qov/docs-filinq/eforms.asp#3Q-qas 

IV. When to Submit: 

FERC Forms 1 and 3-Q must be filed by the following schedule: 

Federal, State and Local Governments and other authorized users may obtain additional blank copies of 

FERC FORM 1 & 3-Q (ED. 03-07) ii 
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a) FERC Form '1 for each year ending December 31 must be filed by April .leth of the following year (,18 CFR 3 141 .,i), and 

b) FERC Form 3-Q for each calendar quarter must be filed within 60 days after the reporting quarter (18 C F.R. 3 
14 1 400). 

V. Where to Send Comments on Public Reporting Burden. 

The public reporting burden for the FERC Form 1 collection of information is estimated to average 1,144 
hours per response, incitiding the time for reviewing instructions, searching existing data sources, gathering and 
maintaining the data-needed, and completing and reviewing the collection of information. The public reporting burden for 
the FERC Forrn 3-Q collection of information is estimated to average 150 hours per response. 

Send comments regarding these burden estimates or any aspect of these collections of information, including 
suggestions for reducing burden, to the Federal Energy Regulatory Commission, 888 First Street NE, Washington, DC 
20426 (Attention: Information Clearance Officer); and to the Office of Information and Regulatory Affairs, Office of 
Management and Budget, Washington, DC 20503 (Attention: Desk Officer for the Federal Energy Regulatory 
Commission). No person shall be subject to any penalty if any collection of information does not display a valid control 
number (44 U.,S.C. 3 3512 (a)). 

FERC FORM 1 & 3-Q (ED.. 03-07) 
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GENERAL INSTRUCTIONS 

I. 
all accounting words and phrases in accordance with the USofA. 

II Enter i r i  whole numbers (dollars or MWH) only, except where otherwise noted. (Enter cents for averages and 
figures per unit where cents are important. The truncating of cents is allowed except on the four basic financial statements 
where rounding is required.) The amounts shown on all supporting pages must agree with the amounts entered on the 
statements that they support,. When applying thresholds to determine significance for reporting purposes, use for balance 
sheet accounts the balarices at the end of the current reporting period, and use for statement of income accounts the 
current year's year to date amounts,. 

111 
word "None" where it truly and completely states the fad.. 

IV.. 
Applicable" in column (d) on the List OF Schedules, pages 2 and 3. 

V,, Enter the month. day, and year for all dates,. Use customary abbreviations The "Date of Report" included in the 
header of each page is to be completed only for resubmissions (see VII,. below),. 

VI, Generally, except for certain schedules. all numbers, whether they are expected to be debits or credits, must 
be reported as positive. Numbers having a sign that is different from the expected sign must be reported by enclosing the 
numbers in parentheses. 

VI1 
the reason for the resubmlssion In a footnote to the data field 

VIII. 
except as specifically authorized. 

IX. 
upon lhose shown by the report of the previous period/year, or an appropriate explanation given as to why the different 
figures were used. 

Definitions for statistical classifications used for completing schedules for transmission system reporting are as follows: 

FNS - Firm Network Transmission Service for Self., " F i n "  means service that can not be interrupted for economic reasons 
and is intended to remain reliable even under adverse conditions. "Network Service" is Network Transmission Service as 
described in Order No. 888 and the Open Access Transmission Tariff,. "Self' means the respondent, 

FNO - Firm Network Service for Others. "Firm" means that service cannot be interrupted for economic reasons and is 
intended to remain reliable even under adverse conditions. "Network Service" is Network Transmission Service as 
described in Order No. 888 and the Open Access Transmission Tariff 

LFP - for  Long-'Term Firm Point-to-Point Transmission Reservations. "Long-Term'' means one year or longer and" firm" 
means that service cannot be interrupted for economic reasons and is intended lo remain reliable even under adverse 
conditions "Point-to-Point Transmission Reservations" are described in Order No.. 888 and the Open Access 
Transmission Tariff. For all transactions identified as LFP. provide in a footnote the 

Prepare lhis report in conformily with the Uniform System of Accounts (18 CFR Part 101) (USofA). Interpret 

Complete each question fully and accurately, even if it has been answered in a previous report. Enter the 

For any page(s) that is not applicable to the respondent, omit the page(s) and enter "NA." "NONE." or "Not 

For any resubmissions, submit the electronic filing using the form submission software only. Please explain 

Do not make references to reports of previous periods/years or to other reports in lieu of required entries, 

Wherever (schedule) pages refer to figures from a previous period/year, the figures reported must be based 
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termination date of the contract defined as the earliest date either buyer or seller can unilaterally cancel the contract. 

OLF - Other Long-Term Firm Transmission Service., Report service provided under contracts which do not conform to the 
terms of the Open Access Transmission Tariff. "Long-Term'' means one year or longer and "firm" means that service 
cannot be interrupted for economic reasons and is intended to remain reliable even under adverse conditions. For all 
transactions identified as OL,F, provide in a footnote the termination date of the contract defined as the earliest date either 
buyer or seller can unilaterally get out of the contract., 

SFP - Short-Term Firm Point-to-Point Transmission Reservations. lJse this classification for all firm point-to-point 
transmission reservations, where the duration of each period of reservation is less than one-year. 

NF - Non-Firm Transmission Service, where firm means that service cannot be interrupted for economic reasons and is 
intended to remain reliable even under adverse conditions. 

OS - Other Transmission Service., Use this classification only for those services which can not be placed in the 
above-mentioned classifications, such as all other service regardless of the length of the contract and service FERC Form.. 
Describe the type of service in a footnote for each entry. 

AD - Out-of-Period Adjustments.. 1Jse this code for any accounting adjustments or "true-ups" for service provided in prior 
reporting periods. Provide an explanation in a footnote for each adjustment. 

11, Respondent -~ The person, corporation, licensee. agency, authority. or other Legal entity or instrumentality in whose 
behalf the report is made. 
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EXCERPTS FROM THE LAW 

Federal Power Act, 16 U.S.C. § 791a-825r 

Sec,. 3, The words defined in this section shall have the following meanings for purposes of this Act, to with: 

(3) 'Corporation' means any corporation. joint-stock company, partnership, association, business trust, 
organized group of persons, whether incorporated or not, or a receiver or receivers, trustee or trustees of any of the 
foregoing., It shall not Include 'municipalities, as hereinafter defined; 

(4) 'Person' means an individual or a corporation; 

(5) 'Licensee, m a n s  any person, State, or municipality Licensed under the provisions of section 4 of this Act, 

(7) 'municipality means a city, county, irrigation district, drainage district, or other political subdivision or 

and any assignee or successor in interest thereof; 

agency of a State competent under the Laws thereof to carry and the business of developing, transmitting, unitizing, or 
distributing power; , ,. 

(1 1) "project' means. a complete unit of improvement or development, consisting of a power house, ali water 
conduits, all dams and appurtenant works and structures (including navigation structures) which are a part of said unit, and 
all storage, diverting, or fore bay reservoirs directly connected therewith, the primary line or lines transmitting power there 
from to the point of junction with the distribution system or with the interconnected primary transmission system, all 
miscellaneous structures used and useful in connection with said unit or any part thereof, and all water rights, 
rights-of-way. ditches, dams, reservoirs, Lands, or interest in Lands the use and occupancy of which are necessary or 
appropriate in the maintenance and operation of such unit; 

'Sec. 4, The Commission is hereby authorized and empowered 

(a) To make investigations and to collect and record data concerning the utilization of the water 'resources of any region to 
be developed, the water-power industry and its relation to other industries and to interstate or foreign commerce, and 
concerning the location, capacity, development -costs. and relation to markets of power sites; (."" to the extent the 
Commission may deem necessary or useful for the purposes of this Act." 

"Sec. 304. (a) Every Licensee and every public utility shall file with the Commission such annual and other periodic or 
special* reports as the Commission may be rules and regulations or other prescribe as necessary or appropriate to assist 
the Commission in the -proper administration of h i s  Act,. The Commission may presciibe the manner and FERC Form in 
which such reports salt be made, and require from such persons specific answers to all questions upon which the 
Commission may need information. The Commission may require that such reports shall include, among other things, full 
information as to assets and Liabilities, capitalization, net investment, and reduction thereof, gross receipts, interest due 
and paid, depreciation, and other reserves, cost of project and other facilities, cost of maintenance and operation of the 
project and other fac es, cost of renewals and replacement of the project works and other facilities, depreciation, 
generation, transmission, distribution, delivery, use. and sale of electric energy,. The Commission may require any such 
person to make adequate provision for currently determining such costs and other facts,. Such reports shall be made under 
oath unless the Commission otherwise specifies',.lO 
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"Sec 309 The Commission shall have power to perform any and all acts, and to prescribe, issue, make, and rescind such 
orders, rules and regulations as i t  may find necessary or appropriate to cariy out the provisions of this Act. Among other 
things, such rules and regulations may define accounting, technical, and trade terms used in this Act; and may prescribe 
the FERC Form or FERC Forms of all statements. declarations, applications, and reports to be filed with the Commission, 
the information which they shall contain, and the time within which they shall be field " 

General Penalties 

The Commission may assess up to $1 million per day per. violation of its d e s  and regulations. See 
FPA 5 316(a) (2005), 16 1J.S.C. 5 825o(a). 
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FERC FORM NO. 113-Q: 
REPORT OF MAJOR ELECTRIC UTILITIES, LICENSEES AND OTHER 

IDENTIFICATION 
1 Exact Legal Name of Respondent 

Kentucky Utilities Company 
02 YearlPeriod of Report 

End of 2007/Q4 

5 Name of Contact Person 
Mimi Keliv 

06 Title of Contact Person 
Mar - Reaulatorv Acct & Reart 

laye examined h is  report and to the best of my knowledge. information, and belief ail statemenis of fact contained in h i s  report are Correct statements 
! he business affairs of the respondent and h e  financial stalemenls. and oher financial information contained in this report. conform in all material 
:spscts to the Uniform System of Accounts 

I8 'Telephone of Contact Person,/nc/uding 
\rea Coda 
(502) 627-2482 

10 Date of Report 
(Mo, Da, Yr) 

(1) An Original (2) A Resubmission 

09 This Report Is 

01 Name 
S. Bradford Rives 

FFRI: FORM N0.10-Q [REV. 02-04) Paoe 1 

03 Signature 

02 We 
Chief Financial Oificer S Bradford Rives 0312012008 



Name of Respondent 
i<enlucky Utilities Company 

This Report IS: Date of Report YearlPeriod of Report 
(1) D A n  Original (Mo. Da, Yr) End of 20071~14 
(2) n A  Resubmission I 1  

I 4 I 0 ~ i c e n  I 104 I I 

Line Tilie of Schedule 
No 

(a) 
1 General Information 

2 Control Over Respondent 

3 Corporations Conlroiied by Respondent 

Reference Remarks 
Page No,. 

(b) (0) 

101 

102 

103 
I 

5 

6 

7 

FERC FORM NO. I LED. 12-96) Page 2 

Directors 105 

lmpriant Changes During the Year 108-109 

Comnarative Balance Sheet 110-1 13 

8 

9 

10 

I1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

Statement of lnwme for the Year 114-117 

Statement of Relained Earnings for the Year 118-1 19 

Statement of Cash Flows 120-121 

Notes to Financial Statements 122-123 

Statement of Acwm Camp Inwme, Cornp Inwme. and Hedging Activities 

Summary of Utility Plant 8 Accumulated Provisions for Dep. Amort8 Dep 

122(a)(bl 

200-201 

Nuclear Fuel Materials 202-203 NONE 

Eleclric Piant in Service 204-207 

Electric Piant Leased to Others 213 NONE 

214 NONE Electric Plant Held for Future Use 

Conslrucllon Work in Progress-Electric 216 

Accumulated Provision for Depreciation of Electric Utility Plant 219 

Investment of Subsidiary Companies 224-225 NONE 

Materials and Supplies 

Niowances 2228.229 

__ 

227 -- 

Extraordinary Property Losses 230 NONE 

Unrewvered Piant and Regulatory Study Costs 230 NONE 

Transmission Service and Generation Interconnection Study Cos$ 231 NONE 

232 Other Regulatory Assels 

Miscellaneous Deferred Debils 233 

Accumulaled Deferred lnwme Taxes 234 

Capital Stock 250-251 

Otter Paid-in Capltai 253 

II 

Capital Stock Expense 254 

Long-Term Debt 256257 

Reconciliation of Reported Net lnwme with Taxable Inc for Fed IncTax 

Taxes Accrued, Prepaid and Charged During the Year 

Accumulated Deferred investment Tax Credits 

Other Deferred Credils 269 

261 

262-263 

266267 r 



Name of Respondenl 
Kentucky Utiiilies Company 

Date of Report YearlPerIod of Report This Re ort Is: 
(1) [IjjAn Original (Ma, Da, Yr) End of 2007/Q4 
(2) O A  Resubmission I /  

- 
Line 
NO. 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

- 
- 
- 
- 
__I 

- 
- 
- 
.- 

- 
- 
___ 
___ 
- 

- 
___ 
- 
_I 

- 

- 
- 
- 
- 

___. 

- 
I_ 

- 

- 
__ 
- 

- 

Remarks Title of Schedule 

(a) 

,ccumulated Deferred Income Taxes-Accelerated Amortization Property - __I 

,ccumulated Deferred Income Taxes-Oiher Properly 

,ccumulated Deferred Income Taxes-Olher 

Ither Regulalory Liabilities 

;ales of Eleclricity by Rate Schedules 

ilectric Operaling Revenues 

:ales for Resale 

Ilectric Operalion and Maintenance Expenses 

'urchased Power 

Tansmission of Electricity for Olhers 

?asmission of Electricity by ISOIRTOs 

'ranmission of Electricity by Others 

Aiscellaneous General Expenses-Eieclric 

kprecialion and Amortization of Electric Piant 

7eguialoiy Commission Expenses 

hearch.  Development and DemonsIralion Aclivilies 

XstribuUon of Salaries and Wage5 - 
:ommon Utility Piant and Expenses 

4mounts included In ISO/RTO Settlement Statements 

'urchase and Sale of Anw'llary Services 

._ 

vlonihly Transmission System Peak Load 

vlonihly ISO/RTO Transmission System Peak Load 

Ilectric Energy Account 

vtonthiy Peaks and Output 

jleam Electric Generating Plant Slallstia 

iydroelectric Generating Plant Statistics 

'umped Storage Generating Plant Stalistics 

seneraling Piant SIgiistiCs Pages 

rransmission Line Slatislia Pages 

rransmission Lines Added During Vle Year 
I 

qONE 

Reference 
Page No 

(b) 
272-273 

274-275 

276-277 

278 

300-301 

304 

310-311 

320-323 

326327 

328-330 

331 

332 

335 

336-337 

350-351 

352-353 

354-355 

356 

397 

398 

400 

400a 

40 1 

401 

402403 

406407 

408409 

410411 

422-423 

424425 

- 

_.^_ 

'IONE 

\IONE 

UONE 

UONE 

UONE 

FERC FORM NO., 1 (EO. 12-96) Page 3 



This Re orl Is: 
(1) lzfiAn Original 
(2) n A  Resubmission 

m e  of Respondent 

entucky Utililies Company 
I I I 

LiST OF SCHEDULES (Electric Utility) (conllnued) 

YearIPeriod of Report Dale of Report 
(Mo, Da, Yr) End of 20071Q4 
I /  

iter in column (c) the t m I S  "nOne," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for 
Nrtain pages,. Omit pages where the respondents are "none." "not applicable," or "NA". 

TiUe of Schedule 

ubstations 

oolnole Data 

Stockholders' Reports Check appropriate box: 

No annual reporl to stockholders is prepared 

Four copies will be submitted 

Reference 
Page No 

(b) 
426427 

450 

Remar%s 

(C) 

FERC FORM NO. 9 (EO 42-961 Pane 4 



I I I 
m e  of Respondent 
ntucky Ulililles Company 

Date of Report 
(Mo, Da, Yr) 

YearlPeriod of Repod 

End of 20071Q4 

This Report Is: 
(1) An Original 
(2) 17 AResubmission 

GENERAL INFORMATION 

1. Provide name and title of officer having custody of the general corporate books of account and address of 
iffice where the general corporate books are kept, and address of office where any other corporate books of account 
ire kept, if different from that where the general corporate books are kept 

S.. 8 .  R i v C S  

220 West Main street 
Louisville, KY 40202 

2., Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation. 
f incorporated under a special law, give reference to such law. If not incorporated, state that fact and give the type 
)f organization and the date organized. 
Kentucky August 17. L912 
Virginia December 1, 1991 

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of 
,eceiver or trustee, (b) date such receiver or trustee took possession. (c) the authority by which the receivership or 
rusteeship was created, and (d) date when possession by receiver or trustee ceased 

N o t  Applicable 

4 State the classes or utility and other services furnished by respondent during the year in each State in which 
the respondent operated 

Electric services - K E n t U C k y  
Electric  Seevices - Tennessee 
Electric Services - Virginia 

5 Have you engaged as the principal accountant to audit your financial statements an accountant who is not 
the principal accountant for your previous year's certified financial Statements? 

(1) 0 Yes .Enter the date when such independent accountant was initially engaged: 
(2) lx No 

FERC FORM No 1 (EO 12-87) PAGE 101 



arne of Respondent 

mtucky Utilities Company 

This Report Is: 
(I) An Original 
(2) n AResubrnission 

Date of Report 
(Ma, Da, Yr) 

End of ZO07lQ4 I /  

CONTROL OVER RESPONDENT 

1, If anv comoration. business trust. or similar oraanizatlon or a combination of such oroanizations iolntiv held 1 ,  

ontrol oier the repondent at the end of the year, state name of controlling corporation ororganization, manner in 
,hich control was held, and extent of control If control was in a holding company organization, show the chain 
f ownership or control to the main parent company or organization. If control was held by a trustee(s). state 
ame of trustee(s), name of beneficiary or beneficiearies for whom trust was maintained. and purpose of the trust 

I_ 

entucky Utilities Company (KU) is a wholly-owned subsidiary of E.ON U.S LLC., formerly known as LG&E Energy LLC,. E,.ON US. 
LC is a wholly-owned subsidiaryof E.ON AG. a German corporation, making KU a wholly-owned subsidiary of E.ON AG. 

ERC FORM NO. (ED. 12-96) Page 102 



This Re orl is: 
(1) ~xJA~ Original 
12) I 1 A  Resubmission 

Name of Respondenl 
Kentucky Utilities Company . .  I I 

- - CORPORATiONS CONTROLLED BY RESPONDENT 

1. Repod below the names of all corporations, business trusls. and similar organizations, controlled directly or indirectly by respondent 
at any time during the year., If control ceased prior to end of year, give particulars (details) in a footnote., 
2 If control was by other means than a direct holding of voting rights, state in a footnote the manner in which control was held, naming 
any intermediaries involved.. 
3. if control was held jointly with one or more other interests. slate the fact in a footnote and name the other interests 

Definitions 
1. See the Uniform System of Accounts for a definition of control. 
2. Direct control is  that which is exercised without Interposition of an intermediary 
3. Indirect control is that which Is exercised by the interposition of an intermediary which exercises direct control. 
4. Joint control is that in which neither interest can effectively control or direct action without the consent of the other, as where !he 
voting control is  equally divided between two holders, or each party holds a veto power over the other Joint control may exist by 
mutual agreement or understanding between two or more parties who together have control within the meaning of the definition of 
control in the Uniform System of Accounts, regardless of the relative voting rights of each party 

End of 20071a4 
Dale of Repoit 
(Mo. Da, Vi) 

I /  

Line Name of Company Conkolled 
NO 

(a) 

1 - Not Applicable - 
2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

- 

- 

- 

FERC FORM NO. 1 (ED. 12-96) 

Kind of Business Percent Voting Foolnole 
Stock Owned Ref 

(b) (e) (d) 

" l l _ ~  _I 

- _..- 

__ 
__I 

Page 103 



38 
39 
40 
41 
42 

43 u 44 

-~ 
1 1 1 
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Name of Respondent 

Kentucky Ulililies Company 

[Schedule Page: 104 Line No.: 1 Column: a 
Effective January 31, 2 0 0 8 ,  David S 
Marketing. 

Sinclair was promoted to Vice President - Energy 
. . .  - . - . . . . . . - . 

This Report is: Date of Report Yeadperiod of Report 
(1) & An Original (Mo, Da, Yr) 
(2) - A  Resubmission / I  2007lQ4 

PcneauIe page: 704 Line NO.: 7 coiumn: c 
Salary information for all officers is on file in the office of the respondent. 
/.Schedule Page: 104 Line No.: 7 Column: b 
Martyn Gallus is serving in a position with an international affiliate, effective January' 

I 

2 0 0 8 .  
chedule Page: 104 Line No.: 13 Column: b 

Eonnie E sellar was promoted to Vice President - State Regulation and Rates effective 
August 20. 2007 .  
bchedule Page: 104 Line No.: 14 Column: b 
Kent W. Blake was appointed to Vice President - Corporate Responsibility and Community 
Affairs effective August 1, 2 0 0 7 .  
/Schedule Page: 104 Line No.: 17 Column: b 
Laura G. Douglas was promoted to Vice President and Deputy General Counsel - Legal and 
Environmental Affairs effective November 15, 2007. 

1 

bchedule Page: 104 Line No.: 19 Column: b 1 John P. Malloy was promoted to Vice President - Energy Delivery - Retail Business 
effective April 9, 2 0 0 7 .  
-lee: 104 Line No.: 21 Column: b 
Dorothy E. OlBrien was promoted to Vice President and Deputy General Counsel - Legal and ' 
Environmental Affairs effective October 10, 2007. 
/.Schedule Page: 104 Line No.: 24 Column: b 
P. Greg Thomas was promoted to Vice President - Energy Delivery - Distribution Operations ' 
effective April 9, 2 0 0 7 .  

.. 

- 
IFERC FORM NO. 1 (ED. 12-87) Page 450.1 I 





Name of Respondent 
Kentucky UUlilies Company 

u , i 
DIRECTORS 

1 Repati below Ihe inlormalion called for concerning each direclor of Ihe respondenl who held oflice a l  any lime durins Ihe Year Include in column (al. abbrevialed 

This Re orl IS: Date 01 Reporl YearlPeriod of Report 
(1) &An Original (Mo. Da. Yr) Endof - 2007lQ4 
(2) n A  Resubmission / I  

Name (and Tills) of Director I (a) 
Principal Business Address 

(b) 

5 - ~ ~~~ 

.- 
I220 Wesl hlain Strecl. Lou sviile. KY 40202 
1220 West Man Street. LOU s\iiie. KY 40202 

- 7 I S. Bradloio Rves. Cnief Financal Officer 
8 1 Cnris Herrnann. SVP Enerw Deiiverv 

3 
4 
5 
fi 

~~ _. 
-- - 

i 
1220 WeSl -__ Ma n.Slreel. Louisv;iie. KY 40202 .. . 9 i Paul W. Thompson.'SVP Energy Serices 

r n  I 

Vicbr A. Slaflieri. Chairman of h e  Board, President 

John R. McCali. EVP General Counsel, Corporale 

220 West Main Slreel. Louisville. KY 40202 

220 Wesl Main Slreel. Louisville, KY 40202 
and Chief Executive Officer 

S~relarv and Chief Comnliance Officer 

" 

11 
12 
13 
14 
15 

16 
17 
18 
19 

20 
21 

22 
23 
24 
25 
26 
27 
28 

29 
30 
31 
32 
33 
34 
35 
36 

37 
38 
39 
40 
41 

42 
43 
44 
45 
46 
47 
48 

- - 

- 

- 

- 

__I 

-- ___ 

-i 
1 

FERC FORM NO 1 (ED 1245) Page 105 



\lame of Respondent 
Kentucky Utilities Company 

I - I I 
IMPORTANT CHANGES DURING THE QUARTERNEAR 

ive particulars (details) concerning the matters indicated below. Make the statements explicit and precise, and number them in 
:cordance with the inquiries. Each inquiry should be answered, Enter "none," "not applicable." or "NA" where applicable. If 
formatiori which answers an inquiry is given elsewhere in the report, make a reference to the schedule in which it appears. 

Changes in and important additions to franchise rights: Describe the actual consideratiori given therefore and state from whom Ihe 
mchise rights were acquired. If acquired wifhout the payment of consideration, state that fact 

Acquisition of ownership in other companies by reorganization. merger, or consolidation with other companies: Give names of 
impanies involved, particulars concerning the transactions, name of the Commission authorizing the transaction, and reference to 
oinmission authorization,. 

Purchase or sale of an operating unit or system: Give a brief description of the property, and of the transactions relating thereto, 
id  reference to Commission authorization, if any was required. Give date journal entries called for by the Uniform System of Accourik 
ere submitted to the Commission,. 

Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give 
Yective dates, lengths of terms, names of parties, rents, and other condition. State name of Commissiori authorizing lease and give 
iference to such authorization. 

Important extension or reduction of transmission 01 distribution system: State territory added or relinquished and date operations 
agan or ceased and give reference to Commission authorization, if any was required. State also the approximate number of 
istomers added or lost and approximate annuat revenues of each class of service, Each natural gas company must also state major 
3w continuing sources of gas made available to i t  from purchases, development, purchase contract or otherwise, giving location and 
>proximate total gas volumes available. period of contracts, and other parties to any such arrangements, etc. 

Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including issuance of short-term 
3bt and commercial paper having a maturity of one year or less,. Give reference to FERC or State Commission authorization, as 
apropriate, and the amount of obligation or guarantee. 

Changes in articles of incorporation or amendments to charter; Explain the nature and purpose of such changes or amendments. 
State Uie estimated annual effect and nature of any important wage scale changes during the year. 
State briefly the status of any materially important legal proceedings pending at the end of the year, and the results of any such 

roceedings cuiminated during the year. 
D. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer, 
rector, security holder reported on Page 106, voting trustee, associated company or known associate of any of fhese persons was a 
arty or in which any such person had a material interest. 
1, (Reserved,) 
2" If the important changes during the year relating to the respondent company appearing in the annual report to stockholders are 
ppiicable in every respect and furnish the data required by Instructions 1 to 11 above, such notes may be included on this page. 
3, Describe fully any changes in officers, directors, major security holders and voting powers of the respondent that may have 
ccurred during the reporting period. 
4. In the event that the respondent participates in a cash management program(s) and its proprietary capital ratio is less lhan 30 
ercent please describe lhe significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the 
xtent to which the respondent has amounts loaned or money advanced to its parent, subsidiary, o r  affiliated companies through a 
ash management program(s). Additiorialiy, please describe plans, if any to regain at least a 30 percent proprietary ratio 

PAGE 108 INTENTIONALLY LEFT BLANK 
SEE PAGE 109 FOR REQUIRED INFORMATION,. 

I_ 

This Report IS: Date of  Report YeadPeriod of Report' 
(1) Q An Original End of 2007/Q4 
(2) [-1 AResubmission I /  

FERC FORM NO. 1 (ED.. 12-96) Page 108 



Name of Respondent 

Kentucky Ulilitles Company 

1 

2 

3 

4 

5 

6. 

7 

8 

9 

10 

11 

12 

13 

14 

This Report is: Date of Report YearlPeriod of Report 
(1) X An Original (Mo, Da, Yr) 
(2 )  __ A Resubmission / I  2007/Q4 

None, 

None 

None 

None of a material nature 

None of a material nature. 

At December 31,2007, the Company had obtained authorization from the SEC under the Public Utility Holding 
Company Act of 2005 (PUHCA 2005) SEC File No.. 70-1 0282 for the issuance of short-term debt up to 
$400 million through May 31,2008. The Federal Power Act contained an exemption from FERC approval for 
securities issuances approved by the SEC under PUHCA 2005. In connection with the repeal of the PllHCA of 
1935, the Company also received FERC authorization under the FPA Docket No. ES07-60-000 for up to $400 
million in short-term debt through November 30,2009. The Company’s money pool balance decreased from $106 
million at September 30,2007 to $23 million at December 31,2007. During the fourth quarter, the Company 
entered into two new long-term loans totaling $170 million with Fidelia Corporation, an affiliated company., The 
first loan for $70 million has an interest rate of 5.71 % and matures in October 2019. ‘The second loan for $.lo0 
million has an interest rate of 545% and matures in December 2014. The new loans were approved by the 
Kentucky Public Service Commission, the Virginia State Corporation Commission, and the Tennessee Regulatory 
Commission. See Note 7 of Notes lo Financial Statements., 

None, 

None of a material nature 

See Notes 2 and 9 of Notes to Financial Statements 

None 

NIA 

NIA 

David A. Vogel announced his resignation as Vice President - Retail and Gas Storage Operations during March 
2007., Effective during March 2007, the following appointment was made: Cord H. Landsmann, Vice President - 
Corporate Planning and Development. Effective during April 2007, the following appointments were made: John 
P.. Malloy, Vice President - Energy Delivery - Retail Business; P. Gregory Thomas, Vice President - Energy 
Delivery - Distribution Operations; Kent W. Blake, Vice President - State Regulation and Rates. Effective during 
May 2007, John R. McCall was named Chief Compliance Officer in addition to his previous title of Executive Vice 
President, General Coiinsel and Corporate Secretary Effective August 1, 2007, Cord H. Landsmann resigned as 
Vice President - Corporate Planning and Development, Kent W. Blake was appointed Vice President - 
Corporate Planning and Development and Lonnie E. Bellar was appointed Vice President .. State Regulation and 
Rates., Effective during October 2007, Dorothy E. O’Brien was named Vice President and Deputy General 
Counsel, Legal and Environmental Affairs. Effective during November 2007, Laura G, Douglas was named Vice 
President - Corporate Responsibility and Community Affairs.. Martyn Gailus is serving in a position with an 
international affiliate, effective January 2008. Effective during January 2008, David S. Sinclair was appointed Vice 
President - Energy Marketing. 

The Company is a participant in a cash pooling arrangement, but its proprietary capital ratio is above 30 percent., 

IFERC FORM NO. 1 (ED. 12-96) - Page 109.1 2 



Name of Respondent This Report Is: Date of Report Ye:-\ 
(1) An Original (Mo, Da, Yr) Kenlu&y Utilities Company (2) j-J AResubmission I /  End of 2007/Q4 

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS) 
I I C u m  Prior Year 

TiUe of Accounl 
End of Quarlerriear End Balance I PaseNa Balance I 12/31 

I FERC FORM NO,, 1 (REV. 12-03) P a m  110 I 



me of Respondent 1 This Report Is: 1 DateofReport I YearlPeriod of Reporl 
(1) An Original (Mo, Da, Yr) 
(2) 0 AResubrnission / /  End, 

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITSbConllnuer 

itucky Utililies Campany 

Current Year 
Ref End of fluarterfi'ear 

TlUe of Acmunl Page No Balance 
(a) (b) (C) 

.ess) Noncunenl Portion of Allowances - a' 
lore5 Expense Undisaibuted (163) 227 6,454,808; 
as Slored Underground - Current (164.1) 0; 
quelied Natural Gas Stored and Held lor Processing (164.2-164.3) 0 
repaymenls (165) 5,293,879 

0 dvances for Gas (166-167) 
iterest and Dividends Receivable (171) 95,727 

ccrued Utility Revenues (173) 58,867,000 
tisceilaneous Current and Accrued Assets (174) 16,145 

- 
ents Receivable (172) 0 

2007/Q4 

Prior Year 
End Balance 

12/31 
(d 1 

I 
6,386.53s 

I 
I 

5.878,4a; 
I 

141.03! 
I 

41,715,001 

895.62 

115.016,84 
294,Ol 

2,752.64 

64,087,29 

10,327,19 
46,004.03 

FERC FORM NO. 1 (REV. 12-03) Page 111 





Name of Respondent 

Kentucky Utilities Company 

Bchedule Page: 110 Line No.: 76 COlUtnn: I 
The negat ive balance r e s u l t e d  from a higher  level of c a p i t a l  add i t ions  i n  2007.  

This Report is: Date of Report Year/Period of Report 
(1 ) L( An Original 
(2) - A  Resubmission I 1  20071Q4 

(Mo. Da. Yr) 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 I 



[Name of Resoondent I This ReDOrt is: I DateofReport I Yeadperiod of Report I 
(1) An Original Kentucky Utilities Company 
(2) 0 A Rresubmission 

Imo. da, vr) 
/ /  end of 2007/Q4 

lriginal 
resubmission 

_. .-ET (LIABILITIES AND OTHER CREDITS) 
I- I Current Year I Prior Year  

(IIIU,  ua, yi/ 
/ /  end of 2007/Q4 

Ref End of QuarlerNear End Balance Line 
No.. l i l ie  of Accounl Page No Balance 12/31 

(a) (b) (C) (d) 
1 PROPRiETARY CAPiTAL 
2 Common Slock Issued (201) 250-251 308,139.978 308.139.978 

I_ 

3 Preiened Stock issued (204) 250-251 0 0 
4 Capital Stock Subscribed (202.205) 252 0 0 
5 Slack Liability for Conversion (203, 206) 252 0 0 
6 Premium on Capital Stock (207) 252 0 0 

8 lnstallmenls Received on Capital Stock (212) 252 0 0 
9 (Less) Discount on Capital Stock (213) 254 0 0 

7 Other Paid-In Capital (206211) 253 90,000,000 15,000,000 
I__ 

10 (Less) Capital Slo& Expense (214) 254 321.289 321.289 
11 Retained Earnings (215, 215.1.216) 118-119 1,016,489,982 854,131,028 
12 Unappropeated Undistributed Subsidiary Earnings (216.1) 118-119 21,207,068 16,248287 
13 (Less) Reaquired Capital Slock (217) 250-251 0 0 
14 Nancorporate Proprietorship (Nan-major oniy) (218) 0 0 
15 Accumulated Other Comprehensive Income (219) 122(a)(b) 0 0 
16 Tolai Proprietary Capital (llnes 2 lhraugh 15) 1,435,515,739 1,193.198,004 
17 LONG-TERM DEBT 
18 Bonds(221) 256257 332,753,140 359,384,680 

20 Advances from Associated Companies (223) 256257 931.000.000 483.000.000 

- 
19 (Less) Reaquired Bonds (7.22) 256257 0 0 

21 Olher Long-Term Debt (224) 256257 0 0 
22 Unamortized Premium on Long-Term Debt (225) 0 0 
23 (Less) Unamortized Discount on Long-Term Debt-Debit (226) 0 0 

25 OTHER NONCURRENT LIABILITIES __ 
26 Obligaltans Under Capilal Leases ~ Noncurrent (227) 0 0 
27 Accumulaled Provision for Properly insurance (228.1) 0 0 
28 Accumulated Provision for Injuries and Damages (228.2) &&&*qo$E;559j 

30 Accumulated Miscellaneous Operating Provisions (228.4) 0 0 
31 Accumulaled Provision for Rate Refunds (229) 0 0 
32 Long-Term Portion of DerivaBve Inslrument Liabilities 0 0 
33 Long-Term Portion of Derivative Inslrument Liabiiilies - Hedges 0 0 

24 Total Long-Term Deb1 (lines 18 through 23) 1,263,753,140 842.384,680 

0 
29 Accumulated Provision for Pensions and Benefiis (228.3) 87,925,008 76.450.084 

"~~:'""~.:':".- 

34 Asset Relirement Obligations (230) 30,315,059 28.481.207 
35 Total Olher Noncurrent Liabilities (lines 26 through 34) 121,338,586 104.931.291 
36 CURRENT AND ACCRUED LIABILITIES 

38 Acmunls Payable (232) 161,858,433 140.112.740 
39 Notes Payable lo Associaled Companies (233) 23,219,454 97,043,054 
40 Accounls Payable to Associated Companies (234) 48,442,227 87.173.829 

18,681,706 41 Customer Deposils (235) 19,573,318 
42 Taxes Accrued (236) 262-263 4,089,209 5.483.045 

37 Notes Payable (231) 0 0 

43 lnleresl AccNed (237) 1,532,755 2,081,879 
44 Dividends Declared (238) 0 0 
45 Matured Long-Term Debt (239) 0 0 
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me of Resoondent 1 This Report is: I DateofReport I Yeadperiod of Report 
( 1 )  An Original ilucky UUIilies Company 
(2) 0 A Rresubmission 

h o p  da, YO 
/ I  end of 2007/Q4 

e 

i 
' 
3 
3 
I 
I 
2 

1 
3 
j 

7 
8 
9 
0 
1 
2 
3 
4 
5 
6 

4ND OTHER CREDlTMnlnLed) 
. .. .. 

I CurrenlYear I Pnor Year 
COMPARATIVE BALANCE SHEET (LIABILITIE 

Tille of Acwunl 
(a) 

Malured Interest (240) 
Tax Colieclions Payable (241) 
Miscellaneous Current and Accrued Liabiiilies (242) 
Obligations Under Capital Leases-Currenl(243) 
Derivative instrument Liabililies (244) 
(Less) Long-Term Poflion of Derivative lnsbument Liabilities 
Derivalive instrument Liabiiilies - Hedges (245) 

Total Cunenland Accmed Liabililies (lines 37 through 53) 
DEFERRED CREDITS 
Cuslorner Advances for ConsbucBon (252) 
Accumulated Deferred lnveslmenl Tax Credils (255) 
Deferred Gains from Disposition of Utility Pian1 (256) 
Olher Deferred Credits (253) 
Other Regulaloiy Liabilities (254) 
Unamorlized Gain on Reaquired Deb1 (257) 
Accum. Deierred Income Taxes-Accel. Amort.(Z81) 
Accum. Deierred Income Taxes-Other Property (282) 
Accum. Deierred income Taxes-Other (283) 
Total Deferred Credils (lines 56 lhrough 64) 
TOTAL LlAEiLlTlES AND STOCKHOLDER EQUITY (lines 16.24.35,54 and 65) 

<--(Less) Long-Term Portion of Derivalive lnslrumenl Liabililies-Hedges - 

Balance 

0 
152,956 

0 
0 

-- 

I _. .~ Y 

- I 3.515.451 3.344.527 
_- 10.756.7151 10.631.56C 

C 
119.89E 

C 
r 

- 

266-267 

269 
278 

272-277 

0 C 
273,140,524 364,672,244 

2,803,337 1.972.86f 
54,999,112 13.023.77': 

0 [ 

13.436.144 7,283.14: 
37.721.036 35,939.37: 

0 
0 < 

291,427,191 291,507.115 
Ai 7R9 fififi 38,724,651 

__ 
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Name of Respondent 

Kentucky Ulilllies Company 

kchedule Page: I12 Line No.: 28 Column: 
Durinq 2007,  Workers' Compensation was reclassified from account 232 t o  account 2 2 8 . 2 ,  as ' 

This Report is: Date of Report Year/Period of Report 
(1)  X An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission I /  2007/Q4 

it w a s  determined t o  be long-term i n  na ture . ,  

- ~ -  FOOTNOTE DATA 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 



End of 20071Q4 
This Report Is: 
(1) EA” Origlnal (Mo. Da. Yr) 

Dale of Report Name of Respondenl 

Kentucky Ulililies Company 12) n A  Resubmission / I  . .  I 
STATEMENT OF INCOME 

I 

Quarterly 
1. Enter in column (d) lhe balance for the reporting quarter and in column (e) lhe balance for lhe same lhree rnonlh period for the prior year. 
2. Report in column (0 the quarter lo date amounls lor eieclric ulilily function: in column (h) the quarter lo date amounls for gas utiiity. and in (1) the 
quarter lo dale amounls for other Ulility funclion for the Nrrenl year quarter. 
3 Report in column (9) lhe quarter to dale amounls for eleclric utility function: in column (i) lhe quarter lo dale amounts for gas utility. and in (k) the 
quarter lo date amounts for olher utility function for lhe prior year quarter. 
4 if additional columns are needed place them in a fOOlriOle. 

Annual or Quarteriy i f  applicable 
5. Do not report fourth quarter dab in columns (e) and (0 
6 Report amounls for accounls 412 and 413, Revenues and Expenses from Utility Piant Leased lo Olhers. in another ulilily columnin a similar manner tc 
a utility department Spread the amounl(5) over lines 2 UIN 26 as appropriale Include these amounls in columns (e) and (d) totals 
7 Report amounts in account 414, Other Utility Operating Income, in the same manner as accounts 412 and 41 3 above,. 
E,, Reportdab for lines 8, I D  and 11 for Natural Gas companies using accounts 404,1,404.2,404 3,407,.1 and 407 2. 

Title of Acwunl 



This Re ori is: Dale of Report YearIPericd of Report 
(1) $An Original (Mo. Da. Yr) End of 2007lQ4 
121 n A  Resubmission I !  

Name of Respondent 
Kentucky Utililies Company 

I . .  I I 
STATEMENT OF iNCOME FOR THE YEAR (Conlinued) 

9 Use page 122 for important notes regarding the statement of income for any account Ihereof. 
lo. Give concise explanations concerning unsettied rate proceedings where a contingency exists such that refunds of a material arnounl may need to he 
made Io !he ulilily's customerr or which may resuit in material refund lo !he utility wilh respect to power or gas purchases. Slate for each year effecled 
the gross revenues or costs to which liie contingency relates and the lax effects together with an expianalion of the major factors which aHecl the rights 
of lhe utility Lo retain such revenues or recover amounts paid with respect to power or gas purchases., 
11 Give concise explanalions concerning significant amounls of any refunds made or received during the year resulting from satliemenl of any rate 
proceeding affecting revenues received or cosls incurred for power or gas purches, and a summary of lhe adjuslments made to balance sheet. income, 
and expense accounts., 
12.. If any notes appeartng in the report lo stokhoiders are appiicabie lo the Statement of Income, such notes may be included at page 122 
13. Enler on page 122 a concise explanation of only lhose changes in accounting melhods made during b e  year which had an effecl on net income. 
including the basis of allocations and apportlonments from those used in the preceding year. Also, give the appropriate dollar effect of such changes 
14. Expiain in a footnote i f  h e  previous year'sslquarter's figures are different from that reported in prior reports 
15. If the columns are insuilicient for reporting additional uliiity departments, supply the appropriale accolml lilies report the informalion in a footnote lo 
lhis schedule 

2.101.203 2,044,274 
16,439,077 18,603,068 
27,762,416 46.696.525 
13,060,218 11,375,572 
40.957.117 41.108.472 
47,805,346 40,437,777 
42,566,647 12,000.000 

706.852 1,283,929 

___ 
1.861.363 1,747,615 

1,081.445.458 1.047,990,012 
191,103,431 162,029,272 
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This Re orl Is: Dale of Report YeailPeriod of Report 
(1) d~ Original (Mo. Da, Yr) End of 2007lQ4 
(2) n A  Resubmission / /  Keniucky Uliliiies Company 

STATEMENT OF iNCOME FOR THE YEAR (conllnued) 
Line TOTAL Current 3 Months Prior 3 MonVls 
NO Ended Ended 

(Ref 1 Ouarleily Oniy Quarielly Only 
Title of Account Page No Current Year Previous Year No 4h Ouarter No 4th Quarter 

(a) (b) (C) (d) (e) (0 

34 (Less) Expenses of Nonulility Operations (417.1) 
35 Nonoperating Renlallnmme(l10) 6,560 -305 
36 Equiiy in Earnings of Subsidiary Coinpanb (410.1) 119 26,350,701 23,405.773 
37 inleresland Dividend lnmme (419) 2.954.429 1,457,363 
38 Albwence for OVier Funds Used During Consintdon (419.1) 3,327,705 304,044 
39 MiscellenwusNonoperalng inmme (421) 3,121,445 1,366,603 

___ 
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This Re ort Is: 
(1) d m  Original 

Name of Respondenl 
Kentucky Utilities Company (2) n A  Resubmission 

u 
STATEMENT OF RETAiNED EARNINGS 

1. Do not report Lines 49-53 on the quarterly version. 
2. Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated 
undistributed subsidiary earnings for the year. 
3 Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436 - 439 inclusive) Show the contra primary account affected in column (b) 
4.. State the purpose and amount of each reservation or appropriation of retained earnings. 
5. List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings,. Follow 
by credit, then debit items in that order. 
6 Show dividends for each class and series of capital stock.. 
7, Show separately the Slate end Federal income tax effect of ilems shown in account 439, Adjustments to Retained Earnings,. 
8. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservalion or appropriation is to b e  
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually lo be accumulated. 
9. If any notes appearing in the report to stockholders are applicable to this statement. include them on pages 122-123 

( 

Date of Report 
(Mo. Da. Yr) 

YearPeriod of Report 
End of 20071a4 

I 1  

355,161 I 
I E N  

48 Adjustment 

7 
8 
9 

10 
11 
12 
13 

TOTAL Credils to Relamed Earnings (Acct. 439) 355,161 

181 I I I 
191 
201 I 
21 
22 
23 ^. 

TOTAL AppiOprialiOnS of Relalned Earnings (AmL 

Dwdenos Declared Preierred Slot? (&ckounl4371 - ~ 

L4 I I I I 
251 I 
261 I I -- I 

361 TOTAL Dividends Declared-Common Stock (ACCI. 438) I I I 
371 Transfers from Acct 216.1. Unapprop. Undisirib. Subsidiary Earnings 21,400.OOQ~ 27,500,000 
381 Balance. End 01 Period vola 1.9.15,16,22.29.36,37) 

I APPROPR,ATED RETAINED EARNINGS (Account 215) .- 

FFRC FORM NO 1 / 3 4  IREV. 02-04) Pane 1iR 



,me of Respondent This Report Is: Dale of Report YeadPerlcd of Report 

mtucky Uliiilies Company 
2007/Q4 End of (1) N A n  Original (Mo. Da. Yr) 

(2) n A  Resubrnission / /  
u 

STATEMENT OF RETAINED EARNiNGS 

Do not report Lines 49-53 on the quarterly version 
Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated 

distributed subsidiary earnings for the year. 
Each credit and debit during the year shouid be identified as to the retained earnings account in which recorded (Accounls 433,436 
.39 inclusive)., Show the contra primary account affected in column (b) 
State the purpose and amount of each reservation or appropriation of retained earnings. 
List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings, Follow 
credit. lhen debit items in that order. 
Show dividends for each class and series of capital stock.. 
Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings. 
Explain in a footnote the basis for determining the amount WSeNed or appropriated., If such reservation or appropriation is to be 

current, state the number and annual amounts to be reserved or approprialed as well as the totals eventually to be accumulated., 
If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123., 

44 
45 TOTAL Appropriated Retained Earnings (Account 215) 

46 TOTAL Approp. Retained Earnings-Arnort. Reserve, Federal (Acct. 215.1) 
47 TOTAL Approp. Retained Earnings (Acct. 215, 215.1) ( T O M  45.46) 
48 TOTAL Retained Earnings (Acct. 215.215.1,216) (Total 38.47) (216.1) 

APPROP. RETAINED EARNINGS - AMORT. Reserve, Federal (Accounl215.1) 

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (Amount 
Report only on an Annual Basis, no Quarteriy 

49 Balance-Beginning of Year (Debit or Credit) 
50 Equily in Earnings for Year (Credit) (Account 418.1) 
51 (Less) Dividends Received (Debit) 
57 "_ 

53 Balance-End of Year (Total lines 49 lhru 52) 

2ontm Primary 
:count Affecled 

Previous 
QuarterfYear QuarterlYear 

Year to Date Year to Date 
Balance Balance "1 1 (d) ~ - 

21,207,0681 16.248.28 

FERC FORM NO.. 1 / 3 9  (REV.. 02441 P a w  119 



This Re oit is: 
(1) d A n  Original 

Dale of Repoit 
(Mo. Da, Yr) 

Name of Respondent 

Kenlucky Utilities Company (2) n A  Resubmission / I  

(1) Codes La be usod(a) Ne1 Proceeds or Pnyments:(b)Bonds. debentures and other iong.tem debt; (c) include commercial paper: and (d) ldcnlily separately such iiems as 
invesiments. fixed assee. intangibles, ob. 
(2 )  Inlormation a h u l  nonesh investing end Snancing aciivities mu81 be provided in Ihe Notcs lo lhs Financial statemenls. Also pmvide a recancilialion beween *Cash and Cas 

YearlPeriod of Report 
End of 20071Q4 

I I 
22 INet Cash Provided by (Used In) Operating Aciivilies (Total 2 lhN 21) 
""I I I 

302,458,581 I 248,346.146 

43 
44 
45 

Purchase of lnveslment Securilies (a) 
Proceeds from Sales of lnveslrnenl Securilies (a) 



Date of Report 
(Ma, Da. Yr) 
/ /  

Name of Respondent 

Kenlucky Ulililies Company (2) n A  Resubmission 

YearlPeriod of Reporl 
End of 2007/Q4 

Current Year 10 Dale 
QuarterNear 

Description (See Ins(Ncll0n No 'I for ExplanallOn of Codes) tine 
NO. la1 Ih, 

53 lother (provide details in loolnol~): I I 
51 IChange in Restricted Cash 11.821.4281 -1,209,169 

Previous Year to Date 
QuarterlYear 

I*, 

86 /Cash and Cash Equlvalenls at Beginning of Period 5,313,0431 _--.---I--- 
R 9  I 

I-, 11, I.., I - 
46 Loans Made or Purchased 
47 CollecUons on Loans 
48 Change in Long-Term Investments ..196.190 -165.426 

49 Net (Inuease) Decrease in Receivables 
50 Net (Increase ) Deuease In Inventory 
51 Net (Increase) Decrease in Allowances Held for Speculallon 
52 Net Increase [Deaease) in Payables and Accrued EXpenSeS 

I__ 

6.61 1.6461 

90 ICash and Cash Equivalents at End of period 
I 

I I 
P a w  121 

L 
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Name of Respondent This Report is: 
(1 ) X An Oriainal 

Date of Report Yeadperiod of Report 
(Mo, Da, Yr) 

b m e :  120 Line No.: 13 Column: 

Adjusted for Noncash Accrued Capital Expenditures 
Previous Year to Date, as originally filed $ 21,439,326 

23,2 84,148 

. . -  . .  

Restated Previous Year to Date $ 44,'723,4'74 

Schedule Page: 120 Line No.: 18 Column: b 
bther operating cash flows: 

Net salvage and cost of removal $ (2,308,564) 
Depreciation charged to balance sheet accounts 597,905 
Amortization of Debt Expenses 280,364 
Amortization of Loss on Bonds 518,566 
Net decrease in Prepayments 584,608 
Net decrease in Derivative Assets 341,503 
Net increase in Preliminary SUXYey 

Net increase in Customer Advances for Construction 830,470 
Net increase in Asset Retirement Obligations 1,833,853 
Net increase in Provision for Postretirement Benefits 11,4'74,924 
Net adjustment to Retained Earnings (Effect of FIN 48) 355,161 

Total $ 18,256,233 

1 

(1,373,637) 
Net decrease in Clearing Accounts 5,121,080 

[Schedule Page: 120 Line No.: 18 Column: 
Other operating cash flows: 

Net salvage and cost of removal 
Depreciation charged to balance sheet accounts 
Amortization of Debt Expenses 
Amortization of Loss on Bonds 
Net decrease in Prepayments 
Net increase in Derivative Assets 
Net increase in Preliminary Sur'Vey 
Net decrease in Clearing Accounts 
Net increase in Other Comprehensive Income 
Net decrease in customer Advances for Construction 
Net increase in Asset Retirement Obligations 1,682,524 
Net decrease in Provision for Postretirement Benefits 6,845,374 

Total $ 21,169,077 

kevious Year to Date, as originally filed $(347,628,207) 
Adjusted for Noncash Accrued Capital Expenditures (23,284,14 8) 

Restated Previ.ous Year to Date $ (370,912,355) 

_ _ _ _ _ _ _ - _ _ _ _  

chedule Page: 120 Line No.: 26 Column: 

l----l-______ 

$ (4,900,433) 
622 I 436 
247,821 
689,205 

723,632 
(294.017) 

(2,442,585) 

(1,822,901) 
19,336,791 

481,230 

Schedule Page: 120 Line No.: 31 Column: b 1 
Long Term Debt Mark-to-Market $ (433,540) 

In 2007, $53 million of bonds were extinguished,. This amount 
represents the fair value hedge adjustments on those bonds, as 
prescribed by SFAS 133, as amended.. 

7 ~- 
~?G&!!E!??Se:O.~.~ Line No.: 31 Column: ~ ~ _ _  . 
Long Term Debc Mark-to-Market $ (1,-6?6,960) 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 1 



Name of Respondent 

Kentucky UtiliUes Company 

In 2007, $53 million of honds were extinguished.. This amount 
represents the fair value hedge adjustments on those bonds, as 
prescribed by SFAS 133, as amended.. 

This Report is: Date of Report Yeadperiod of Report 
(1) g An Original 
(2) -A Resubmission / /  20071a4 

(Mo, Da. Yr) 

chedule Page: 120 Line No.: 90 Column: b 
!ash and cash equivalents is comprised of the following amounts: 

I 

Cash (Acct 131) 
Temporary Cash Investments (Acct 136) 

$ 321,021 
17,490 

Total Cash and Cash Equivalents at End of Period $ 338,511 

kchedule Page: 120 Line No.: 90 Column: 
Cash and cash equivalents is comprised of the following amounts: 

Cash (Acct 131) $ 5,309,005 

Temporary Cash Investments (Acct 136) 3,505 

Total Cash and Cash Equivalents at End of Period $ 5,313,043 

*The remaining balance of $22,806,983 is Restricted Cash (Acct 134) 

Special Deposits (Accts 132-134) 533 

- - _ - _ - - _ _ - - -  

IFERC FORM NO. 1 (ED. 12-87) Page 450.2 



Name of Respondent 
Kentucky Utilities Company 

__ 
NOTES TO FINANCIAL STATEMENTS ~- 

for impOnant nOteS regard ng the Balance Sheet, Slalernent of Income for the year, Statement of Relalned 

End of 2 0 0 7 / ~ 4  
This Report Is: 
(1) a An Original 
(2) 0 A Resubmission 

Date of Report 

/ /  

7. For the 3Q disclosures, responderit must provide in the notes sufficient disclosures so as to make the interim information not 
misleading. Disclosures which would substantially duplicate the disclosures contained in the most recent FERC Annual Report may  be 
omitted. 
8. For the 3Q disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurred 
which have a material effect on the respondent.. Respondent must include in the notes significant changes since the most recently 
completed year in such items as: accounting principles and practices; estimates inherent in the preparation of the financial statements; 
status of long-term contracts: CapitallZatiOn including significant new borrowings or modifications of existing financing agreements; and 
changes resulting from business combinations or dispositions,. However were material contingencies exist, the disclosure of such 
matters shall be provided even though a significant change since year end may not have occurred. 
9. Finally. if the notes to the financial statements relating to the respondent appearing In the annual report to the stockhoiders are 
applicable and funilsh the data required by the above instructions, such notes may be included herein. 

PAGE 122 INTENTIONALLY LEFT BLANK 
SEE PAGE 123 FOR REQUIRED INFORMA'TION. 
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Name of Respondent This Report is: 
(1) X An Original 

Kenlucky Utililiss Company (2) - A  Resubmission 

Date of Report Yeadperiod of Report 
(Mo, Da, Yr) 

/ I  2007lQ4 



Name of Respondent This Report is: 
(1) &An Original 

Kentucky Utililies Company (2) _ _ A  Resubmission 

IFERC FORM NO. 1 (ED. 12-88) Page 123.2 - 

Date of Report Yeadperiod of Report 
(Mo, Da, Yr) 

/ I  2007lQ4 



__ 
Name of Respondent 

Kenlucky Ulllilles Company 

Other Property and Investments. Other property and investments on the balance sheets consists of KU’s 
investment in EEI, economic development loans provided to various communities in KU’s service territory, 
KU’s investment in OVEC, funds related to KU’s long-term purchased power contract with OMU and 
non-utility plant. 

Although KU holds investment interests in OVEC and EEI, it is not the primary beneficiary, therefore, neither, 
are consolidated into IW‘s financial statements. KU and 11 other electric utilities arc participating owners of 
OVEC, located in Piketon, Ohio. OVEC owns and operates two power plants that bum coal to generate 
electricity, Kyger Creek Station in Ohio and Clifty Creek Station in Indiana. Pursuant to current contractual 
arrangements, KU’s share of OvEC’s output is 2.5%, approximately 55 Mw of generation capacity. 

As of December 31,2007 and 2006, KU’s investment in OVEC totaled less than $1 million and is accounted for 
under the cost method of accounting. KU’s maximum exposure to loss as a result of its involvement with OVEC 
is limited to the value of its investment. In the evcnt of the inability of OVEC to fulfill its power provision 
requirements, KU anticipates substituting such power supply with either owned generation or market purchases 
IFERC FORM NO. 1 (ED. 12-88) Page 123.3 - 
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Name of Respondent 

Kentucky Utilities Company 

This Report is: Date of Report Yeadperiod of Report 
(1) y An Original (Mo, Da, Yr) 
(2) -A Resubmission l /  2007/Q4 



Name of Respondent This Report is: Date of Report Yeadperiod of Report 
(1)  X An Original (Mo. Da, Yr) 

Kenlucky Utililies Company (2) -A Resubmission / I  2007lQ4 
NOTES TO FINANCIAL STATEMENTS (Continued) - 

SFAS No. 159 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assers and Financial 
I 

PERC FORM NO. 1 (ED. 12-88) Page 123.5 J 



Name of Respondent 

KenUcky Utilities Company 

In July 2006, the FASB issued FIN 48 which clarifies the accounting for the uncertainty of income tax positions 
recognized in an enterprise’s financial statements in accordance with SFAS No. 109. This interpretation 
prescribes a recognition threshold and measurement attribute for the financial statement recognition and 
measurement o fa  tax position taken or expected to be taken in a tax return.. 

The evaluation of a tax position in accordance with FIN 48 is atwo-step process. The first step is recognition 
based on the determination of whether it is “more likely than not” that a tax position will be sustained upon 
examination. The second step is to measure a tax position that meets the “more likely than not” threshold. The 
tax position is measuied as the amount of potential benefit that exceeds 50% likelihood of being realized. 

FIN 48 is effective for fiscal years beginning after December 15,2006, and was adopted effective January 1, 
2007.. The impact of FIN 48 on the statements o f  operations, financial position and cash flows was not material. 

Note 2 - Rates and Regulatory Matters 

KU is subject to the jurisdiction of the Kentucky Commission, the Virginia Commission, the Tennessee 
Regulatory Authority and the E R C  in virtually all matters related to electric utility regulation, and as such, its 
accounting is subject to SFAS No. 71. Given its competitive position in the marketplace and the status of 
regulation in Kentucky and Virginia, KU has no plans or intentions to discontinue its application of SFAS No. 
71. 

~ 

This Report is: Date of Report Yeadperiod of Report I 
(1) An Original (Mo, Da, Yr) I 

(2) - A  Resubmission I /  2007/Q4 
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Name of Respondent 

Kenlucky Utililies Company 

Rate Case 

In December 2003, KU filed an application with the Kentucky Commission requesting an adjustment in KU's 
rates The Ievenue increase requested was $58 million. In June 2004, the Kentucky Cormnission issued an 
Order approving an increase in KU's base rates of approximately $46 million (7%). The rate increase took effect 
on July 1,2004 

Final proceedings toolc place during the first quarter of 2006 concerning the sole remaining open issue relating 
to state income tax rates used in calculating the granted rate increase. On March 31,2006, the Kentucky 
Commission issued an Order resolving this issue in KU's favor consistent with the original rate increase order. 

Regulatorv Assets and Liabilities 

The following regulatory assets and liabilities were included in the balance sheets as of December 31: 

This Report is: Date of Report Yeadperiod of Report 
(1) X An Original (Mo, Da, Yr) 
(2) -A Resubmission / /  2007/Q4 

(in millions) 
ARO 
MlSO exit 
FAC 
Unamortized loss on bonds 
ECR 
Other 

Subtotal 

2007 __ 2006 
$ 24 $ 22 

20 20 
17 16 
10 10 
1 1  10 
4 5 

86 83 

Pension and postretirement benefits 2 64 
Total regulatory assets gJg,  
Accumulated cost of removal of utility plant $310 $297 
Deferred income taxes - nit 22 27 
Other 
Total regulatory liabilities 

ICU does not currently earn a rate of return on the FAC regulatory asset, which is a separate recovery mec..mism 
with recovery within twelve months. No return is earned on the pension and postretirement benefits regulatory 
asset which represents the changes in fimded status of the plans. The Company will seek recovery of this asset 
in future proceedings with the Kentucky and Virginia Commissions. No return is currently earned on the ARO 
asset. This regulatory asset will be offset against the associated regulatory liability, ARO asset and AR.0 liability 
at the time the underlying asset is retired. The MISO exit amount represents the costs relating to the withdrawal 
bom MISO membership. ICU will seek recovery of this asset in future proceedings with the Icentucky and 
Virginia Commissions. KU currently earns a rate of return on the remaining regulatory assets. Other regulatory 
assets includeVDT costs, the merger sureredit and deferred storm costs. Other regulatory liabilities include 
DSM and MISO costs included in base rates that will be netted against costs ofwithdrawing from the MISO in 
the next rate case. 

~FERC FORM NO. I (ED. 12-88) Page 123.7 



Name of Respondent 

Kentucky UUiities COmpany 

ARO. A summary of KU's net ARO assets, regulatory assets, liabilities and cost of removal established under 
FIN 47, Accounting for Conditional Asset Retirement Obligations, an Interpretation of SFAS No. 143, and 
SFAS No. 143, Accounting for Asset Retirement Obligations, follows: 

ARO Net ARO Regulatory Regulatory Accumulated Cost ofRemova1 
(in millions) Assets Liabilities Assets Liabilities Cost of Removal Depreciation 
As of December 3 1,2005 $ 6  $(27) $20 $ (2)  $ 2  $ 1  

1 ARO accretion (1) 
1 ARO depreciation 11) - - 

22 (2)  2 1 As of December 31,2006 5 (28) 
2 ARO accretion __ - 

As o f  December 31,2007 u gJgl $24 w &2 L 

- - - - 
- - -- - - 

- - - - ___ 

Pursuant to regulatory treatment prescribed under SFAS No. 71, an offsetting regulatory credit was recorded in 
depreciation and amortization in the income statement of $2 million in 2007 and 2006 for the ARO accretion 
and depreciation expense. ISU AROs are primarily related to the final retirement of assets associated with 
generating units. For assets associated with AROs, the removal cost accrued through depreciation under 
regulatory accounting is established as a regulatory liability pursuant to regulatory treatment prescribed under 
SFAS No. 71. There were no FIN 47 net asset additions during 2007 or 2006. For the years ended December 31: 
2007 and 2006, KU recorded less than $1 million of depreciation expense related to the cost ofremoval of ARO 
related assets. An offsetting regulatory liability was established pursuant to regulatory treatment prescribed 
under SFAS No. 71. 

ISU transmission and distribution lines largely operate under perpetual property easement agreements which do 
not generally require restoration upon removal of the property,. Therefore, under SFAS No. 143, no material 
asset retirement obligations are recorded for transmission and distribution assets. 

MIS0 Exit. Following receipt of applicable FERC, Kentucky Commission and other regulatory orders, KU 
withdrew from the MISO effective September 1,2006. Specific proceedings regarding the costs and benefits of 
the MISO and exit matters had been underway since July 2003. Since the exit from the MISO, KU has been 
operating under a FERC-approved open access-transmission tariff: ICU now contracts with the Tennessee Valley 
Authority to act as its transmission Reliability Coordinator and Southwest Power Pool, Inc. to function as 
Independent Transmission Organization, pursuant to FERC requirements. 

KU and the MISO have agreed upon overall calculation methods for the contractual exit fee to be paid by the 
Company following its withdrawal. In October 2006, KU paid approximately $20 million to the MISO pursuant 
to an invoice regarding the exit fee and made related FERC compliance filings. The Company's payment of this 
exit fee amount was with reservation of its rights to contest the amount, or components thereof, following a 
continuing review o f  its calculation and supporting documentation. In December 2006, KU provided notice to 
the MISO of its disagreement with the calculation of the exit fee. ISU and the MISO have resolved their dispute 
regarding the calculation of the exit fee and, in November 2007, filed an application with the FERC for approval 
of a recalculation agreement. In March 2008, the FERC approved the parties' recalculation of the exit fee, and 
the approved agreement provides KU with an immediate recovery of $1 million and will provide an estimated 
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In January 2003, the Kentucky Commission reviewed KU’s FAC for the six-month period ended October 3 1, 
2001. The Kentucky Commission ordered KU to reduce its fuel costs for purposes of calculating its FAC by less 
than $1 million. At issue was the purchase of approximately 102,000 tons ofcoal &om Western Kentucky 
Energy COT., a non-regulated affiliate, for use at KU’s Ghent facility. The Kentucky Commission further 
ordered that an independent audit be conducted to examine operational and management aspects of both KU’s 
and LG&E’s fuel procurement functions. The final report’s recommendations, issued in February 2004, related 
to documentation and process improvements.. Management Audit Action Plans were agreed upon by KU and the 
Kentucky Cornmission Staff’in the second quater of2004, and resulted in Audit Progress Reports being filed by 
KU with the Kentucky Commission. In February 2007, the Kentucky Commission staff indicated that KU fully 
complied with all audit recommendations and that no further reports are required. 

KU also employs an FAC mechanism for Virginia customers that uses an average fuel cost factor based 
primarily on projected fuel costs. The fuel cost factor may be adjusted annually for over or under collections of 
fuel costs from the previous year. In February 2007, KU filed an application with the Virginia Commission 
seeking approval of an increase of approximately $4 million in its fuel cost factor to reflect higher fuel costs 
incurred and under-collected during 2006, and anticipated higher fuel costs to be incurred in 2007. ‘The Virginia 
Commission approved KU’s request in April 2007. In February 2008, KU filed an application with the Virginia 
Commission seeking approval ofa decrease of0.599 centsKWh in its fuel cost factor applicable during the 
billing period April 2008 through March 2009. The decrease was requested because KU has fully recovered its 
under-recovered fuel expenses from the prior periods.. 

Unamortized Loss on Bonds. The costs of early extinguishment of debt, including call premiums, legal and 
other expenses, and any unamortized balance of debt expense are amortized using the straight line method, 
which approximates the effective interest method, over the life of either replacement debt (in the case of‘ 
refinancing) or the original life of the extinguished debt,. 

ECR. Kentucky law permits IW to recover the costs of complying with the Federal Clean Air Act, including a 
return of operating expenses, anha retum of and on capital invested, through the ECR mechanism. The amount 
of the regulatory asset or liability is the amount that has been under- or over-recovered due to timing or 
adjustments to the mechanism. 

In September 2007, the Kentucky Commission initiated six-month and two-year reviews for periods ending 
October 31,2006 and April 30,2007, respectively, of KU’s environmental surcharge. Data discovery concluded 
in December 2007, and all parties to the case submitted requests with the Kentucky Commission to waive rights 
to a hearing on this matter. The case is submitted for decision and an order is anticipated in the second quarter 
of2008.. 

In June 2006, KU filed an application for a CCN to construct an SCR at the Ghent station and to amend its ECR 
plan with the Kentucky Commission seeking approval to recover investments in environmental upgrades at the 
Company’s generating facilities. The estimated capital cost of the upgrades for the years 2008 through 2010 is 
approximately $12,5 million, of which approximately $1 15 million is for the Air Quality Control System at TC2! 
A final Order was issued by the Kentucky Commission in December 2006, approving all expenditures and 
investments as submitted. In October 2007, KU met with the Kentuckv Commission and other interested uarties 
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In April 2006, the Kentucky Commission initiated six-month and two-year reviews of ICU’s environmental 
surcharge for six-month periods ending July 2003, January 2004, January 2005, July 2005 and January 2006 and 
for the two-year period ending July 2004. A final Order was received in January 2007, approving the charges 
and credits billed through the ECR during the review period as well as approving billing adjustments, a roll-in 
to base rates, revisions to the monthly surcharge filing and the rate of return on capital. 

VDT. In December 2001, the Kentucky Commission issued an Order approving a settlement agreement 
allowing KU to set up aregulatory asset of $54 million for workforce reduction costs and begin amortizing it 
over a five-year period starting in April 2001. Some employees rescinded their participation in the voluntary 
enhanced severance program which, along with the non-recurring charge of $7 million for FERC and Virginia 
jurisdictions, thereby decreased the charge to the regulatory asset from $64 million to $54 million. The Order 
reduced revenues by approximately $1 1 million through a surcredit on bills to ratepayers over the same 
five-year period, reflecting a sharing (40% to the ratepayers and 60% to KU) of savings as stipulated by KIJ, net 
of amortization costs of the workforce reduction. The five-year M T  amortization period expired in March 
2006. 

As part of the settlement agreement in the rate case, in September 2005, K,U filed with the Kentucky 
Commission a plan for the future ratemaking treatment of the M T  surcredit and costs. In February 2006, the 
AG, I W C  and KU reached a settlement agreement on the future ratemaking treatment of the VDT surcredits 
and costs and subsequently submitted ajoint motion to the Kentucky Commission to approve the unanimous 
settlement agreement. ‘IJnder the terms of the settlement agreement, the VDT surcredit will continue at the 
current level until such time as KU files for a change in base rates. The Kentucky Commission issued an Order 
in March 2006, approving the settlement agreement. 

Merger Surcredit. As part of the L,G&E Energy merger with KTJ Energy Corporation in 1998, KU estimated 
non-fuel savings over a ten-year period following the merger. Costs to achieve these savings were deferred and 
amortized over a five-year period pursuant to regulatory orders. In approving the merger, the Kentucky 
Commission adopted KU’s proposal to reduce its retail customers’ bills based on one-half of the estimated 
merger-related savings, net of deferred and amortized amounts, over a five-year period. The surcredit 
mechanism provides that 50% ofthe net non-fuel cost savings estimated to be achieved from the merger be 
provided to ratepayers through a monthly bill credit, and 50% be retained by KU over a five-year peIiod. In that 
same order, the Kentucky Commission required ICU, after the end ofthe five-year period, to present a plan for 
sharing with ratepayers the then-projected non-fuel savings associated with the merger. HU submitted this filing 
in January 2003, proposing to continue to share with ratepayers, on a 50%/50% basis, the estimated fifth-year 
gross level of non-fuel savings associated with the merger. In October 2003, the Kentucky Commission issued 
an Order approving a settlement agreement reached with the parties in the case. According to the Order, KITS 
merger surcredit would remain in place for another five-year term beginning .July 1,2003, the merger savings 
would continue to be shared 50% with ratepayers and 50% with shareholders and KU would file a ulan for the 

- 
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In December 2007, KU submitted to the Kentucky Commission its plan to allow the merger surcredit to 
terminate as scheduled on June 30,2008. The Kentucky Commission has not issued a procedural schedule for 
this proceeding. 

Deferred Storm Costs. Based on an Order fiom the Kentucky Commission in June 2004, KU Ieclassified from 
maintenance expense to a regulatory asset, $4 million related to costs not reimbursed fiom the 2003 ice storm. 
These costs will be amortized through June 2009. ICU e m s  a return of these amortized costs, which are 
included in KU's jurisdictional operating expenses. 

Pension and Postretirement Benefits. KU adopted SFAS No. 158, Employers ' Accotmtingfor Defined Benefit 
Pertsion and Orher Postretirement Plans, in 2006. This statement requires employers to recognize the 
over-funded or under-funded status ofa  defined benefit pension and postretirement plan as an asset or liability 
in the balance sheet and to recognize through comprehensive income the changes in the funded status in the year 
in which the changes occur. Under SFAS No. 71, KU can defer recoverable costs that would otherwise be 
charged to expense or equity by non-regulated entities. Current rate recovery in Kentucky and Virginia is based 
on SFAS No, 87, Employers' Accounting for Pensions, and SFAS No. 106, Employers' Accountingfor 
Postretirement Benefits Other than Pensions, both ofwhich were amended by SFAS No. 158. Regulators have 
been clear and consistent with their historical treatment of such rate recovery, therefore, KU has recorded a 
regulatoIy asset representing the probable recovery of the portion ofthe change in fimded status of the pension 
and postretirement plans that is expected to be recovered,. The regulatory asset will be adjusted annually as prior 
service cost and actuatial gains and losses are recognized in net periodic benefit cost. 

Accumulated Cost of Removal of Utility Plant. As of December 3 1,2007 and 2006, KU has segregated the 
cost of removal, previously embedded in accumulated depreciation, ofS310 million and $297 million, 
respectively, in accordance with FERC Order No.. 631. This cost ofremoval component is for assets that do not 
have a legal ARO under SFAS No. 143. For reporting purposes in the balance sheets, KU has presented this cost 
of removal as a regulatoxy liability pursuant to SFAS No. 71. 

Deferred Income Taxes -Net. Deferred income taxes represent the future income tax effects ofrecognizing 
the regulatory assets and liabilities in the income statement. Deferred income taxes are recognized at currently 
enacted tax rates for all material temporary differences between the financial reporting and income tax bases of 
assets and liabilities. 

DSM. KU's rates contain a DSM provision. The provision includes a rate mechanism that provides for 
concurrent recovery of DSM costs and provides an incentive for implementing DSM programs. The provision 
allows ICU to recover revenues from lost sales associated with the DSM programs based on program plan 
engineering estimates and post-implementation evaluations. 

In July 2007, KU and LG&E filed an application with the Kentucky Commission requesting an order approving 
enhanced versions of the existing DSM programs along with the addition of several new cost effective 

( 
existing annual budget of approximately $10 million. Data discovery concluded in November 2007, and the 
Community Action Council ("CAC') for Lexington-Fayette, Bourbon, Harrison and Nicholas counties and the 

- 

programs. The total annual budget for these programs is approximately $26 million, an increase over ttie 

-_. 
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Other Remiaton, Matters 

TJtility Competition in Virginia. The Commonwealth of Virginia passed the Virginia Electric Utility 
Restmcturing Act in 1999. This act gave Virginia customers the ability to choose their electric supplier. Rates 
are capped at current levels through December 2010. The Virginia Commission will continue to require each 
Virginiautility to make annual filings of either a base rate change 01 an Annual Informational Filing consisting 
o f a  set of standard financial schedules. The Virginia Commission Staffwill issue a Staffkport  regarding the 
individual utility’s financial performance during the historic 12-month period. The Staff Report can lead to an 
adjustment in rates, but through December 2010, rates are subject to the capped rate period and essentially 
“&ozen”. In April 2007, Virginia passed legislation terminating this competitive market and commencing 
re-regulation of utility rates in Virginia. The new act will end the cap on rates at the end of 2008, rather than 
through December 2010, and end customer choice for most consumers in the applicable regions of the state. 
Thereafter, a hybrid model of regulation is expected to apply in Virginia, whereby utility rates would be  
reviewed every two years and a utility’s rate of return on equity shall not be set lower than the average of the 
rates of return for other regional utilities, with certain caps, floors or adjustments. The legislation was effective 
in July 2007, and also includes a 10% nonbinding goal for renewable power generation by 2022, as well as 
incentives for new generation, including renewables. Under the legislation, KU retains an existing exemption 
from customer choice and other restructuring activities as applicable to KU’s limited service temtory in 
Virginia. However, subject to future developments, KU may or may not undertake such a rate proceeding in the 
first six months of 2009 based on calendar year 2008 financial data under the hybrid model of regulation, or 
malce biennial rate filings with the Virginia Commission thereafter. 

Regional Reliability Council. KU has changed its regional reliability council membership from the Reliability 
First Corporation to the SERC Reliability Corporation (“SERC”), effective January 1,2007. Regional reliability 
councils are industry consortiums that promote, coordinate and ensure the reliability of the bulk electric supply 
systems in North America. 

TC2 CCN Application. A CCN application for construction of the new, base-load, coal fired unit TC2, which 
will be jointly owned by ICU and LG&E, was approved by the Kentucky Commission in November 2005, and 
initial CCN applications for three hansmission l i e s  were approved in September 2005 and May 2006. In 
August 2006, KU obtained dismissal o fa  judicial review of such CCN approvals by certain property owners. In 
December 2007, the I<entucky Court of Appeals reversed and remanded the lower Court’s dismissal. Both 
parties have filed for reconsideration of elements ofthe appellate court’s ruling. The transmission lines are also 
snbject to routine regulatory filings and the right.-of-way acquisition process. See Note 9, Commitments and 
Contingencies, for further discussion regarding the TC2 air permit., 

Ghent PGD Inquiry. In October 2006, the Kentucky Commission commenced an inquiry into elements of 
KU’s planned construction of one of its three new FGDs at the Ghent generating station. The proceeding 
requested, and KIJ provided, additional information regarding configuration details, expenditures and the 
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In February 2006, the Kentucky Commission initiated an administrative proceeding to consider the requirements 
ofthe EPAct 2005, Subtitle E Section 1252, Smart Metering, which concerns time-based metering and demand 
response, and Section 1254, Interconnections. EPAct 2005 requires each state regulatory authority to conduct a 
formal investigation and issue a decision on whether or not it is appropriate to implement certain Section 1252, 
Smart Metering standards within eighteen months after the enactment of EPAct 2005 and to commence 
consideration of Section 1254, Interconnection standards within one year after the enactment of EPAct 2005. 
Following a public hearing with all Kentucky jurisdictional electric utilities, in December 2006, the Kentucky 
Commission issued an Order in this proceeding indicating that the EPAct 2005 Section 1252, Smart Metering 
and Section 1254, Interconnection standards should not be adopted.. However, all five Kentucky Commission 
jurisdictional utilities are requiredto file real-time pricing pilot programs for their large commercial and 
industrial customers. KU developed areal-time pricing pilot for large industrial and commercial customers and 
filed the details of the plan with the Kentucky Commission in April 2007. Data discovery concluded in July 
2007, and no parties to the case requested a hearing. In February 2008, the K,entucky Commission issued an 
Order approving the real-time pricing pilot program proposed by KIJ for implementation within approximately 
eight months. KIJ will notify the Kentucky Commission 10 days prior to the actual implementation date and will 
file annual reports on the program within 90 days of each plan year-end for the 3-year pilot period. 

Green Energy Riders. In February 2007, KU and LG&E filed a Joint Application and Testimony for Proposed 
Green Energy Riders. The AG and KiUC were granted full intervention. In May 2007, a K.entucloj Commission 
Order was issued authorizing KU to establish Small and Large Green Energy Riders, allowing customers to 
contribute funds to be used for the purchase ofrenewable energy credits. 

Home Energy Assistance Program. In July 2007, KU filed an application with the Kentucky Commission for 
the establishment of a new Home Energy Assistance program. During September 2007, the Kentucky 
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(in millions) Value Value Value Value 
Long-term debt (including 
current portion of $33 million) $333 $333 $360 $360 

Long-term debt from affiliate $93 1 $996 $483 $487 

All of the above valuations reflect prices quoted by exchanges except for the loans from affiliate which are fair 
valued using accepted valuation models. The fair values of cash and cash equivalents, accounts receivable, cash 
surrender value ofkey man life insurance, accounts payable and notes payable are substantially the same as their 
carrying values. 

Interest Rate Swaps (hedging derivatives). KU has used over-the-counter interest rate swaps to hedge 
exposure to market fluctuations in certain of its debt instruments. Pursuant to Company policy, use of these 
financial instruments has been intended to mitigate risk, earnings and cash flow volatility and was not 
speculative in nature. Management had designated all of the interest rate swaps as hedge instruments. Financial 
instruments designated as fair value hedges and the underlying hedged items are periodically marked to market 
with the resulting net gains and losses recorded directly into net income. Upon termination of any fair value 
hedge, the resulting gain or loss is recorded into net income. 

KU had no outstanding interest rate swap agreements at December 31,2007. KU was party to an interest rate 
swap agreement with a notional amount of$53 million as of December 31,2006. The interest rate swap was 
terminated in FebIuary 2007, when the underlying debt was defeased. Under this swap agreement, ICU paid 
variable rates based on the London Interbank Offer Rate averaging 7.44% and received fixed rates averaging 
7.92% at December 31,2006. The swap agreement in effect at December 31,2006 had been designated as a fair 
value hedge. The fair value designation was assigned because the underlying fixed rate debt had a firm future 
commitment. For 2007 and 2006, the effect of marking these financial instruments and the underlying debt to 
market resulted in pre-tax gains of less thau $1 million recorded in interest expense. 

Interest rate swaps hedge interest rate risk on the underlying debt under SFAS No. 133, Accounfingfor 
Derivative instruments and Hedging Activities, as amended, in addition to swaps being marked to market, the ( 
item being hedged must also be marked to market. Consequently, at December 31,2006, KU’s debt reflects a 
mark-to-market adiustment of less than $1 million. 

_I 
I 
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Energy Risk Management Activities (non-hedging derivatives). KU conducts energy trading and risk 
management activities to maximize the value of power sales from physical assets it owns. Energy trading 
activities are principally forward financial transactions to hedge price risk and are accounted for on a 
mark-to-market basis in accordance with SFAS No. 133, as amended. 

The table below summarizes I W s  energy trading and risk management activities: 

(in millions) 2007 
Fair value of contracts at beginning of period, net asset $ 1  $ 1  

during the period - - 
1 

Unrealized gains and losses recognized at contract inception 

- Realized gains and losses recognized during the period 

Other unrealized gains and losses and changes in fair values 

Changes in fair values attributable to changes in valuation 
techniques and assumptions (1) (2) 

L $-L 
1 - 

Fair value of contracts at end of period, net asset 

No changes to valuation techniques for energy trading and risk management activities occurred during 2007 or 
2006. Changes in market pricing, interest rate and volatility assumptions were made during both years. All 
contracts outstanding at December 3 1,2007 and 2006, have a maturity of less than one year and are valued 
using prices actively quoted for proposed or executed transactions or quoted by bxokers. 

IUJ mamtains policies intended to minimize credit risk and revalues credit exposures daily to monitor 
compliance with those policies. At December 31,2007, 100% of the trading and risk management commitments 
were with counterparties rated BBB-Baa3 equivalent or better 

KIJ hedges the price volatility of its forecasted electric wholesale sales with the sales of market-traded electric 
forward contracts for periods of less than one year Hedge accounting treatment has not been elected for these 
transactions, and therefore gains and losses are shown in the statements of income in other income - net. No 
material pre-tax gains and losses resulted in 2007. Pre-tax gains of $1 million resulted in 2006. 

Note 4 - Concentrations of Credit and Other Risk 

Credit Iisk represents the accounting loss that would be recognized at the reporting date if counterparties failed 
to perform as contracted. Concentrations of credit risk (whether on- or off-balance sheet) relate to groups of 
customers or counterparties that have similar economic ox industry characteristics that would cause their ability 
to meet contractual obligations to be similarly affected by changes in economic or other conditions. 

KU’s customer receivables and revenues arise fiom deliveries of electricity to approximately 506,000 customers 
in over 600 communities and adjacent suburban and rural areas in 77 counties in central, southeastern and 
westem Kentucky, to approximately 30,000 customers in five counties in southwestern Virginia and 5 
customers in Tennessee. For the years ended December 31,2007 and 2006,100% of total revenue was derived 
from electric oaerations. 
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Effective August 1,2006, ICU and its employees represented by the DEW Local 2100 entered into a new 
three-year collective bargaining agreement. The new agreement provides for negotiated increases or changes to 
wages, benefits or other provisions and for annual wage re-openers. A wage re-opener was negotiated in July 
2007. ICU and its employees represented by the USWA Local 9447-01 entered into a three-year collective 
bargaining agreement effective August 2005, with authorized annual wage re-openers. The employees 
represented by these two bargaining units comprise approximately 16% ofKU's workforce at December 31, 
2007. Wage re-openers were negotiated in July 2006, and July 2007. 

Note 5 -Pension and Other Postretirement Benefit Plans 

KU has both funded and unfunded non-contributory defined benefit pension plans and other postretirement 
benefit plans that together cover substantially all of its employees. The healthcare plans are contributory with 
participants' contributions adjusted annually. ICU uses December 31 as the measurement date for its plans. 

Obligations and Funded Status. The following tables provide a reconciliation of the changes in the plans' 
benefit obligations and fair value of assets over the two-year period ending December 31,2007, and a statement 
of the funded status as of December 31 for KU's sponsored defined benefit plans: 

Other Postretirement 
(in millions) 

Change in benefit obligation 
Benefit obligation at beginning of year 

Service cost 
Interest cost 
Benefits paid, net of retiree contributions 
Actuarial gain and other 

Benefit obligation at end of ye= 

Change in plan assets 
Fair value of pian assets at beginning of year 

Actual return on plan assets 
Employer contributions 
Benefits paid, net of retiree contributions 
Administrative expenses and other 

Fair value ofplan assets at end of year 

Funded status at end of year 

Pension Benefits Benefits 
2007 2006 2007 2006 

$303 $318 $ 88 $ 95 
6 6 2 , 2  

17 1 7 5 5 
(19) (1% (5 )  ( 5 )  

$253 $ 247 $ 12 $ 9  
17 26 1 
13 6 7 

- 
- 

(19) (19) ( 5 )  (5 )  

$ 13 $ 12 
- - - - 0 

$ 264 $ 253 

Amounts Recognized in Statement of Financial Position. The following tables provide the amounts 
recognized in the balance sheets and information for plans with benefit obligations in excess of plan assets as oi 
December 31: 
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Pension Benefits Benefits 
2007 2006 2007 2006 

$ 37 $ 59 $ (9) $ 5  

(in millions) 

Regulatory assets 
Accrued benefit liability (non-current) (20) (50) (63) (76) 

Additional yearend information for plans with accumulated benefit obligations in excess of plan assets: 

Other Postretirement 
(in millions) Pension Benefits Benefits 

2007 2006 2007 2006 
Benefit obligation $ 284 $ 303 $ 76 $ 88 

Fair value of plan assets 264 253 13 12 
Accumulated benefit obligation 243 258 ~ 

Components of Net Periodic Benefit Cost. The following table provides the components of net periodic 
benefit cost for the plans: 

(in millions) 

Service cost 
hterest cost 
Expected return on plan assets 
Amortization of prior service Costs 
Amortization of actuarial loss 
Amortization of transitional obligation 
Benefit cost at end of year .- 

Pension Benefits 
2007 2006 
$ 6  $ 6  

17 17 
(21) (20) 

1 1 
2 4 
- - 

$ 5  $ 8  - 

Other Postretirement 
Benefits 

2007 2006 
$ 2  $ 2  

5 5 
(1) (1) 

1 

1 

- 
- 

- 
I_ 

$ 6  $ 8  

The assumptions used in the measurement of KU’s pension benefit obligation arc shown in the following table: 

2007 __ 2006 
Weighted-average assumptions as of December 3 1: 
Discount rate 6.66% 5.96% 
Rate of compensation increase 5.25% 5 25% 

The discount rate is based on the November Mercer Pension Discount Yield Curve, adjusted by the basis point 
change in the Moody’s Corporate Aa Bond Rate in December. 

The assumptions used in the measurement of I W s  net periodic benefit cost are shown in the following table: 
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Discount rate 
Expected long-term retum on plan assets 
Rate of compensation increase 

Yeadperiod of Report1 

2007lQ4 

2007 - 2006 
5.90% 5 SO% 
8.25% 8.25% 
5.25% 5.25% 

To develop the expected long-term rate of return on assets assumption, ICU considered the current level of 
expected retums on risk free investments (primarily government bonds), the historical level of the risk premium 
associated with the other asset classes in which the portfolio is invested and the expectations for future returns 
of each asset class The expected return for each asset class was then weighted based on the target asset 
allocation to develop the expected long-term rate of return on assets assumption fox the portfolio 

The following describes the effects on pension benefits by changing the major actuarial assumptions discussed 
above: 

A 1% change in the assumed discount rate could have an approximate $30 million positive or 
negative impact to the 2007 accumulated benefit obligation and an approximate $40 million 
positive or negative impact to the 2007 pIojected benefit obligation. 
A 25 basis point change in the expected rate of return on assets would have an approximate $1 
million positive or negative impact on 2007 pension expense. 

Assumed Healthcare Cost Trend Rates. For measurement purposes, a 9% aruiual increase in the per capita 
cost of covexed healthcare benefits was assumed for 2007 The rate was assumed to decrease gradually to 5% by 
2015 and remain at that level thereafter. 

Assumed healthcare cost trend rates have a significant effect on the amounts reported for the healthcare plans. A 
1% change in assumed healthcare cost trend rates would have resulted in an increase or decrease of less than $1 
million on the 2007 total of service and interest costs components and an increase or decrease of $4 million in 
year-end 2007 postretirement benzfit obligations. 

Expected Future Benefit Payments and Medicare Subsidy Receipts. The following list provides the amount 
of expected f u h e  benefit payments, which reflect expected future service and the estimated gross amount of 
Medicare subsidy receipts: 

Other Medicare 
Pension Postretirement Subsidv 

(in millions) - Plans Benefits Receipts 
2008 $18 $ 6  $ (1) 
2009 18 7 (1) 
2010 17 '7 (1) 
2011 17 7 (1) 
2012 17 7 (1) 
2013-17 90 37 (3 1 

--- 
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Plan Assets. The following table shows KU’s weighted-average asset allocation by asset category at December 
31: 

Pension Pans Target Range 2007 2006 
Equity securities 45% - 75% 57% 61% 
Debt securities 30% - 50% 43 % 39% 
Other 
Totals 
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Thc investment policy of the pension plans was developed in conjunction with financial consultants, investment 
advisors and legal counsel. The goal of  the investment policy is to preserve the capital of the fund and maximize 
investment earnings, The return objective is to exceed the benchmark return for the policy index comprised of 
the following: Russell 3000 Index, MSCI-EAFE Index, Lehman Aggregate and Lehman US. Long 
Govemment/Credit Bond Index in proportions equal to the targeted asset allocation. 

Evaluation of performance focuses on a long-term investment time horizon of at least three to five years or a 
complete market cycle. The assets of the pension plans are broadly diversified within different asset classes 
(equities, fixed income securities and cash equivalents). 

To minimize the risk of large losses in a single asset class, no more than 5% of the portfolio will be invested in 
the securities of any one issuer with the exclusion of the US. government and its agencies. The equity portion of 
the fund is diversified among the market’s various subsections to diversify risk, maximize retums and avoid 
undue exposure to any single economic sector, industry group or individual security. The equity subsectors 
include, but are not limited to, growth, value, small capitalization and international. 

In addition, the overall fixed income portfolio may have an average weighted duration, or interest rate 
sensitivity which is within +/- 20% of the duration ofthe overall fixed income benchmark. Foreign bonds in the 
aggregate shall not exceed 10% of the total find. The portfolio may include a limited investrnent of up to 20% 
in below investment grade securities provided that the overall average portfolio quality remains “AA” or better. 
The below investment grade securities include, but are not limited to, medium-term notes, corporate debt, 
non-dollar and emerging market debt and assct backed securities. The cash investments should be in securities 
that either are of short maturities (not to exceed 180 days) or readily marketable with modest r i s k  

Derivative securities are permitted only to improve the portfolio’s risWreturn profile, to modify the portfolio’s 
duration or to reduce transaction costs and must be used in conjunction with underlying physical assets in the 
portfolio., Derivative securities that involve speculation, leverage, interest rate anticipation, or any undue r i sk  
whatsoever are not deemed appropriate investments. 

The investment objective for the posbetirenient benefit plan is to provide current income consistent with 
stability ofprincipal and liquidity while maintaining a stable net asset value of $1.00 per share. The 
postretirement funds are invested in a prime cash money market fund that invests primarily in a portfolio of 
short-term, high-quality fixed income securities issued by banks, corporations and the LJ.S,. government. 

Contributions. ICU made a discretionary contribution to the pension plan of $13 million in January 2007.. AAer 
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Components of income tax expense are shown in the table below: 
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(in millions) 
Current - federal 

- state 
Deferred - federal - net 

- state -net 
Investment tax credit - deferred 
Amortization of investment tax credit 
Total income tax expense 

- 2007 - 2006 
$ 2 8  $51 

Current federal income tax expense decreased and investment tax credit - deferred increased primarily 
due to the recording of investment tax credits ofS4.3 million and $12 million at December 31,2007 and 
2006, respectively, as discussed below. 

In h e  2006, KU and LG&E filed ajoint application with the U.S. Department of Energy (“DOE”) 
requesting certification to be eligible for investment tax credits applicable to the construction ofTC2. 
The EPAct 2005 added Section 48A to the Internal Revenue Code, which provides for an investment tax 
credit to promote the commercialization of advanced coal technologies that will generate electricity in an 
environmentally responsible manner. KU’s and LG&E’s application requested up to the maximum 
amount of “advanced coal project” credit allowed per taxpayer, or $125 million, based on an estimate of 
15% of projected qualifying TC2 expenditures. In November 2006, the DOE and the IRS announced that 
KU and LG&E were selected to receive the tax credit. A final IRS certification required to obtain the 
investment tax credit was receive-d in August 2007. KU’s portion of the TC2 tax credit will be 
approximately $100 million over the construction period and will be amortized to income over the life of 
the related property beginning when the facility is placed in service. Based on eligible construction 
expenditures incurred, I W  recorded investment tax credits of$43 million and $12 million in 2007 and 
2006, respectively, decreasing current federal income taxes. 

In September 2007, KU received Order 2007-00178 from the Kentucky Commission approving the accounting 
of the investment tax credit. In March 2008, certain groups filed suit in federal court in North Carolina against 
the DOE and IRS claiming the investment tax credit program was violative of certain environmental laws and 
demanded relief, including suspension or termination of the program. KU is not able to predict the ultimate 
outcome of this proceeding. 

Components of net deferred tax liabilities included in the balance sheets are shown below: 
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(in millions) - 2007 
Deferred tax liabilities: 

$292 

- 332 

Depreciation and other plant-related items 
Regulatory assets and other 
Total deferred tax liabilities 
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Deferred tax assets: 
Income taxes due to customem 
Pensions and related benefits 
Liabilities and other 
Total deferred tax assets 

Net deferred income tax liability 
Balance sheet classification 

Current assets 
Non-current liabilities 

Net defexred income tax liability 

9 
17 
23 
I_ 49 

A reconciliation of differences between the statutory U.S.. federal in( 
rate follows: 

$291 
‘7 
328 

Statutory federal income tax rate 
State income taxes, net of federal benefit 
Reduction of income tax accruals 
Qualified production deduction 
EEI dividend 
Amortization ofinvestme_nt tax credit 
Other differences 
Effective income tax rate 

10 
11 
23 

44 
- 

$ ( 5 )  

g& 
289 - 

ne tax rate and ICU’ :ffective income K 

The EEI dividend for 2007 and 2006 reflects tax benefits associated with the receipt of dividends from IUJ’s 
investment in EEI. Subsequent to an EEI management decision regading changes in the distribution of EEI’s 
previous earnings, KU elected to provide deferred taxes for all book and tax temporary diffierences in this 
investment. 

Other differences primarily relate to excess deferred taxes which reflect the benefits of deferred taxes reversing 
at tax rates that differ from statutory rates and various other permanent differences. 

H. R. 4520, known as the “American Jobs Creation Act of 2004”, allows elechic utilities to take a deduction for 
( qualified production activities income starting in 2005. 

Kentucky House Bill 272, also known as “Kentucky‘s Tax Modernization Plan”, was signed into law in March 
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($ in millions) 
Year Description 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2006 Pollution control bonds 
2006 Pollution control bonds 
2006 Due to Fidelia 
2006 Due to Fidelia 
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Principal 
Amount 

$ 54 
$ 18 
$ 9  
$ 53 
$ 75 
$ 50 
$100 
$ 70 
$100 
$ 17 
$ 17 
$ 50 
$ 50 

Variable 
Variable 
Variable 

5.69% 
5.86% 
5.98% 
5.96% 
5.71% 
5.45% 

Variable 
Variable 
5.675% 
6.33% 

Secured/ 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
TJnsecured 
IJnsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
‘IJnsecured 
Unsecured 

Maturity 
2034 
2026 
2037 
2022 
2037 
2017 
2028 
2019 
2014 
2036 
2036 
2016 
2036 

In February 2007, ICU completed a series of financial transactions impacting its periodic reporting requirements. 
The $54 million Pollution Control Seiies 10 bond was refinanced and replaced with a new unsecured 
tax-exempt bond ofthe same amount maturing in 2034. The $53 million Series P bond was defeased and 
replaced with an intercompany loan totaling $53 million from Fidelia. In conjunction with the defeasance, the 
Company terminated the related interest rate swap. Fidelia also agreed to eliminate the second lien on its two 
secured loans. Pursuant to the terms ofthe remaining tax-exempt bonds, the first mortgage bonds were 
cancelled and the underlying lien on substantially all of KU’s assets was released following the completion of 
these steps. IW no longer has any secured debt and is no longer subject to periodic reporting under the 
Securities Exchange Act of 1934. 

Long-term debt maturities for KU are shown in the following table: 

(in millions) - 
2008-2009 $ ’- 

2010 3 3 
201 1 - 
2012 50 
Thereafter 1.181 (a) 
Total gLJ& 

(a) Includes long-term debt of $33 million classified as current liabilities because these bonds are subject to 
tender for purchase at the option ofthe holder and to mandatory tender for purchase upon the occurrence of 
certain events. These bonds mature in 2032. ICU does not expect to pay these amounts in 2008. 

Note 8 ..Notes Payable and Other Short-Term Obligations 

IW participates in an intercompany money pool agreement wherein E.ON US.  and/or LG&E make funds 
available to ICU at market-based rates @ased on an index of highly rated commercial paper issues) up to $400 - 
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million. 

($ in millions) Pool Available Outstanding Available Interest Rate 

December 31,2006 $400 $97 $303 5.25% 

As ofDecember 31,2007 and 2006, E.ON US.  maintained a revolving credit facility totaling $150 million and 
$200 million, respectively, with an affiliated company, E.ON North America, hc., to ensure funding availability 
for the money pool. The balance is as follows: 

Total Money Amount Balance Average 

December. 31,2007 $400 $23 $377 4.75% 

Total Amount Balance Average 
($ in millions) Available Outstanding Available Interest Rate 
December 31,2007 $150 $ 62 $88 4.97% 
December 31,2006 $200 $102 $98 5.49% 

During June 2007, ICU entexed into a short-term bilateral line of credit totaling $35 million. During the third 
quarter of2007, KU extended the maturity date on this facility to June 2012,. There was no outstanding balance 
under this facility at December 31,2007.. 

The covenants under this revolving line of credit include: 
e The debthotal capitalization ratio must be less than 70% 
e E.ON must own at least 66,.667% of voting stock ofKU directly or indirectly 
o The corporate credit rating of the Company must be at or above BBB- and Baa3 as determined by 

S&P and Moody’s 
a A limitation on disposing of assets aggregating more than 15% oftotal assets as of December 31, 

2006 

Note 9 - Commitments and Contingencies 

Operating Leases. KU leases office space, office equipment and vehicles and accounts for these leases as 
operating leases. In addition, I W  reimburses LG&E for a portion ofthe lease expense paid by LG&E for KU’s 
usage of office space leased byLG&E. Total lease expense was $6 million for 2007 and 2006. The future 
m i n i u m  annual lease payments for operating leases for years subsequent to December 3 1,2007, are shown in 
the following table: 

(in millions) 
2008 $ 6  
2009 5 
2010 3 
201 1 2 
2012 2 

4 Thereafter ____ 
Total $22 

- 

I ,- . .  . ,  
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2008-2016 which is expected 10 be approx-imately 6% of Kll’s total Kwh native load energy requirements, is 

-.LA - 
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federal CAIR. Depending on the level of action determined necessary to bring local nonattainment areas into 
compliance with the new ozone and fine particulate standards, ICU’s power plants are potentially subject to 
additional reductions in SO2 and NOx emissions. ICU’s weighted-average company-wide emission rate for SO2 
in ’2007 was approximately 1.33 lbs./MMBtu of heat input, with every generating unit below its emission limit 
established by the Kentucky Division for Air Quality. 

Hazardozrs Air Pollutants. As provided in the 1990 amendments to the Clean Air Act, the EPA investigated 
hazardous air pollutant emissions from electric utilities and submitted a report to Congress identieng mercury 
emissions from coal-fired power plants as warranting further study. In 2005, the EPA issued the CAMR 
establishing mercury standards for new power plants and requiring all states to issue new SPs  including 
mercury requirements for existing power plants.. The EPA issued a model rule which provides for a two-phase 
cap and trade program with initial reductions due by 2010 and final reductions due by 2018. The CAMR 
provides for reductions of‘70% from 2003 levels. The EPA closely integrated the CAMR and C A R  programs to 
ensure that the 2010 mercuryreduction targets will be achieved as a “co-benefit” of the controls installed for 
purposes of compliance with the C A R  The final rule is also currently under challenge in the fedem1 courts. In 
February 2008, a federal appellate court issued a decision in one of the proceedings vacating the current CAMR, 
an outcome that may have the effect of resulting in more stringent mercury reduction rules. However, t h e  ruling 
could be subject to further appeal. In 2006, Kentucky proposed to amend its SIP to adopt state requirements 
similar to those under the federal CAMR In 2006, the Kentucky air agency adopted a regulation aimed at 
regulating additional hazardous air pollutants from sources including power plants, but it was withdrawn in 
2007. To the extent those rules are final, they are not expected to have a material impact on KU’s power plant 
operations. 

Acid Rain Progmrn. The 1990 amendments to the Clean Air Act imposed a two-phased cap and trade program 
to reduce SO2 emissions from power plants that were thought to contribute to “acid rain” conditions in the 
noxtheastem U S  The 1990 amendments also contained requirements for power plants to reduce NOx emissions 
though the use of available combustion controls. 

Regional Haze,. The Clean Air AB also includes visibility goals for certain federally designated areas, including 
national parks, and requires states to submit SIPS that will demonstrate reasonable progress toward preventing 
future impairment and remedying any existing impairment of visibility in those areas,. In 2005, the EPA issued 
its Clean Air Visibility Rule detailing how the Clean Air Act’s BART requirements will be applied to facilities, 
including power plants, built between 1962 and 1974 that emit certain levels of visibility impairing pollutants. 
Under the final rule, as the CAR will result in more visibility improvement than BART, states are allowed to 
substitute C A R  requirements in their regional haze SIPS in lieu of controls that would otherwise be required by 
BAIKT. The final rule has been challenged in the courts. 

Iitsfallation of Pollution Controls,, Many of the programs under the Clean Air Act utilize cap and trade 
mechanisms that require a company to hold sufficient emissions allowances to cover its authorized emissions on 
a company-wide basis and do not require installation of pollution controls on every generating unit. Under cap 
and trade programs, companies are free to focus their pollution control efforts on plants where such controls are 

I particularly efficient and utilize the resulting emission allowances for smaller plants where such controls are noi 
cost effective. ICU met its Phase I SO2 requirements primarily through installation ofFGD equipment on Ghent 
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Potential GHG Controls. In 2005, the Kyoto Protocol for reducing GHG emissions took effect, obligating 37 
industrialized countries to undertake substantial reductions in GHG emissions. The US. has not ratified the 
Kyoto Protocol and there are currentlyno mandatory GHG emission reduction xequirements at the federal level. 
Legislation mandating GHG reductions has been introduced in the Congress, but no federal legislation has been 
enacted to date. In the absence of a program at the federal level, various states have adopted their own GHG 
emission reduction programs. SuchprogTams have been adopted in various states including 11 northeastern U.S. 
states and the District of Columbia under the Regional GHG Initiative program and California. Substantial 
efforts to pass federal GIlG legislation are ongoing.. In addition, litigation is cunentlypending before various 
cou~ts to determine whether the EPA and the states have the authority to regulate GHG emissions under existing 
law. In April 2007, the U.S. Supreme Court ruled that the EPA has the authority to regulate GHG under the 
Clean Air Act. ICLJ is monitoring ongoing efforts to enact GHG reduction requirements at the state and federal 
level and is assessing potential impacts of such programs and strategies to mitigate those impacts. K U  is unable 
to predict whether mandatory GHG reduction requirements will ultimately be enacted. As a Company with 
significant coal-fired generating assets, KU could be substantially impacted by programs requiring mandatory 
reductions in GHG emissions, although the precise impact on the operations of ICV, including the reduction 
targets and deadlines that would be applicable, cannot be determined prior to the enactment of such programs. 

Brown New Source Review Litigation. In April 2006, the EPA issued an NOV alleging that KU had violated 
certain provisions of the Clean Air Act's new source review rules relating to work performed in 1997, on a 
boiler and turbine at KU's E,.W. Brown generating station. In December 2006, the EPA issued a second NOV 
alleging the Company had exceeded heat input values in violation ofthe air permit for the unit. During 2006, 
KU provided data responses to the EPA with respect to tbe allegations in the NOVs. In March 2007, the 
Department of Justice filed a complaint in federal court in Kentucky alleging the same violations specified in 
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Ghent Opacity NOV. In September 2007, the EPA issued an NOV alleging that KU had violated certain 
provisions oftlie Clean Air Act’s operating ivles relating to opacity during June and July of 2007 at Units 1 and 
3 ofKU’s Ghent generating station. The parties have commenced initial discussions on this matter.. KU is not 
able to estimate the outcome or potential effects ofthese matters, including whether substantial fines, penalties 
or remedial construction may result. 

Generul Environmental Proceedings. KU has recently settled certain environmental matters. During 2005 and 
2006, final judicial and administrative approvals were received regarding a consent decree relating to the 
October 1999 leak of approximately 38,000 gallons of  diesel fuel (of which 34,000 gallons were recovered) 
from an underground pipeline at ICU’s E.W. Brown Station. Under the terms of the settlement, KU paid a civil 
penalty in 2006 and has agreed to conshnct a supplemental environmental project and maintain the project for 
ten years, each at a cost of less than $1 million. During 2006, final judicial and administrative approvals were 
received regarding a settlement associated with a former transformer scrap-yard which had been the subject o f  
April 2002 correspondence to KU and other potentially responsible parties. Under the terms of the settlement, 
the parties bore aggegate cleanup costs of approximately $2 million, of which KU’s share was less than $1 
million, which was paid in December 2006. 

From time to time, KU appears before the EPA, various state or local regulatory agencies and state and federal 
courts regarding matters involving compliance with applicable environmental laws and regulations. Such 
matters include liability under the Comprehensive Environmental Response, Compensation and Liability Act for 
cleanup at various off-site waste sites and ongoing claims regarding GHG emissions from KU’s generating 
stations. Based on analysis to date, the resolution of such matters is not expected to have a material impact on 
the operations of KU. 

Note 10 - Jointly Owned Electric Utility Plant 

KU and LG&E have begun construction of TC2, ajointly owned unit at the Trimble County site. KU 
and LG&E own undivided 60.75% and 14.25% interests, respectively, in TC2. Of the remaining 25% of 
TC2, Illinois Municipal Electric Agency (“IMEA”) owns a 12.12% undivided interest and Indiana 
Municipal Power Agency (“IMPA”) owns a 12.88% undivided interest. Each company is responsible for 
its proportionate share of capital cost during construction, and fuel, operation and maintenance cost 
IFERC FORM NO. 1 (ED. 12-88) Page 123.34 I 

This Report is: 
( 1 ) x A n  Original (Mo, Da, Yr) 

Date of Report Yeadperiod of Report I 

(2) - A  Resubmission l I  20071Q4 



'Name of Respondenl This R e p o r t F  
(1) XAn Original 

Date of Report Yeadperiod of Report 
(Mo, Da, Yr) 

Kenlucky Ulililias Company (2) -A  Resubmission I /  2007/Q4 
NOTES TO FINANCIAL STATEMENTS (Conllnued) 

(in millions) LG&E ICU 
Construction work in progress $74 $332 

KU and LG&E jointly own the following CTs and related equipment: 

(Sin millions) KU LG&E Tola1 
(8 1%) ($1 

(S) Net ($) Net (S) Ne1 
Miv (S) Dcprc- Bmk Mw (S) Dcprc- Book M w  (S) Dcprc- Bwk - Ownership Pcxcnlage Capacity Cost cialion Vnluc Capacity Cost cialion Value Capacity Cost cirtion E 

KU47%,tG&E53%(1) 129 51 (11) 40 146 58 (12) 46 275 109 (23) 86 

KU62%.L,G&E38%(2) 190 78 (14) 64 118 50 (10) 40 308 128 (24) 104 

KU 71%. LG&E 29% (3) 228 80 (14) 66 92 32 (6) 26 320 112 (20) 92 

KUG3%,LG&E37%(4) 404 137 (17) 120 236 79 (8) 71 640 216 (25) 191 

KU 71%. LO&E29%(5) n b  9 (2) '7 da 3 3 "la 12 (2 )  10 

1) Comprised of Paddy's Run 13 and E..W. Brown 5. In addition to the above jointly owned utilityplant, there 
is an inlet air cooling system attributable to Unit 5 and units 8-1 1 at the E.W. Brown facility., This inlet air 
cooling system is not jointly owned, however, it is used to increase production on the units to which it 
relates, resulting in an additional 88 Mw of capacity for ICU. 

2) Comprised of units 6 and 7 at the E.W. Brown facility. 
3) Comprised of units 5 and 6 atthe Trimble County facility 
4) Comprised of CT Substation 7-10 and units 7, 8, 9 and 10 at tbe Trimble County facility. 
5) Comprised of CT Substation 5 and 6 and CT Pipeline at the Trimble County facility. 

Both KU's and LG&E's participating share of direct expenses of the jointly owned plants is includei ..- the 
corresponding operating expenses on its respective income statement (e.g., fuel, maintenance of plant, other 
operating expense). 

Note 11 -Related Party Transactions 

ICU, subsidiaries ofE.ON U S. and subsidiaries of E.ON engage in related partytransactions. Transactions 
between KU and E.ON U.S. subsidiaries are eliminated upon consolidation of E.ON 1J.S. Transactions between 
ICIJ and E.ON subsidiaries are eliminated upon consolidation of E.ON. These transactions are generally 
performed at cost and are in accordance with tbc FERC regulations undw PUHCA 2005 and the applicable 
Kentucky Commission and Virginia Commission regulations. The significant related party transactions are 
disclosed below. 
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KU and LG&E purchase energy f?om each other in order to effectively manage the load of their retail and 
wholesale customers. These sales and purchases ate included in the statements of income as operating revenues 
and purchased power operating expense. ICU intercompany electric revenues and purchased power expense for 
the years ended December 3 1, were as follows: 

(in millions) 
Electtic operating revenues from LG&E 
Purchased power from LG&E 

2007 2006 
$46 $77 

93 99 

Interest Charges 

See Note 8, Notes Payable and Other Short-Term Obligations, foI details of intercompany bornowing 
arrangements. Intercompany agreements do not require interest payments for receivables related to services 
provided when settled within 30 days 

KU’s intercompany interest income and expense for the years ended December 31, were as follows: 

(in millions) 
Interest on money pool loans 
Interest on Fidelia loans 

Other Intercompany Billings 

E.ON US.  Services Drovides KU with a varie of centralize 

2007 2006 
$ 6  $ 3  
35 21 

idmiiistrative, management and support services. 
These charges include payroll taxes paid by E.6N U.S. on behalf of KU, labor and burdens of E.ON US. 
Services employees performing services for KU and vouchers paid by E.ON U.S. Services on behalf of KU. The 
cost of these services is directly charged to KU, or for general costs which cannot be directly attributed, charged 
based on predetermined allocation factors, including the following ratios: number of customers, total assets, 
revenues, number of employees and other statistical information. These costs are charged on an actual cost 
basis 

In addition, KU and LG&E provide services to each other and to E.ON U S .  Services. Billings between KU and 
LG&E relate to labor and overheads associated with union employees performing work for the other utility, 
charges related to jointly owned CTs and other miscellaneous charges. Billings f?om KU to E.ON U.S. Services 
relate to cash received by E.ON US.  Services on behalf of KU, primarily tax settlements, and other payments 
made by KU on behalf of other non-regulated businesses which are paid through E.ON U.S.. Services. 

Intercompany billings to and from KU for the years ended December 31, were as follows: 

IFERC FORM NO. 1 (ED. 12-88) Page 123.36 -7 



Name ofespondent 

Kenlucky Uliiibes Company 

(in millions) 
E.ON US. Services billings to ICU 
KU billings to LG&E 
LG&E billings to KU 
KU billings to E ON U.S. Services 

~ _ _ _  
This Report is, Date of Report Year/Penod of Report 
( 1 )  X An Original (Mo. Da, Yr) 
(2) - A  Resubmission / I  20071Q4 

- 2007 ~ 2006 
$488 $35.3 

6 56 
12 53 
26 23 

._ NOTES TO FINANCIAL STATEMENTS (Continued) - 

In September and December 2007, ICU received capital contributions ffom its shareholder, E..ON U.S. in the 
amount of$55 million and $20 million, respectively. 

Note 12 -Accumulated Other Comprehensive Income 

Accumulated otlicr comprehensive income (loss) consisted of the following: 

Minimum 
Pension 
Liability Income 

(in millions) Adiustment Pre-Tax - Net 
Balance at December 31,2005 9; (32) $ (32) $ 13 $(19) 

Minimum pension liability adjustment - 32 2 (13) rn) 
Balance at December 3 1,2006 - $ -  - $ -  $ - $ -  

Balance at December 3 1,2007 $ - $L .R L- 
Subsequent to the application of SFAS No. 158, adjustments to the minimum pension liability are recorded as 
regulatory assets and liabilities. As a result, there are no adjustments to the minimum pension liability recorded 
in accumulated other comprehensive income at December 31,2007 or 2006. 

Note 13 -Notes to Statement ofsash  Flows 

Supplemental disclosures of cash flow information 

(in millions) 2007 2006 
Cash paid during the period for: 
Income taxes $38 $82 
Interest on borrowed money 16 15 
Interest to affiliated companies on bonowed money 29 20 

Note 14 -Subsequent Events 

On January 18,2008, the Kentucky Commission issued an Order approving the charges and credits billed 
through the FAC during the review period of  November 1,2006 through April 30,2007. 

On February 1,2008, the Kentucky Commission issued an Order approving the real-time pricing pilot program 
IFERC FORM NO. 1 (ED. 12-88) Page 123.37 1 





Name of Respondent 

Kentucky UUliUes Company 
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This Report is: Date of Report Yeadperiod of Report 
(1) &An Original (Mo. Da, Yr) 
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This Re orl is: 
(1) d A n  Original 

ame of Respondent 
entucky Utilities Company (2) 0 A  Resubmission 

Report in columns (0 and (g) lhe amounts 01 olher categories of other cash flow hedges 

For each category of hedges that have been accounted for as "fair value hedges", report Ihe accounls affected and lhe related amounts in a footnote 

Dale of Reporl YearlPeriod of Repolt 
(Mo. Da. Yr) End of 2007lQ4 
/ I  

item 

(a) 
aianca of Account 219 a1 Beginning of 
receding Year 
receding QWYr to Date Reclassilications 
om Acct 219 lo Net Income 
receding QuarterNear to Dale Changes in 
air Value 
olal (lines 2 and 3) 
alance of Account 219 at End of 
receding QuarlerNear 
aiance of Account 219 at Beginnlng of 
urrent Year 
urrent (ItrNr lo Dale Reclassifications 
om AGCI 219 lo Ne1 Income 
u m n t  QuarlerNear lo Dale Changes in 
l i rv l l l io  

otal (lines 7 and 8)  
,alance of Account 219 at End of C U m l  
IuarlerNear 

Unrealized Galns and Minimum Pension 
Losses on Available- Liability adjuslment 
for-Sale Securities (net amounl) 

(b) 1 (c) - 

( 19,336,791) 

I 
19,336,791 -+ 
19,336,791 

I 

Foreign Currency 
Hedges 

Olher 
Adjustments 

(e) 

FFRC FORM NO 1 lNEW 0642) 



ne of Respondenl 
ntucky Utililies Company . .  I I 

STATEMENTS OF ACCUMULATED COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AND HEDGING ACTIVITIES 

This Re ort 1s: Date of Report YearlPeriod of Report 
End of 2007IQ4 (1) &AnOriglnat (Mo, Da. Yr) 

(2) r 7 A  Resubmission / /  

Olher Cash Flow 
Hedges 

inlerest Rate Swaps 

Olher Cash Flow Tolals for each Net lnwrne (Carried Total 
Hedges category of items Forward horn Comprehensive 
[Specify1 recarded in Page 117. Line 78) lnwrne 

Account219 



Yearwenod oi Repor t  
End of 2007/Q4 

IS e o s: I It? z&&brisinal 
(2) I l A  Resubmlssion Kentucky Ulililies Company 

-- 
SUMMARY OF UTILITY PLANT AND AC-LATED PROViSiONS 

FOR DEPRECIATION. AMORTIZATION AND DEPLETiON 

' 

Repoit in Column (c) the amount foi eleclnc iunclion. in column (d) the amount for gas function in column (e). (0. and (g) report olher (specify) and in 
column (0 common function 

Classification 

,- 

-I_ 

25!S(Amortizatlon and Depletion 
261Tolal Leased to Olhers f24 8 25) I I 

FFRC FORM NO .) IEO 32-89) Paoe 200 



ame of Respondent Dale of Report YearlPeriod of Report 

enlucky Ulililies Company End of 2007lQ4 (Mo. Da. Yr) 
/ I  

SUMMARY OF UTILITY PLANT AND ACCIJMIJLATEO PROVISIONS 
FOR DEPRECIATION AMORTIZATION AND DEPLETION 

Other (Specify) Other (Specify) Common 
Line 

I I I 

11 

12 
13 
14 

I I I I 

FERC FORM NO. 1 (ED. 12-89) Page 201 



Account 103, Experimental Electric Piant Unciassified: and Account 106. Completed Conslruclion Not Classified-Electric. 
3 include in column (c) or (d), as appropriate, wrrections of addilions and retirements for the current or preceding year. 
4.. For revisions to the amount of initial asset retirement costs capilalized. included by primary plant acmunl. increases In column (c) additions and 
reductions in wiumn (e) adjustments 
5,. Enclose in parentheses credit adjustments of plant accounls Io indicate the negative effect of such accounts,. 
6 .  Classify Account 106 according to prescribed acwunls. on an estimated basis If necessary. and include the enbies in column (c),. Also lo be included 
in column (c) are entries for reversals of lenlative distributions of prior year reported In column (b) Likewise. if the respondent has a significant amount 
of piant retirements which have not been classified lo primary accounis at the end of the year, include in miumn (d) a tentative distribution of such 

roduction Plant (Enter Total of lines 8 lhn. 15) 

I I I I 

 FED^ CnDM hln I IRFV .(?dl5\ Paoe 204 



Name of Respondent 
Kentucky Utilities Company 

t 
. .  ~~~~ . I  I 

ELECTRIC PLANT IN SERVICE (Account 101.102,103 and 106) (Continued) 
distributions of these tentative classiRcations in WlUmnS (c) and (d). including the reversals of the prior years tentative account distributions of these 
amounts. Careful observance ofthe above inSLiUCliOnS and the texts of Accounts 101 and 106 will avoid serious omissions of the reported amount of 
respondent‘s plant aclualiy in service at end of year. 
7. Show in column (f) reclassifications or transfen within utility plant accounts Include also in column (I) the additions or reduciions of primary account 
dassifications arising from distribution of amounts Initially recorded in Account 102. include in wlumn (e) the amounts with respect to accumulated 
provision for depredalion. acquisition adJusiments. etC ~ and show in column (0 only the offset to the debits or credits dislributed in wlumn (f) to primary 
account classifications 
a. For Acwunt 399. stale the nalure and use of Plant included in this account and if substantial In amount submit a supplementary statement showing 
subaccount classification of such plant conioning to the requirement of ulese pages 
9 For each amount comprising the reported balance and changes in Account 102. state the properly purchased or sold, name of vendor or purchase, 
and date of Iransacllon. If proposed journal entries have been flied with the Commission as required by the Uniform System of Accounts, give also date 

Retirements I Adjustments I Transfers I Balance at I I Line 

This Report Is: Date of Report YearlPeriod of Repor t  
End of 2007lQ4 ( 1 )  [II1An Original (Mo. Da. Yr) 

121 n A  Resubmission / I  

142 
i,gga,a60 

25,576 

2.024.578 
- 16,7~1,a69 

35,982,154 3E 
21 .oa5.015 31 

344.63a.939 4c 
59.334.142 41 
30,957,013 4: 

I 5.227.549 4: 
70,990 41: 

497.590.726 4: 
395,739 z . i a 6 . 7 5 a ~ n  4€ 



uctofs and Devices 
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This Re ort is: 
(1) $jAn Original 

Name of Respondent 

Kentucky Ulilities Company (2) n A  Resubmission 

1,693,660 248,465,276 I 
3,215 83,122,0591 

830 18,282,8721 
574.434 65,364,E 

Date of Report 
(Mo, Da, Yr) 

Year/Period of R e p o r t  
End of 2007/Q4 

/ I  

78 
79 
80 
81 
82 

-__._.___ 
0- 

2,736,942 
3591,762 
4,934,986 

8,014 
134,358 
41,820 

44,753 
21.218 

11,513,853 

30,276,265 87 
"- 18,966,210 88 

48,370 18,955,799 89 
735.053 90 

5.473.497 91 
___. 3.160.383 92 

270,943 93 
17,194,612 94 

373.591 95 
-283,513 97,982,325 96 

"7 

11,513.853 
36,429,986 

_..______ ~~ 

FERC FORM NO 1 (REV 12-05) Paue 207 

J ,  

98 
-283.513 97,982.325 99 
428,892 3,867,960,512 100 

101 

36.429.986 
."I1 

428.892 3.867.960.51 2 104 



Name of Respondent 
Kentucky Utilities Company 

This Re or! is: Date of Report YearlPeriod of R e p o r i  

(2) n A  Resubmission / /  
(I) dh Original (Mo. Da. Yr) End of 20071Q4 

Account 107 of the Uniform System of Accounls) 
3. Minor projects (5% of !he Balance End of the Ysar for Account 107 or $100,000, whichever is less) may be grouped 

Description of Project 

111 

Conslruction work in progress - 
Eleclric (Account 107) 

lb\ \-, 
I 

>-, 

_I_ 

I STEAM PRODUCTiON 
2 TC2 . PROJECT - KU I 272.840.730 

3 GH4FGO 124.213.968 

121,821,545 4 GHENT SO2 COMMON 
5 BROWN 1.2,3 FGD 101.697,442 

6 TCZAQCSKU 58.908,595 

7 KU SOX PROGRAM ~ GHENT 2 FGD SYSTEM 53.641.507 

8 BROWN ASH POND EXPANSION PHASE 1 I DEVELOPMENT STAGE 27.195,456 

11.584.337 9 GHl GENERATOR REFURBISHMENT 
10 GHENT 3 CONTROLS MODERNlZATiON 5,669,656 

11 SO3 SORBENT INJECTiON 4.637577 

12 GHENT 1 CONTROLS MODERNlZATlON 4.605.507 

13 GHENTSCR 2.736,323 

14 GHENT 4 CONTROLS MODERNlZATiON 2.523.551 

15 BR1 CONTROLS UPGR 2.485,70C 

16 KU SOX PROGRAM - FGDS AT BR 1-3 AND GH 14 2.450,02f 
17 GHENT 2 CONTROLS MODERNIZATION 1 .456.10€ 

-I 

I- 

18 BR 1 COOLiNG TOWER REBUILD 1 *110,92~ 

19 REVISED GH4 ECONOMIZER REPLACEMENT DEVELOPMENT PROPOSAL I .052,65I 

993.79: 20 GHl REHEAT OUTLET HEADER REPLACEMENT 

840.76f 21 FUEL SUPPLY MANAGEMENT SYSTEM 
27. GR FUEL OIL TANK REPLACEMENT a08,627 

- 
I 

23 BR3 TURBINE CONTROL UPGRADE 758.135 

24 BR3 THROTTLE VALVE SEAT 565,945 

25 TRIMBLE COUNTY ASH/GYPSUM PONDS 441,084 

26 BR MAIN OFFICE HVAC REPLACEMENT 436,431 

27 N 3  GENERATOR LEAD REPLACEMENT 390.515 
28 GH4 UNDER TURBINE FIRE PROTECTION 369.358 

29 BR3 BUNKER LINERSPITS 319,791 

30 GH 28 AUXILIARY TRANSFORMER 292.925 

31 BR3-1 SOOTBLOWER AIR COMPRESSOR REPLACEMENT 284.977 

32 BR2 RH iNLET & OUTLET HDR 272.479 

33 GHENT ASH PONDRANDFiLL 264,651 

34 BR 1-3 PULVERIZER GEARBOX REBUILD 261.921 

35 GHENT SPCC COMPLIANCE MODIFICATIONS 237.026 

36 TY3 GENERATOR BUSHINGS 235,264 

37 BRI-2 TURBINE VIBRATION MONiTOR UPGRADE 224,320 

38 BRI TURBINE SEALS 213,971 

39 UMS GROUP iNVESTMENT EVALUATION MOOEL 168,605 

40 BRI-I SWP REBUILD 152,914 

41 GP PRECIPITATOR CONTROLS UPGRADE 146,134 

42 GH CONVEYOR BELT REPL 135,005 

- 

~~ 

- 

1,071 .388,626 
I_ 

43 TOTAL 

FFRC FORM NO 1 IED 12-67) Paqe 216 



Thls Re ort Is: 

(2) r" lA Resubmission 
(1) $Inn Original 

Name of Respondent 
Kentucky Ulilities Company 

I I I 

12 Show items relating to 'research, development, and demonstralion" projects last. under a caption Research, Development. and Demonstrating (see 

CONSTRUCTION WORK IN PROGRESS - - ELECTRIC (Account 107) 
1 Report below descriptions and balances al end of year of projects in process of ConsLNcUon (107) 

Date of Report YearIPeriod of Repor t  
(Mo, Da. Yr) End of 20071Q4 
/ I  

Account 107 of the Uniform System of Accounts) 
3 Minor projects (5% of lhe Balance End of the Year for Account 107 or 5100,000, whichever is less) may be grouped 

t ine  DescripUon of Project 
No. IDI 

Construction work in progress - 
Electric (AccounllO7) 

Ihj 

1 

2 
3 

4 

5 

6 

7 

8 

9 

10 
11 

12 

13 

14 

15 
16 

\-, \"I 

TY3 51 EL MILL CONVERSION 128.244 

ER3 ROOF VENT FAN REPLACEMENT 117,075 

108,583 GH SO3 ENGINEERING STUDY 

BRI CONTROL AIR COMPRESSOR REPLACEMENT 104,612 

REVISED ERZTURBINE BLADES 104,250 

STEAM PRODUCTION MINOR 344.869 

- 

HYDRAULiC POWER 

DX3 JOHNSON VALVE REFURBISHMENT 840,211 

HYDRAULIC POWER MINOR 139.122 

OTHER PRODUCTION 

BR CTGAIB CONVERSION 6.125.400 

ER CT I INZ  VANE REPLACEMENT 1,524,046 

TC CTQ COMPRESSOR ELADE REPLACEMENT 201,352 

OTHER PRODUCTION MiNOR 22.095 

-- 

FERC FORM NO 1 (ED 12-87) Page 216.1 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 
31 

32 

33 
34 

35 

36 

37 

38 

, 39 
40 

41 

42 

43 

TRANSMISSION 

23,973,530 DNELOPMENT FOR TRIMBLE COUNTY UNIT 2 

SIMPSONVILE CONTROL CENTER 5.293.84E 

BROWN ASH POND EXPANSION, PHASE 1 -DEVELOPMENT STAGE 4.186,202 
UNDERGROUND RELOCATION FOR THE UK CHANDLER MEDICAL CENTER 3.880 997 
LOUDON AVE TO LANSDOWN 69KV DOUBLE CIRCUIT REBUILD 3.707 504 
VIRGINIA CITY - CLINCH RIVER 138 KV 3,504,302 
NORTH AMERiCAN STAINLESS 345-138 KV 450 MVATRANSFORMER 3.1 W81E 

PRIORITY REPL T-LINES PWO 2.993,174 
VIRGINIA CITY 138169 KVTRANSFORMER ADDITION 1.724,98? 
FAWKES 138-69KV, 150 MVA 1.314,45€ 

GHENT-KENTON 138 KV LINE. PZ POLE REPLACEMENT 724  165 

627.577 NAS TAP 345 KV LINE 

SPCC MODIFICATIONS 595,134 

STORM DAMAGET-LINE PWO 492,124 

MISC SUESTATiON PROJECTS 419,764 

RELOCATIONS TRANS LINES 357.26s 

PARAMETER UPGRADE 5 LiNE PWO 355,882 

LOUDON AVE -WINCHESTER 69 KV REBUILD 354,25C 

LAWRENCEBURG PRIORIN 2 POLE REPLACEMENT 304,721 

299  76s BROWN - FAWKES 138KV 

RELOC RING RD PROJ (345KV) 294,221 

GHENT 345 KV BREAKER ADDITION 293.05f 

NEW FACILITIES TRANS LINE PWO 291.90: 

HWY 52 RELOCATION RICHMOND 277 09: 

TOTAL 1,071.388,62t 

-_I__ 

._ 



This Re ort Is: 

(2) n A  Resubmission / I  

Date of Report 
(1) dii.. Original (Ma, Da. Yr) 

Name of Respondent 
Kentucky Utililies Company 

YearlPeriod of R e p o r t  
End of 2007/Q4 

u 
CONSTRUCTION WORK IN PROGRESS. I ELECTRIC (Account 107) I 

1 Report below descnphons and balances at end of year of projects in process of construction (107) 
2 Show Items relallng Io "research. development, and demonshalion" projects last. under a caption Research Developmenl, and Demonstraling (see 
Account 107 of the Uniform System of Accounts) 
3 Minor projects (5% of the Balance End of the Year for Account 107 or $100.000. whichever IS less) may be grouped 

Line Descrip(ron of Projecl ConStNCtlon work in progress - 
No Eleclric (Accnunl 107) 

(b) I 
llll_ 

(a) 
1 EW BROWN HlGBY MILL DC 138KV RELOCATION 251,431 

2 REPLACE FAILED HARLAN Y TRANSFORMER 235.050 

3 TAYLOR CO TRANSFORMER 7 83.753 

4 GHENT - KENTON 138 KV LINE - BUTLER SWITCHES 178.610 
5 DETROIT HARVESTER SECTION OF PARIS-LEX PLANT 172,900 

714,620 6 KU RTU PURCHASE 

7 09,270 7 DELVINTA 824 CARRIER ADDN 
8 INST ELK CRK MINE 69 TAP 105.619 

100,223 9 GARRARD COUNTY HIGH SCHOOL 

1.059.780 

__I - 
_I 

____I 

_I 

10 TRANSMISSION MINOR 

11 
12 DISTRIBUTION 
13 NEW BUS RESID-OVHD-LEXINGTON 7.882.165 

14 NEW BUS SERV-UG-LEXINGTON 8,673,288 

15 NEW BUS SUBD-UGLEXINGTON 4.368303 

96 STREET LIGHTING 315 3,886,900 
- 

.. 

17 

18 

19 
70 

NEW BUS RESID-UG-LEXINGTON 3.449.21r 

NEW BUS COMM-UG.LEXINGTON 3,378,714 

3,104.569 KU SUBSTATION SPILL PREVENTION 

NEW BUS COMM-OVHD-LEXINGTON 3.017.797 
-I_I 

I 431 TOTAL I 1.071.388.626 I 

-_ 
21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 
do 

~~ ~ 

FERC FORM NO 1 (ED 12671 Page 216.2 

NEW BUS RESIDOVHD-EARLINGTON 2.326.373 

OUTDOOR LIGHTING 315 2.309,369 

NEW ELECT SERV-OVHD-LEXINGTON 2,145,502 

NEW BUS SERV-UG-RICHMOND 1.987.098 

INST LEBANON JUNCTION SUB 1.791,944 

NEW BUS RESID-OVHD-DANVILLE 1.789,573 

NEW BUS SERV-UG-ETOWN 1.789.524 

REP DEF EQUIP-OH-LEXINGTON 1,690,700 

PURCHASE PROPERTY FOR INNOVATION DRIVE SUB 428-1 1.612.538 
NEW BUS RESID-OVHD-SHELBWILLE 1,606,496 

NEW BUS RESID-OVHD-NORTON 1 S96.806 
NEW ELECT SERV-OVHDEARLINGTON 1.555.195 

NEW BUS COMM.OVHD-MAYSVILLE 1,546,853 

NEW BUS SERV-UG-MAYSVILLE 1.545.125 

NEW BUS SUBD-UG-RICHMOND 1 S42.460 

1,512,588 NEW ELECT SERVICES ~ OVERHEAD 

W360 LTC REBUILD 1.482.648 

STREET LIGHTING 236 1.481,121 

NEW BUS RESID-UGMAYSVILLE 1.469.647 

NEW BUS SERV-UG-EARLINGTON 1.450,85: 

_I_- 

.. 
41 

42 

REP DEF EQUIP-OH-EARLINGTON 1.407.461 

NEW BUS RESID-UG-SHELBWILLE 1.400577 
I 



Name of Respondent 
Kenlucky Ulillties Company 

An Original 
(2) c ] A  Resubmission 

Dale of Report YeadPeriod of Report  
(Mo. Da. Yr) End of 2007lQ4 
/ /  

Descriplion of Project 

fa) 

Construclion work in progress - 
Eleclric (Account 107) 

fhl 
\ -I  - I ~ I  

1 NEW BUS SERVUG-DANVILLE 1,384,143 

2 NEW BLJS RESID-UG-DANVILLE 1,384,010 

3 NEW BUS RESID-0VHD.MAYSVILLE 1,382,188 

4 NEW BUS RESID-OVHD-LONDON 1,366,284 

5 NEW BUS SUBD-OVHD-LEXINGTON 1,295,405 

6 NEW BUS SERV-UG-SHELBWILLE 1.273.235 

7 NEW BUS RESID-OVHD-ETOWN 1,220,029 

8 NEW BUS COMM-OVHDEARLINGTON 1.205.216 
1.1 77.878 g NEW BUS COMM-OVHD-DANVILLE 

10 NEW ELECTRIC SERV - OVERHEAD 1.058,556 

11 1.052.038 

12 NEW BUS SUBD-UG-SHELBYVILLE 1.048.748 

13 NEW ELECT SERV-OVHD-NORTON 1,027,507 

14 NEW ELECT SERV-0VHD.MAYSVILLE 1.004.224 

15 DIST. LINE TRANSFORMER 986.67f 

16 NEW BUS COMM-OVHD-ETOWN 983.81C 

..-_.I-- -- 

.I 

2-12 MVA BASE TRANS RM 2-10 MVA BANES TRAN AT LEMONS MILL #723 

17 NEW ELECT SERV-OVHD-PINEVILLE 973.702 

18 NEW ELECT SERV-OVHD-DANVILLE 971.69E 

19 PURCHASETRANSFORMER 315 Q29.53E 

20 STREET LIGHTING 366 92D,71E 

21 STREET LIGHTING 216 880.28E 

22 STREET LIGHTING 246 878,12E 

23 NEW BUS SUBD-UGETOWN 877,302 

24 REP DEF EQUIP-UG-LEXINGTON 852,182 

25 NEW BUS COMM-DVHD-NORTON 835,56€ 
26 REPTHIRD PARTY DAM315 832.621 
27 NEW BUS SERV-UGLONDON 816.31C 
28 POLE REPAIFUREPL 246 8 0 8,5 7 1 

29 KU WORST CIRCUITS CIRCUIT HARDENING 793.191 
782.90i 30 NEW BUS RESID-UG-LONDON 

31 NEW BUS RESIDUG-EARLINGTON 774.20C 

32 NEW BUS COMM-UG-MAYSVILLE 760.91: 

33 NEW ELECT SERV-OVHD-SHELBYVILLE 746,901 

34 NEW BUS SERVICE-UG-NORTON 716.031 

35 SYSTEM ENHANCEMENT- EXIST CUST-LEXINGTON 715.83C 

36 REPLACE TAYLORSVILLE 5R MVATRANSFORMER 701,351 

37 PURCHASE 161x69 SPARE TRANSFORMER 693.041 

38 SPARE TRANSFORMERS 6 7 6,3 9 ? 

39 NEW BUS RESID-UG-ETOWN 675,91i 

40 PUB WRK RELOGOH-LEXINGTON 669,49t 

41 POLE REPlREPL 156 649.24( 

42 NEW BUS SUBD-OVHD-ETOWN 640.295 

- 

"_ 

- 
I 

- 

1.071.3B8.626 43 TOTAL 
_I 

FERC FORM NO. 1 (ED 12-87) Page 216.3 



Name of Respondenl 
Kentucky Utilities Company 

I . . &  --.I. . -_ CONSTRUCTION WORK IN PROGRESS -. E-ECTR C (Accoml707) 
at en0 01 year of ProJec15 in Process of u)nc1wcllon (101) 

2 Show items re aling lo  "researul, awvelopmenl. and demonstralion' projects last. under a caption Research. Dere.opmen1. an0 Uernonslraling (see 
Account 707 of me Unifom System of AccounW 
3 Minor proiecls (5?S 01 Ine Balam? End of Ule Year lor AccoJnl 107 01 S100.030. unlchevec is less) may be grouped 

This Report Is: Dale of Report YearlPerlod of R e p o r t  

(21 n A  Resubmission / I  
(1) a A n  Original (Mo. Da. Yr) End of 2007/Q4 

Line 
NO 

1 

2 

3 
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 

22 
23 
24 

25 
26 
27 

28 

29 
30 
31 

32 

33 

34 

35 
36 

37 

38 

39 

40 

41 

Description of Project Construction work in progress ~ 

ElecOic (Account 107) 
(a) (b) 

NEW BUS COMM-UG-DANVILLE 637.45€ 

STREET LIGHTING 156 633,39e 
629,575 REP DEF EQUIP-OH-DANVILLE 

ADDTRANSF UNION UNDERWEAR 629,077 

REP DEF EQUIP-OH-DANVILLE 627.797 

PURCHASE TRANSFORMERS 236 608.08E 

601.224 OUTDOOR LIGHTING 216 

I 

__. 

POLE REPAIWREPL 256 584.84E 
RP SHUN PIKE TRANSFORMER 575,804 

POLE REPAIR REPL 315 570,53E 

RP RICHMOND 34KV 562.585 

543,745 STREET LIGHTING 426 

REP DEF EQUIP-OH-RICHMOND 533.217 

ADD TRANSF HORSE CAVE INDUSTRIAL 527,46: 

DlSTRELlABlLlTY 156 525,845 

TROUBLE ORDERS O/H 246 523,391 

STREET LIGHTING 256 516,781 

NEW ELECT SERV-OVHD-LONDON 502.62: 

REP REPL ST LIGHTS 315 495,231 

TROUBLE ORDERS 156 494.36E 

SYSTEM ENHANCEMENT - EXIST GUST EARLINGTON 467,927 

.- 

-- 

RELOCATIONS CUST REQUEST 216 484,945 

NEW BUS COMM-OVHD-PINNILLE 476.411 

CIRCUIT RELIAB O/H 315 474.465 

STREET LIGHTING 416 470.882 

iNST CAP/REG/RECL-LEXINGTON 464.471 

KUSTORMS 461.077 

NEW BUS COMM-UGETOWN 456,391 

NEW BUSINESS RES 216 449.17E 

OUTDOOR LIGHTING 156 445,991 

~~ 

CITY OF BARDSTOWN SUB 439.554 

STREET LlGMlNG 766 429,594 

POLE REPAIWREPL 366 428.951 

RP 69/34 TRANS DORCHESTER 427,674 

NEW BUS SERV-UGPINEVILLE 427,504 

NEW BUS COMMJJGNORTON 424.70: 

NEW BUS SUBD-UG.DANVILLE 421,BBi 

NEW BUS IND-OVHD-DANVILLE 420.67E 

PUB WRK RELCOH-ETOWN 478,05€ 

CONSTRUCT LEBANON EAST SUB 415.13; 

REP REPL DEF ST LIGHTS 156 414.66E 

I -- 

L 43 I TOTAL 1,071.388,626 

FERC FORM NO,. 1 (ED. 12-87) Page 216.4 



I Report below descriplions and balances at end of year of projects in process of conSlNCtiOn (107) 
2. Show items relating lo "research, development. and demonslration" PrOjecls lasl. under a caption Research. Oevelopmenl. and DemOnStmting (see 
Account 107 of the Uniform System of Accounts) 
3. Minor projects (5% of lhe Balance End of the Year for Account 107 or $100,000, whichever Is less) may be grouped 

Line Description of Project Conslmclion work in progress I 
No. Electric (Account 107) 

(a) - (b) 
1 REP REPL OEF ST LIGHTS 236 410.855 

407,951 2 SYS ENH EXIST CUST ETOWN 

3 ROGERS GAP DISTRIBUTION 406,447 
4 REP THIRD P A R N  DAM 236 387.213 

5 IN 5 MVA BASE (7) NON TC TRANSFORMER AND ASSOC EQUIPMENT AT KY 370,721 
6 OiST CAPACITORS KU 363,107 

362.190 7 SYS ENHAN EXIST CUST DANVILLE 

8 PURCHASE LAN0 FOR A NEW BEOFORO. KY SUBSTATION 358.096 

- 

_" 
9 TROUBLE ORDERS OVERHEAD 

10 RELlABlL,lTY OlH 156 

11 TROLJBLE ORDERS 216 

12 REP DEF EQUIP OH-LONDON 

13 REP DEF EQUIP OH-MAYSVILLE 

14 SYS ENHAN EXIST CUST PlNEVlLLE 

15 PURCHASE TRANSFORMERS 366 
16 POLE REP REPL 426 
17 PURCHASE TRANSFORMER 246 
18 SYS ENHAN EXIST GUST LONDON 

19 PUB WORK RELOC OH DANVILLE 

20 REP THIRD PARTY DAM 366 
21 PURCHASE TRANSFORMERS 256 

22 SYS ENH NEW CLJST RICHMOND 

23 EL SUB AB8 TRANSF REPL 

24 REP REPL DEF ST LIGHTS 366 

25 REP REPL DEFECTIVE EQUIP 

26 OUTDOOR LlGHTiNG 236 

27 RELOCATIONS CLJST REQUEST 416 

28 BROWN 1,2,3 FGD 

29 REP REPL OEF ST LIGHTS 246 
30 OUTDOOR LlGHTiNG 426 
31 OUTDOOR LIGHTING 766 

32 SYS ENHAN EXST CUST MAYSVILLE 

33 REP REPL DEF ST LIGHTS 256 

34 REP THIRD PARTY DAM 256 
35 RELIABILITY O/H 256 

36 REP DEF EQUIP OH ETOWN 

37 RELOCATIONS CUST REQUEST 766 
38 NEW BUSINESS COM 426 

39 REP THIRD PARTY DAM 216 

40 SCM EARL SUBSTATION REP (PURCHASE sac FUSES) 

41 KU DlST PF CORRECTION 

d? OUTOOOR LIGHTING 246 

__ 

- 
__ 

- 

I - 

- 

FERC FORM NO. 1 (ED. 12-87) Paoe 216.5 

355,900 
354.960 
330.953 
329,451 
323,113 
310.942 
308.963 
308,290 

305.587 
304.069 
303,909 
301.848 

301,533 
301,448 
291.042 
288,870 
288,461 
288,371 
285,455 
284,963 
279.544 
277.294 
27537: 
266.522 
262.78s 
261,212 
256,s 
254.791 
252,317 
251.13: 
250,801 
247.825 
247.66C 
246.62i 

.- 

I__ 



Name of Respondent 
Kentucky UllllUes Company 

- 
This Re ort Is Date of Report YearlPeriod of Repor t  
(1) $An Onginal (Mo, Oa. Yr) End of 20071Q4 
(2) n A  Resubmission / /  

FFRC FORM NO. 4 IEO 42-87) Page 216.6 

CONSTRUCTION WORK IN PROGRESS ~ - ELECTRIC (Account 107) 
1 Report below descnplions and balances at end of year of projecls in process of canstruction (107) 
2 Show ilems relabng to "research. developmenC and demonslralion' proiects last under a caption Research, Development, and Demonsbasng (see 
Anount 107 of the Uniform System of Accounts) 
3 Minor projects (5% of the Balance End of the Year for Account 107 or $100.000, whichever 1s less) may be grouped 

Line Oescrlplion of Projecl Construction work in progress ~ 

NO Elecblc (AcwuntlO7) 
(a) (b) 

1 SYS ENHANC - EXIST CUST SHELBWILLE 2i4,210 

2 NEW BUSINESS RES 425 241,445 

3 OAKHILL SUB BA?TERY REPL 239.875 

4 NEW BUS IND UG ETOWN 239,590 

5 TATES CREEK RD HWY PROJ RIC 235,520 

6 WINCHESTER WATER WORKS 233,677 

7 SCM TRANSFORMER REWINOERS 229,669 

8 NEW BUS IND UG OANVILLE 225,652 

- 

.__II 
- 

9 OUTDOOR LIGHTING 416 224.833 

10 REP REPL DEF ST LIGHTS 216 223.850 

11 NEW BUS COMM-UG-EARLINGTON 222,470 
I 

12 RELIABILITY RECONSTRUCTION 366 OH 221,937 

13 NEW BUSINESS COM 216 220.580 

14 PUB WRK RELOCOH-LONDON 216,457 

15 RELOCATIONS CUST REQUEST 236 215,416 

16 STRATTON PIKE REBUILD 206,772 

17 NEW BUS COMM-UG-PINEVILLE 206,766 

. 
~ 

18 

19 

20 
21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
36 
37 

38 

39 

40 

41 

42 

TOOLS AND EQUIP 256 206,227 

TOOLS AND EQUIP 246 204,131 

POLE REPAIR 416 203,205 

POLE REPAIR 236 202,139 

PURCHASE OF METERS 201 834 

REPlREPL OEF POL'S 426 200,909 

I 

RELOCATIONS CUST REQUEST 426 200.617 

CIRCUIT HARD REL OH NORTON 

REPlREPL DEF POL'S 256 197,966 
1 9 8  165 I 

HWY RELOC KY 1577 189.564 

ETOWN STORM RESTORATION 189,401 

INSTALL NEW 795 CIRCUIT TO NESTLE PLAN 2 188412 
UNION UNDERWEAR CIRCUIT WORK 187.117 

BOGGSLANE 185,147 

INST CAPlREGlRECL SHELBWILLE 185,108 

MOBILE COMPUTING INFRASTRUCTURE 181,477 

177.782 REP DEF EQUIP OH PINEVILLE 

PURCHASE TRANSFORMERS 766 172.552 

INST CAP REG RECL MAYSVILLE 171.501 
PAYNES DEPOT RD (US62) HIGHWAY 168,361 
REP REPL OEF POL'S15 1 6 7  551 

POLE REPAIR 216 166,635 

DIST RELIABILITY 246 166,481 

RELIAfULITY RECONSTRUCTION 216 OH 166 245 

NEW BUS SUBDUG-EARLINGTON 165 561 

- 

43 TOTAL 1.071.388.625 



This Re olt Is: 

(2) i l A  Resubmission 
(1) &&Original 

Name of Respondent 
Kentucky Utililies Company 

I .  I t  _--_A_- _I__ 

_- CONSTRUCTION WORK IN PROGRESS --ELECTRIC (Accom 107) L 
1 Report oelow descripl on5 and balances al end of year 01 pr0;ecls in process 01 construct on (107) 
2 Show Items relating lo .research. aevelopment. and ocmunslration" projects lasl. under a capt;on Research. Deveioprrenl. and Demonstraling (see 
Account 107 of Ihe Unilorm Sptern 01 Accounts) 
3 Minor projects (5% of the Balance End of the Year for Accounl 107 or S100.000. nhichever is less) may cc grouped 

Date of Report YearlPeriod of Report 
(Mo. Da. Yr) End of 2007lQ4 
I /  

Llne Description of Project 
No 

(a) 

Conslruclion work in progress - 
Electric (Account 107) 

(bl 

2 

3 
4 

OUTDOOR LIGHTING 366 164,236 

PC INFRASTRUCTURE - KU 163,861 

SYS ENHAN-EXIST CUST-NORTON 163.448 

_ _ ~ ~ ~  6 NEW BUS SLJBD-OVHD-RICHMOND 

7 TOOLS AND EQUIPMENT 315 

8 OUTDOOR LIGHTING256 

9 HORSE CAVE INDUSTRIAL SUBSTATiON DISTR WORK __ 
10 PaLEREPIREPL766 
11 LEXINGTON STORM RESTORATION 

12 LONDON STORM RESTORATION 

13 ADD REGLJLATORS AT ANDOVER 

14 PURCHASE TRANSFORMERS 156 

15 NEW BUSINESS IN0 216 

16 KU DOIT MOB COMP FOR GIS 
17 REP REPL DEF ST LIGHTS 426 

161,820 

160,925 

160,346 

159,966 

159,632 

152120 

152.051 

151,373 

146.257 

142,32€ 

140,48? 

140,064 

139.53: 

~ ~ _ _ _ _  

18 

19 

20 

21 

22 

23 

24 

25 
26 

PURCHASETRANSFORMERS 216 139 28: 

SCM REPLACE BREAKERS 138,591 

MOBILE GIS LICENSES 138 09i 

RELIABILITY RECONSTRUCTIDN 416 OH 137.55: 

135 991 SHELBWILLE STORM RESTORATION 

REPlREPL DEF POL'S 216 135,26# 

TROUBLE ORDERS 315 135,092 

TROUBLE ORDERS 308 134.60: 

KU SUBS RTU INSTALLS FOR EKPC METERING 133 58t 

_I 

-. 

132,8% ____ 27 REP REPL DEF POL'S 156 
28 NEW BUS SLJBD-UG LONDON 129.8Gl 

129.518 29 TOOLS AND EQUIPMENT 156 
30 TROlJBLE ORDERS 236 128 886 

31 LON FAWN VALLEY ESTATES SUBDIVISION UG SYSTEM 127,523 

32 PUB WORKS RELC OH RICHMOND 125,726 

33 DlST RELIABILITY 416 124 286 

34 CARLISLE 12KV CONVERSION 118.713 

35 EARLINGTON I STORM RESTORATION 118.426 

36 NEW BUS INDOVHD-ETOWN 118.006 

37 NEW BUS IND-OVHD-SHELBWILLE 115,316 

38 SMALLWORLD CST 4 1 LJPGRADE 113,449 

39 REP DEF EQUIP-UG-RICHMOND 112,691 

40 INST CAPlREGlRECL-ETOWN 112,183 

41 KY 519 HIGHWAY RELOCATION 110,719 

42 LEXINGTON AREA IMPROVEMEWS 108,407 

- 

- 

43 TOTAL 1.07 1,388,625 



Name of Respondent This Re ort Is: Dale of Report Year/Peilod of Repor t  
Kentucky Ulililies Company (1) d A n  Original (Mo. Da. Yr) End of 20071614 / / I  

CONSTRUCTION WORK IN PROGRESS  ELECTRIC (Acwunt 107) 
1 Report below descriptions and balances at end of Year Of projects in process of wnslruclion (107) 
2 Show items relating to “research, development, and demonstration” projects last, under a caption Research, Development. and Demonstrating (see 
Account 107 of be Uniform Syslem of Accounts) 
3. Minor projects (5% of the Balanca End of the Year for Acwunt 107 or S100.000. Whichever Is less) may be grouped. 

Line 
No 

1 

2 
3 
4 

5 
6 
7 
8 

Canslwchon w o f i  In progress. 
Electnc IACcnJnl 107) 

Description of Project 

(a) 
NEW BUS SUBD-UG-PINEVILLE 

NEW BUS SUBD-OVHD-DANVILLE 

NEW BUS SUBD-OVHD-SHELBWIUE 

RELOCATIONS CUST REQUEST 366 
KU IMPLEMENT GIs REDLINING 

RELIABILITY RECONSTRUCTION 236 OH 
INST CAPIREGIRECL-DANVILLE 

OISTRIBUTION MiNOR 

(b) 
107.560 

9 
10 

11 

12 
13 

14 

15 

16 

17 
18 

19 

20 
21 

22 
23 

24 
25 

26 

27 

28 

29 

30 

31 
32 

33 

34 

35 
36 
37 
38 
39 

40 

41 

42 

I 

43 

Cli.DC 

106,383 

106,340 

104,747 

103,715 

102,388 

I 00,577 

4.491.339 - 

COMMON MAJOR 

SAP FOR CCS - KU 

CCS TECHNDLOGYKU 

SECOND DATA CENTER 2.337.067 

CCS- CUSTOMER SERVICE KU 1.680.339 

1.477,391 LAND MOBILE RADIO SYSTEM BUILDOUT 

EAST KY SONET FIBER BACKBONE ROUTE 779 146 

POWERPLANT SOFTWARE IMPLEMENTATION 550,039 

WESTERN KY SONET RING UPGRADE TO OC48 4 6 8,8 5 6 
WESTERN KY MICROWAVE AID CONVERSION a RECONFIG PHASE 2 465,233 
SERVER REPLACEMENT- KU 456 797 

LAND MOBILE RADIO NETWORK UPGRADE DESIGN a PROCUREMENT 376,341 

TIER C ROTATiON OF DESKTOPS AND LAPTOPS KU 3 0 8,8 9 0 
UPGRADE LEXINGTON MAN TO OCA8 USING NEXT GENERATION SONET 303.831 

CCS- DEVELOPMENT KU 250,421 

VOICE MAIL REPLACEMENT PROJECT 230,741 

ORACLE FlNANClAUMATERlALAPPLICATlONS 11 5 10 2 UPGRADE 200,441 

PEOPLESOFT 8 9 UPGRADE 193,992 

BLADELOGIC IMPLEMENTATION ~ KU 176,824 

KU CARPET AND TILE REPLACEMENT 145,397 
NEXTGEN SONET AT MICROWAVE SITES 141.584 
HVAC AUTOMATION KU - ONE QUALITY 139,194 
STORAGE NETWORK EXPANSION - KU 136,034 
EXTEND FIBER TO GREEN RIVER 135,529 

GIGABIT ETHERNET REPLACEMENT PROJECT (GRUP) 133.748 

133.035 NMARKET - PJM IMPLEMENTATION 

KU . CERUS I1 129,431 

123,442 AVAYA SYSTEM UPGRADES 

ORACLE MOBILE CHAIN 119,964 

PC INFRASTRUCTURE 11 9,930 

BACKUP STRATEGY EXPANSION PROJECT - KU 119,641 

CCS - KU BUSINESS INTELLIGENCE 114,683 

CORE NETWORK INFRASTRUCTURE 113.918 

TOTAL 1,071.388.626 

5,924,205 

3.a04,588 

- 

.II 

- I_ 

Encall L t n  4 ,En ,,A,\ Dane X f i R  



Name of Respondenl 
Kenlucky Utiiilies Company . .  i i 

~ 

CONSTRUCTION WORK IN PROGRESS - - ELECTRiC (Account 107) 
1 Report below descriptions and balances at end of year of prolecls in process of ConsINClion (107) 
2. Show ilems relating io "research, development, and demonsIralion. projects lasl, under a caplion Research. Development, and Demonslraling (see 
Accounl 107 of Um Uniform System of Acmunls) 
3. Minor pro]ec(s (5% oi Ihe Balance End of lhe Year for Account 107 or $100,000. whichever Is less) may be grouped 

YearlPeiiod of Report This Re art is: 
(1) d A n  Original 
(2) n A  Resubmission I /  

Date of Report 
(Ma. Da, Yr) End of 2007/Q4 

Line 
No 

1 
2 

Descripiion of PrOleCl Conslruclion work in progress. 
Eleclric (Account 107) 

(a) (b) 
CCS - CHANGE MGMT KU 106.56 
NAS NEMlORK ATTACHED STORAGE 103.33 

11 

12 

13 
14 

3 
4 

15 I 
16 
17 I 1 

TAPE LiBRARY REPLACEMENT 100.s1 

2.510.51 COMMON MINOR - 

19 

20 

21 

22 

23 
24 

25 
26 

27 

28 
29 
30 
31 
32 
33 
34 
35 

36 
37 
38 
39 
40 
41 

42 

43 TOTAL 1.071.388.626 

- 

~ __ 

- 

.- 

FERC FORM NO 1 (ED. 12-87) Page 216.9 



This Re ort IS: Date of Report 
(1) +j~n original (Mo. Da, Yr) 

Kentucky Utllilies Company 121 n A  Resubmission / I  
~I I I 

ACCUMUtATED PROVISION FOR DEPRECIATION OF ELECTRIC UTILITY PLANT (Account 108) 
1. Explain in a footnote any important adjuslments during year, 
2 Explain in a footnote any difference between the amount for book cost of plant retired. Line 11, column (c). and that reported for 
electric plant in service, pages 204-207, column 9d), excluding retirements of non-depreciable property. 
3,. The provisions of Account 108 i r i  the Uniform System of accounts require that retirements of depreciable plant be recorded w h e n  
such piant is removed from service If the respondent has a significant amount of piant retired at year. end which has not been recordsc 
andlor classified to the various reserve functional classifications. make preliminary closing entries to tentatively functionalire the book 
cost of the piant retired,. In addition, include ail costs included in retirement work in progress at year end in the appropriate functional 
classifications,. 
4,. Show separately interest credits under a sinking fund or similar method of depreciation accounting. 

Section A. Balances and Changes During Year 

Line liem (Ja% BNICB fo%uKreL22 I LetaseiJ l2ddrs 
t l e  nc Plan1 in tlec c an e ec IC an 

No (a) (b) (4 (4 (e) 

1.835.419.215 1,835,419,215 

Yeadperiod of Report 
End of 2007lQ4 

5 (413) EXP. of Elec PIt. Leas. to Others 

6 Transportation Ex 

12 Book Cost of Plant Retired 

13 Cost of Removal 

14 Salvage (Credit) 

15 TOTAL Net Chrqs for Plant Ret (Enter Total 

. .  

9 Fuel Stock 798.145 

IOlTOTAL Deprec. Prov for Year (EnterTolal of 1 117.508,958 117.508.958 

33,239,093 33,239,003 

6,230,725 6,230,725 

-2,125,475 -2,125,475 

41,595293 41,595,293 

lines 3 lhw 9) H-- 1 I Net Chdryes for Piant Retired 

17 
18 Book Cost or Assel Retirement Costs Relired 

19 Balance End of Year (Enter Totals of lines 1 1,914,631,932 1,914,631,932 
IO, 15, 16,and 18) 

SscNon B. Balances at End of Year According to Functlonal Classlficalion 
20 Steam Production 926.231.540 926,231,540 

~~ ~~~~~ 

21 Nuclear Production ___ 
22 Hydraulic Production-Conventional 8,243.695 8,243695 

23 Hydraulic Produclion-Pumped Storage 
24 Other Production 116,527,426 11 6,527.426 
25 Transmission 320,987.676 320,987,676 

26 Dlsfn’bUtion 494,048,936 454,048,936 

27 Regional Transmission and Market Operation i 
28 General 48,592,659 48,592.659 

29 TOTAL (Enter Toolalo1 lines 20 ulN.28) 1,914,631,932 1,914.631,932 

I 



Name of Respondent 

Kentucky Ulililles Company 

___ _- ~ 

!Schedule Page: 219 m G  c ... __ ..... 
Depreciation reserve for assets sold/retired n o t  fully accrued s 1,646,888 

This Report is: Date of Report Yeadperiod of Report 
(1 )XAn Original (Mo, Da, Yr) 
(2) - A  Resubmission I /  20071Q4 

Accrual for Cost of Removal and ARO Parent assets (FERC 254 and 403) (252,192) 

Total $ 1,394,696 

/Schedule Page: 219 Line No.: 16 Column: c I 
customer payments related to construction projects. 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 w 





This Re ort Is: 
(1) $jAn Original 
(2) n A  Resubmission 

Name of Respondent 
Kentucky Utliities Company 

1 . '  u I I 
MATERIALS AND SUPPL,lES 

I, For Account 154, report h e  amount of piant materials and operating supplies under h e  primary funcUonal classifications as indicated In column (a); 
estimates of amounts by function are acceplable In column (d). designale the deparirnent or deparlmenls which use h e  dass of material., 
2 ,  Give an explanation of important inventory adjuslmenls during the year (in a footnote) showing general classes of material and supplles and lhe 
various accounts (operating expenses, clearing accounts. plant. etc )affected debiled or credited. Show separately debit or credils to slores expense 
clearino. if aoolicable 

Date of Report 
(Mo. Da, Yr) 

YearlPeriod of Report 

End of 2007lQ4 / I  

Line Account 
NO 

(a) 
1 Fuel Stock (Account 151) 

I ___ 
ioisiriou~ed (Account 152) 
I Prodtick IAccmmt 1531 I I I 

Balance Balance Deparlment or 

Use Material 
Beginning of Year End of Year Departments which 

(b) (C) (0) 
64.221.479 41,770.628 Electric 

I 

2 Fuel Stock Expenses VI " ' '' ' 

3 Residuals and Extracter . I ..., 
4 Plant Materials and OperaUng Supplies (Account 154) 

5 Assioned lo - Construction (Estimated) I I I 

I I I - 

7 I Production Plant (Estimated) 16,329,gag 17,778,066 Electric 

k 13 I Merchandise (Accounl155) I I I I 

9 6,828,384 I 6.681.602 I Electric 
I 

Distribution Plant (Estimated) 

applic lo Gas Ulil) 
16 1 Stores Expense Undistributed (Account 163) 

17 I 

FERC FORM NO. 1 (REV. 12.05) 

6,386.539 6,454,808 Electric 

Page 227 

19 

20 TOTAL Materials and Supplies (Per Balance Sheet) 96,559,447 



Thls Re ort Is: Date of Reporl YeadPeriod of Report 
(1) d A n  Oiiglnal 
(2) n A  Resubrnission / /  - 

(Ma. Da, Yr) 
End of 2007IQ4 

Name of Respondent 
Kentucky Utilities Company 

Allowances (Accounts 158.1 and 158.2) 

46 

1, Report below the particulars (details) called for concerning allowances. 
2. Report all acquisitions of allowances at cost,. 
3,. Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by G e n e r a l  
Instruction No. 21 in the Uniform System of Accounts 
4, Report the allowances transactions by the period they are tirsl eligible for use: the current year's allowances in columns (b)-(c), 
allowances for the three succeeding years in columns (d)-(i), starting with the following year, and allowances for the remaining 
succeeding years in columns @(k) 
5 Reoort on line 4 the Environmental Protection Aaencv (EPAI issued allowances. Reoort withheld !3ortions Lines 36-40,. 

Lasses 

Allowances Inventory 
(Accounl158,l) 

8 PurchasesTTransfers: 
9 Share of OMUs unused 

10 Allowances 2.736.00 1,326,960 
11 

I I I 
2.735.001 1 826 g6Ol 

I , I 

I 
, I_ 

24 I I 
25 I I I 
1c I I I 

1 33 I Net Sales Proceeds (Other) '-A 
I 

37 Add: t 
~ 

C E R r  E n R M  Nn 1 IFn 17.951 Paoe 228 



Thls Re ort Is: 
(1) d A n  Original 

Name of Respondent 
Kentucky Utilities Company (2) O A  Resubmission 

Date of Report 
(Mo. Da. Yr) 

YearlPerIod of Repor t  

End of 2007/Q4 I /  



14 
15 

16 

17 
$8 

19 

20 

21 

22 

23 

24 
25 

26 
27 

28 

29 

I 

I 



Name of Responden1 
Kentucky Utiiilies Company 

__ 
NISCELIANEOLS DEFFERED DEOITS (AccoJnl186) 

___.- 
I. Repon below the particu ais (details) ca.led for concerniny miscellaneous deferred debits 
2 For any deferred debit being amortized, show period of amoriization in column (a) 
3 Minor i lem ( 1 %  of the Balance at End of Year for Acmunl  186 or amounts less than $50.000, whichever is less) may be g r o u p e d  by 
classes 

This Re ort Is: Dale of Repod YearIPeriod of Report 
(1)  &An Original 
(2) n A  Resubmission / /  

End of 2007/04 (Mo, Da. Yr) 

~ i n e  Description of Miscellaneous 
No. Deferred Debits 

I (a) I (b) I (C) I (di I (e) I (0 
1 I OMU Emission Allowances 1,239,660) 1.333.9001 158,555 I 1.326.960) 1,246,601 - I I I I I 

Balance at Debits CREDITS Balance at 
End of Y e a r  

Charoed I Amount Beginning of Year Account 

Z /  I I I I I 
31 Environmenlal Cost ReCDVeIY 9,750,4761 117,815.188/ 440-445 I 116.908.967{ 10.664.69; 
I I I I I I 

I O  
11 
12 
13 
14 .,. 

tl 8 I I 

5) Financing Expense 71,8181 2359.5411 181 I 2,431,3591 

VA - Fuel Cost Component 3.459.770 440445 2,931,514 528.251 

Merger Surcredit SetUemenl 
(Jul-98 lo Jun-08) 1,604,837 196,000 440445 1,108,892 691,941 

- 

61 I I I I I 
7 I Long-Ten Derivative Asset 104,951 I 1 221,427 I 104,9511 

IJ 
16 Regulatoiy Expenses 227.244 928 227,244 
17 
18 Key Man Ltfe Insurance 34.987.025 2,590,236 421,426 707.185 36,870,076 
19 
20 Customer Credit AIR 2.602.550 142 2.223.916 378.634 
21 
22 Cellular Antenna Bliiable Chgs 37,091 37,091 
23 
24 Carmlllon Salekeaseback 
25 (Aug-06 Lo Jul-23) 87.022 931 1a.m 68.750 
26 

28 
29 
30 
31 
32 
33 
34 
35 - 
36 
37 
38 
39 
40 
41 
42 - 
43 
44 

27 ____ 

81 I I I I I 
91 KY - Fuel Adjustment Ciause 12.612.0001 33.551.0001 440-445 1 29.361.0001 16.802.001 

EFRC FORM NO 1 IFn 17L!6\ P a m  7x3 





This Re or1 Is: Date of Report YearIPeriod of Report 
End of 2007/Q4 

12) t l A  Resubrnission / I  
I (1) &in original (Mo. Da. Yr) 

Name of Respondent 
Kenlucky Utililies Company 

I I 
ACCUMULATED DEFERRED INCOME TAXES [Account 190) 

I .  Report the information caiied for below concerning the respondenl's accounting for deferred income taxes 
2 At Other (Specify). include deferrals relating to other income and deductions. I 

-5.~a4.21; 

tory Tax Adjuslrnenls 

141 I I ._ 
151 Other 

16 TOTAL Gas (Enter Tolal of lines 10 lhru 15 

17 Other (Speciiy) 
18 TOTAL [Acct 190) (Tolal of lines 8.16 and 17) 46,004,037 50,753.511 

Notes 

Bal at B e g .  of Year Sal .  a t  End of Year 
ECR 6 VA Fuel Clause ( 1 , 2 8 0 , 0 3 3 1  1147,674)  

Workers' Compensation 1 , 3 7 7 , 0 3 1  1 , 2 0 5 , 3 2 4  

vacat ion Pay 1 , 5 7 1 , 0 6 9  1 , 6 3 2 , 2 1 2  

s t a t e  Tax Adjustment 2 , 7 0 9 , 2 4 0  7 6 5 , 6 1 2  

Bad Debt Reserve 708.054 754 ,352  

Demand Side Management 144 .784  7 0 2 , 0 1 3  

Customer Advances 767 ,445  1 , 0 9 0 , 4 9 0  

o w  Excess Amort izat ion 828 ,449  7 5 1 , 4 7 6  

Other 1 . 0 0 8 . 9 7 1  021 ,394  - . - .. . - - - - 
T o t a l  E l e c t r i c  Line 7 0 .507 .01G 7 , 5 7 5 , 2 0 1  _ _ _ _ _ _ _ _ _  _ _ _ _ _  - _ _  - ___-______  _ _ _ _ _ _ _ _ _ _  

Balance of Beginning oE Year 
Less Debi ts  t o :  
A C C t  4 1 0 . 1  
ACCt  4 1 0 . 2  
Other Balance Sheet Accounts 
Plus Cred i ts  to:  
Acct 4 1 1 . 1  
Acct 4 1 1  2 

~alance a t  End of Year 

4 6 , 0 0 4 , 0 3  1 

4 ,  166,158 
97 .497  

1 , 2 8 1 , 5 3 9  

1 0 , 3 9 0 , 3 1 0  
504.303 

5 0 , 7 5 3 , 5 1 6  

I 
FERC FORM NO. 1 IED. 12-88) Page 234 



This Re Ort IS: 
(1) d A n  Original 
(2) t l A  Resubmission 

Name of Respondent 
KentucQ Utililies Company 

Date (Mo, Da, of Report Yr) 
YeadPeriod of Repor t  
End of 2007/Q4 

/ /  

Line Class and Series of Slock and Number of shares Par or SLated Call Price at 
End of Y e a r  No Name of Stock Series Authorized by Charter Value per share 

(a) 0) (C) (d) 
1 Common Stock 
2 Without Par Value 80.000.000 
3 Total Common 80,000,000 

4 
5 Preferred Stock, Cumulatlve 
6 4.75% series. 6.53% series 
7 $100 Stated Value 5,300,000 100.00 

8 
9 
10 
11 
12 Note: 
13 There is no Call Price for Common Stock, 
14 Without Par Value 
15 
16 The Common Stock Of Kentucky Utilities Company 
17 Is owned by its parent company, 
18 E.ON US. LLC 
19 
20 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

42 

I 

I 

_. ~ _______ 

-. 

I 1 



Name of Respondent 
Kentucky Utililies Company 

Thls Re art Is: Date of Report YearlPeriod of Repor t  
End of 20071Q4 (1) &n Original (Mo, Da. Yr) 

(2) OA Resubmission / I  

FERC FORM NO 1 (ED 12-88) Paoe 251 

OUTSTANDING PER B W N C E  SHEET HELD BY RESPONDENT Line 
No (Total amount Outstanding withoul reduclion 

for amounts held by respondent) 
Amount 

AS REACQUIRED STOCK (Account 217) IN SINKING AND OTHER FUNDS 
Amounl s%iffi (9 s%ies ?If' sh$= ( i f  

37.817.878 308,139,978 

37,817,878 308,139,978 
__-_ 

.- 

1 
1 

1 
1 

1 
1 
1 

1 
1 
1 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 

3 
3 
3 

3 
3 
4 
4 

4 

- 

- -  

_______ 

I_ 

_- 

I,____ 



Name of Respondent 
Uenlucky Ufilities Company Endof 2007/Q4 

YearlPeriod of Report 

OTHER PAiO-IN CAPiTAL (Accounts 20E211, inc.) 

2 

3 
4 

5 

Report below the balance at the end of (he year and the information speclfied beiow for the respeclive olher paid-in capital accounts Provide a 
subheading foreach account and show a total for Ihe account, as well as total of ail accounts for reconciliation with balance sheel, Page 112. A d d  more 
columns for any account If deemed necessary Explain changes made in any account during the year and give ihe accounting entries effecting s u c h  
change. 
(a] Donalions Received from Stockholders (Account 208).State amount and give brief explanation of the origin and purpose of each donation 
(b] Reduction in Par or Stated value of Capital Stock (Account 2091: Slate amount and give brief explanalion of h e  capital change which gave rise to 
amounts repoiled under this caption lnduding identification wiih h e  class and series of slock to which related 
(c) Gain on Resale or Cancellalion o i  Reacquired Capital Stoa (Account 210): Report balance a1 beginning of year, credits, debits, and balance at end 
of year wiW a designation of h e  nature of each credit and debit identified by h e  class and series 01 slock lo which related. 
(d) Miscellaneous Paid-in Capilal (Account 2lltClassify WnOUntS lnciuded in h i s  account according lo captions which, logelher with brief expianalions, 
disciose the general nature of Lhe iransaclions which gave rise to Ihe reported amounts 

I/:P i %?"t 

Account211: 
Contributed Capllai - Mise. Balance January 1,2007 15.000.001 
Conlributed Capital September 25.2007 55.000,001 

20.000.001 Conbibuted CaDiial December 21,2007 

5 

7 
8 

9 

10 

11 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 
22 

23 
24 
25 
26 
27 
28 
29 

30 
31 
32 

33 
34 
35 
35 
37 
38 
38 

~-~ 

__ 

1 

40 

FERC FORM NO. I (ED. 12-87) Page 253 

TOTAL 9o.ooo.oc 



This Re ort 1s: 
(1) d A n  Original 
(21 n A  Resubmission 

Name of Respondent 
Kentucky lllllities Company 

Dale (Mo. 0% of Report Vi) 
YeadPeriod of Reporl 
End of 2007fQ4 

I t  

FERC FORM NO.. 1 (ED. 12-871 

line 
No. (a) 

Class and Series of Stock 

1 Expenses on Common Slock 
2 
3 

4 
5 
6 
7 

8 

9 

10 

11 

12 
13 

$4 

15 

16 

17 
18 

19 

20 

21 

1 

- 

22 TOTAL 

Page 254b 

Balance at End 01 Year 
(b) 

321.281 

_.___. 

--- 

- 
___ 

-. 

321.28I 



This Re rt is: Dale of Report 
(1) &n Original (Mo, Oa. Yr) 

Name 01 Respondent 

Kentucky Utilities Company (2) =A Resubmission I /  

Line Class and Series of Obligation, Coupon Rate Prindpai Amount Total expense. 

No. (For new issue, give commission Authorization numbers and dates) Of Debt issued 
lb) 

Premium or Discount 

YearlPeriod of Report 
End of 20071Q4 

24 

25 
26 
27 
28 
29 
30 

31 
32 

ACCOUNT223 
Notes Payable to Fideiia 4.55%. due 04/30/2013 - unsecured 100,000.000 

75,000,000 
33,000,000 
50,000,000 

Notes Payable to Fidelia 5.31%. due 08/15/2013  unsecured 
Notes Payable to Fideiia 4.24%, due 11/24/2010 -unsecured 
Notes Payable to Fidelia 4.39%. due 01/16/2012 -unsecured 
Notes Payable to Fidelia 4.735%. due 07/08/2015 -unsecured 50,000,000 i 
Notes Payable to Fideiia 5.36%. due 12/21/2015 -unsecured 
Notes Payable to Fidelia 6.33%. due 06/23/2036 -unsecured 

75,000,000 
50,000,000 

33 TOTAL 1.370,753.140 9.488,965 



This Re or1 is:, . I ( I )  dAnOnginal 
12) r l A  Resubmission 

Name of Respondent 
Keniucky Uiililies Company 

I I I 
. .  I ,  I ____ 

LONG-TERM DEET (Account 221,222,223 and 224) (ConUnued) 
I 

10. Identify separate undisposed amounts applicable to issues which were redeemed in prior years 
'1 1 Explain any debits and credits other than debited to Account 428. Amortization and Expense, or credited to Account 429, P r e m i u m  
on Debt - Credit. 
12, In a footnote, give explanatory (details) for Accounts 223 and 224 of net changes during the year. With respect lo long-term 
advances, show for each company: (a) principal advanced during year, (b) interest added to principal amount, and (c) principle r e p a i d  
during year. Give Commission authorization numbers and dales. 
13.. If the respondent has pledged any of its longterm debt securities give particulars (details) in a footnote including name of p l e d g e e  
and purpose of the pledge 
14., If the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of 
year, describe such securities in a footnote. 
15. If interest expense was incurred during the year on any obligations retired or reacquired before end of year, include such i n t e r e s t  
expense in column (i). Explain in a footnote any difference between the total of column (i) and the total of Account 427, interest on 
Long-Term Debt and Account 430, Interest on Debt to Associated Companies. 
16, Give particulars (details) concerning any long-term debt authorized by a regulatory commission but not yet issued, 

Date of Report YearIPeriod of Repor t  
(Mo, Da. Yr) End of 2007/Q4 

/ I  

Line 
No. Nominal Date Date of (Total arno!%%%!ing wilhout Interest for Year 

AMORTiZATlON PERIOD 

Amount 
(11 

reduclion for amounts held by 
resp dent) of Issue Maturity Date From Date To 

94 (6) (e) (0 I (S) 

- 

05/15/1992 02/23/2007 05/15/1992 02/23/2007 1.574.1 00  

-_I___ 

.__ 11/23/1994 02/23/2007 11/23/1994 02/23/2007 279,445 
05/19/2000' 05/01/2023 05/19/2000 05/01/2023 12,900,000 509,228 
05/23/2002 02/01/2032 05/23/2002 02/01/2032 20,930,000 779,295 
05/23/2002 02/01/2032 05/23/2002 02/01/2032 2,400.000 89 ,360 
- I- 89,360 1 05/23/2002 02/01/2032 05/23/2002 02/01/2032 2,400,000 
05/23/2002 02/01/2032 05/23/2002 02/01/2032 7.400.000 2 7 ~ 2 7  i 
10/03/2002 10/01/2032 10/03/2002 10/01/2032 96,000,000 3,775,995 1 
10/20/2004 10/01/2034 10/20/2004 10/01/2034 50.000,OOO 1,939,479 1 
07/07/2005 06/01/2035 07/07/2005 06/01/2035 13,266,950 508,728 I 
11/17/2005 06/01/2035 11/17/2005 06/01/2035 13,266,950 501.025 1 
07/20/2006 06/01/2036 07/20/2006 06/01/2036 16693,620 655,062 1 

654.527 1 12/07/2006 06/01/2036 12107/2006 06/01/2036 16,693,620 
_. 54.000.000 1,794,630 1 02/23/2007 10/01/2034 02/23/2007 10/01/2034 

5/24/2007 02/01/2026 05/24/2007 02/01/2026 17,875.000 445.251 1 
5/24/2007 03/01/2037 05/24/2007 03/01/2037 8,927,000 222,270 2 

-328,589 2 
-86,856 2 

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ . ~ , . , ; ~ ~ ~ . ~ ~ , ~ ~ {  2 
2 

2 
04/30/2003 04/30/2013 100.000.000 4,550,000 2 

08/15/2003 08/15/2013 75,000.000 3,962,500 E 
11/24/2003 11/24/2010 33,000,000 1,399,200 2 
01/15/2004 01/16/2012 50,000,000 2,195,000 i 
07/08/2005 07/08/2015 50.000,OOO 2,367,500 2 
12/19/2005 12/21/2015 

-. 

332.753.140 ~.~,-~6.7,7- .... - .I.. ~- ,.,. __:,_ 

06/23/2006 06/23/2036 
___ 75,000,000 4,020,000 C 

50.000.000 3,165,000 C 



mis Re ort IS: 
(1) &m Original 
(2) n A  Resubmission 1 1  

Date of Report 
(Mo, Da. Yr) 

Name 01 Respondent 
Kentucky UUlilies Company 

. .  
i 

LONG-TERM DEBT (Account 221,222,223 and 224) __ 
1.. Report by balance sheet account the particulars (details) concerning long-term debt inciuded in Accounts 221, Bonds. 222, 
Reacquired Bonds, 223, Advances from Associated Companies, and 224, Other long-Term Debt. 
2 In column (a), for new issues, give Commission authorization numbers and dates. 
3. For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the b o n d s  
4. For advances from Associated Companies, report separately advances on notes and advances on open accounts Designate 
demand notes as such,. Include in column (a) names of associated companies from which advances were received. 
5,. For receivers, certificates. show in column (a) the name of the court -and date of court order under which such certificates w e r e  
issued,, 
6,, In column (b) show the principal amount of bonds or other iongterm debt originally issued, 
7,. In column (c) show the expense, premium or discount with respect to the amount of  bonds or other long-term debt originally i s s u e d  
8,. For column (c) the total expenses should be listed first for each issuance, then the amount of  premium (in parentheses) or d iscount .  
Indicate the premium or discount with a notation, such as (P) or (D). The expenses, premium or discount should not be netted 
9. Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or discount associated with 
Issues redeemed during the year,. Also, give in a footnote the date of the Commission's authorization of treatment other than as 
specified by the Uniform System of Accounts. 

Year/Period of Report 
End of 20071Q4 

Line Class and Series of ObligaUon. Coupon Rate Principal Amount Tohl expense, 
No. (For new Issue. give CommlSSion Authorization numbers and dates) Of Debt Issued Premium or Discount 

(a) ( 4  (C) 

1 Notes Payable to Fidella 5.675%, due 1012512016 -unsecured 50,000,000 
2 Noles Payable to Fidelia 5.69%. due 02/07/2022. unsecured (3) (5) 53,000.000 
3 75,000,000 
4 50,000,000 

- 
Notes Payable to Fldelia 5.66%, due 03/3012037 -unsecured (5) 
Notes Payable to Fidelia 5.98%, due 0612012017. unsecured (5) 

Notes Payable lo Fidella 5.71%. due 1012512019 -unsecured (5) 
5 Notes Payable lo Fidelia 5.96%. due 0911412026 -unsecured (5) 

Notes Payable lo Fldelia 5.45%, due 12/19/2014  unsecured (5) 

ioo,ooo,aoo 
70,000.aoo 

100,000.000 
II_ 

6 
7 
6 
9 

1 

10 TOTAL ACCOUNT 223 931,000,000 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

21 
22 
23 
24 
25 
26 
27 
28 
29 

- 

30 ( 
31 
32 

33 TOTAL 1,370,753.140 9,486,965 

r--C rr .n . .  . e n  " ,E_ l l P C I  n-._- one" 



This Report 15: 
( I )  [I13An Original 
12) n A  Resubmission 

Name of Responded r Kenlucky Uliiilies Company 
I I _" . .  , , 
fi -- 

10. idenlify separate undisposed amounts applicable to Issues which were redeemed in prior years. 
11. Explain any debits and credits olher than debited to Account 428, Amortization and Expense, or credited to Account429, P r e m i u m  
on Debt - Credit 
12., in a footnote, give explanatory (details) for Accounts 223 and 224 of net changes during the year. With respect to long-term 
advances, show for each company: (a) principal advanced during year, (b) interest added to principal amount, and (c) principle r e p a i d  
during year. Give Commission authorization numbers and dates 
13. if the respondent has pledged any of its long-term debt securities give particulars (details) in a footnote including name of p l e d g e e  
and purpose of b e  pledge 
14. If the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of 
year, describe such securities in a footnote, 
15. if interest expense was Incurred during the year on any obligations retired or reacquired before end of year, include such i n t e r e s t  
expense in column (i).. Explain in a footnote any difference between the total of cOiumn (i) and the tolai of Account 427, interest on 
Long-Term Debt and Account 430, Interest on Debt to Associated Companies. 
16. Give particulars (details) concerning any long-ten debt authorized by a regulatory commission but not yet issued. 

Date 01 Reporl 
(Mo, Da, Yr) 

YearlPeriod of Repor t  
End of 2007/Q4 

I /  

Nominal Dale Dale 01 
of Issue Maluriiy 

- (d) (e) 
10/25/2006 10/25/2016 
02/07/2007 02/07/2022 
03/30/2007 03130/2037 
06/20/2007 0612012017 
09/14/2007 09/14/2028 
10/25/2007 10/25/201 9 
12/20/2007 12/13/2014 

.. 
Uubtandln8. . Line 

No. 
(Total amount outstan ing wilhoul 

reductton lor amounls held by 
resp denl) 

lnleresl lor Year 
Amounl 

0) 

AMORTiZATlON PERIOD 

Date To 

50,000,000 2,837,500 
2,714,130 53.000.000 

75,000,000 3,308.458 

50.000.000 1,586,361 
100,000,000 1,771,444 
70.000.000 743.886 

100.000.000 181.667 

P f i ,  
Dale From 

(0 (9) 

- 

FERC FORM NO.. 1 (ED. 12-96) Pase 257.,1 

-- 
331.000,OOO 34,872,646 1 

1 
1 
1 
1 
1 
1 
I 
1 
I 
2 
2 
2 
2 
2 

2 
2 

2 
2 
i 

- 

_____- 

------".___. 





Name of Respondent This Report is: 
(1) X An Original 

Kentucky UllliUes Company (2) -A Resubmission 

(1) Per instruction 9 concerning the treatment of unamortized debt expense, premium or 
discount - Debt premium and expenses are being amortized over the lives of the related 
issues. 

(2) As of December 31, 2007, the Company had no interest-rate swap agreements in effect 

(3) In February 2007, Kentucky Utilties Company (W) completed a series of financial 
transactions impacting its secured debt. The $54 million Pollution Control Series 10 bond 
was refinanced and replaced with a new unsecured tax-exempt bond of the same amount 
maturing in 2034. 
intercompany loan totaling $53 million from FideLia Corporation 

KU had no outstanding interest rate swap agreements at December 31, 2007 The interest 
rate swap was terminated in February 2007, when the underlying debt was defeased. 
conjunction with the defeasance, the Company terminated the related interest rate swap. 
Fidelia Corporation also agreed to eliminate the second lien on its two secured loans. 

All of KU's first mortgage bonds were released and terminated in February 2007. 
tax-exempt pollution control revenue bonds issued by the counties remain. 
terms of the remaining tax-exempt bonds, the first mortgage bonds were cancelled and the 
underlying lien on substantially all of KO's assets was released following the completion 
of these steps. 
reporting under the Securities Exchange Act of 1934. 

(4) In May 2007, KU issued two new variable rate Pollution Control bonds: County of 
Carroll 2007 Series A, due February 1, 2026 for $17,875,000 and County of Trimble 2007 
Series A, due March 1, 2037 for $8,927,000. 

(5) 
corporation: 

The $53 million Series P bond was defeased and replaced with an 

In 

O n l y  the 
Pursuant to the 

KU no longer has any secured debt and is no longer subject to periodic 

During 2007, the Company executed six additional long-term loans with Fidelia 

Date of Report Yeadperiod of Report 
(Mo, Da, Yr) 

/ I  2007/Q4 

Amount Interest Rate I Date Issued Maturity Date 
S 53,000,000 5 "  69% 02/07/2007 02/07/2022 

- 
FOOTNOTE DATA 

$ 75,000,000 5 86% 03/30/2007 03/30/2037 
$ 50,000,000 5.989; 06/20/2007 06/20/2017 
$100,000,000 5 96% 09/14/2007 09/14/2028 
$ 70,000,000 5.71% 10/25/2007 10/25/2019 
$100,000,000 5 45% 12/20/2007 12/19/2014 

[Schedule Page: 256 Line No.: 23 Column: i 

Total Account 427000 - 427199 $ 14,006,426 

Total Account 427202 (328,589) 

Subtotal 13,611,837 

Total, Account 430003 

Total 

34,822,646 

$ 48,500,483 

II_  ̂

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 



Name of Respondent T:,'" R ? r t  IS: Dale of Report YearIPeriod of Report 

Kentucky Utilities Company End of Z007/(14 An On'ginai (Mo. Da. Yr) 
12) n A  Resubmission 

1, Repart the remnciiialion of reported net Income for (he yearwith laxable inmme used in compubing Federal income lax accruals and show 
compulation of s u d  tax accruals. Include in lhe reconctltalion. as far as practicable. lhe Same detail as furnished on Schedule M.1 of lhe iax r e l u m  tor 
the year, Submit a reconciliation even though here is no bxable inmrne for lhe year. lndicale clearly lhe nalure of each reconclllng amount 
2. If (he uliiity is a member of a group which files a consolidaled Federal tax relurn. reconcile reported net income with taxable net income as i f  a 
separate return were lo be field. indicating. however. lntercnmpany amounts to be eliminaled in such a consoiidaled return. State names of group 
member, tau assigned to each group member, and basis of allocalion, assignment. or shan'ng of the consolidated lax among lhe group members. 
3. Asubslitule page, designed lo meet a particular need of a company. may be used as Long as Ihe data Is Mnsistent and meeb lhe requirements of 
the above instructions For electronic reporting purposes complete Line 27 and provide Ihe substitute Page In the contexl of a footnote 

NO1 DedJc!ed for Relurn 

17 I I 
18 I 

20 (See Footnotes B a r  

- $q 
** I 
G I  

22 
23 
24 
25 

34 
35 
36 
31 
38 
39 
40 
41 
42 
43 
44 

-- 



Name of Respondent 

Kentucky Utililies Company 

___ 
chedule Page: 261 Line No.: 5 Column: b I 

tontributions in Aid of Construction 1,300,000 
Customer Advances for Construction 830,470 

This Report is: Date of Report YearlPeriod of Report 
(1) &An Original (Mo, Da. Yr) 
(2) -A Resubmission I /  2007/Q4 

2,130,470 ________-_ _ _ _ _ _ _ _ _ _ _  
kchedule Page: 261 Line No.: 10 Column: b I 
Federal Income Taxes: 

utility operating Income 27,762,416 
Other Income and Deductions 88,667 

Pensions 3,853,558 
SFAS 106 (Postretirement) 509,094 
Investment Tax Credit 42,566,647 
Capitalized Interest 29,953,000 
Loss on Reacquired Debt-Amortization 153,525 
OMU Excess Amortization 1,280,704 
Over/Under Collections - VA 2,931,514 
Amortization of Regulatory Expenses 1,832,081 
MISO Exit Fees 3,931.,171 
Environmental Assessment 1,000,000 
Storm Damages 791,604 
Non-Deductible Expenses 457,920 
Penalties 
Other 

1,000,000 
1,242,766 

119,354,667 
- .. . - - - I - - - - 

- 
bchedule Page: 261 Line No.: 15 Column: b 
Equity in Subsidiary Earnings - EEI 17,120,000 
Fuel Adjustment Clause KY & VA 5,096,221 
Amortization of Investment Tax Credit 591,310 

22,807,531 _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ - - _ _  
/Schedule Page: 261 Line No.: 20 Column: b - w 
 ax over Book Dewreciation, Net 6,515,000 
Repair Allowance 955,807 
Cost of Removal 7,111,000 
Air Emission Fees 905,944 
Merger surcredit 691,944 
SFAS 112 (Post Employment) 900,521 
Current State Income Tax 4,392,271 
Provision for Deferred Income Taxes 6,093,859 

4,958,781 
2,127,705 
1,883,051 
8,032,401 
2,287,318 

EEI Investment 
AFUDC 
Life Insurance 
IRC 199 Manufacturing Deduction 
Other 

46,855,602 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 1 



This Report is: Date of Report YearlPenod of Report 
( I )  B A n  Original (Mo, Da. Yr) End of 2007tQ4 
121 n A  Resubmission Kentuay Utilities Company 

3 FICA 436,200 
4 FIN48 
5 
6 Kentucky: 
7 Income 4,945,220 
8 Public Service Commission 
9 Sales & Use 244274 

10 AuLO License 
11 
12 Federal & KenlucQ: 
13 Unemployment insurance 31,908 
14 
15 Kentucky & Local: 
16 Property Taxes 11,128,630 
17 Miscellaneous 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

~~~ ~ 

41 TOTAL 5,483,045 

FFRC FORM NO. 1 IED,. 12-961 

5,198228 5,137.011 
456,000 

12,850,753 16,692,123 
832,348 1,727606 1.790.516 

3,266,314 2,892,280 
139.615 139,615 

99,170 94,311 

10,984,271 15,657,047 
18,793 

- 

~ _~ - 
I__- 

832.348 61,794,411 63.251.157 

Pam 262 



Name of Respondent 
Kentucky Utitilies Company 

-..- -3 -I_ 
TAXES ACCRUED. PHEPAID AhD CHARGED DURING YFAR (Conlmued) -- - 

, 5  If any tax (excl.de Federal and S e l o  income taxes). COVEIS more Inen one year. show Ine required informaUon separalety for eacn tax year. 

This Re ort Is: Date of Report YeadPericd of R e p o r t  
Endof , 2007/Q4 (1) dfi.. Original 

(2) n A Resubmisslon / /  
(Mo. Da, Yr) 

idenbfying Ihe year in column (a) I' 6. Enter all adiushents of the accrued and prepaid lax accounts in column (1) and explain each adlushent in a foot- note. Designate debit adjustments 

BALANCE AT END OF YEAR 
(Taxes aCCNed Prepaid Taxes 

I 

(Ind in Account 165) 
(h) 

by parentheses, 
7. Do not include on this page enlries with respect to deferred inmme taxes or taxes collected through payroll deductions or othenm'se pending 
transmlttal of such taxes to the tadng aulhority. 
8 Report in columns (i) through (I) how the taxes were distributed. Report in column (I) only Ihe amounts charged to Accounts 408 1 and 409 ,I 
pertaining to elechic operations Report in column (I) the amounts charged to Accounts 408..1 and 109 1 pertaining to other utiiity departments a n d  
amounts charged to Accounts 408.2 and 409 2. Also shown in wtumn (I) the taxes charged to utility plant or other balance sheet accounts 
9, For any tax apportioned to more than one utility department or account. state in a fwlnote Ihe basis (necessity) of apportioning such tax 

DlSTRlBUTtON OF TAXES CHARGED Line 
Other No (Account408 1,409 1) (Account409 3) Earnings (Account4391 

I I i 

Electric Extraordinary Items Adjustments to Ret 

0 )  0) (k) (1) 

- 
27,762,416 -708,755 : 

497,417 5.717.315 -519.087 : 
456,000 456,000 

..i~~.~.~.~.ip(--.---.~.--- 1 

l ~ ~ ~ ~ ~ ~ ~ , ~ ~ ~ ~ ~ ~ ~ 9 ~ ~ ~ ~ ~  

! 

I 

1,103.850 13,060,218 -209.465 ' 

895,258 1,727.606 i 

3,266,314 ! 

139.61 5 11 
618.308 

36,767 I 179,964 I -80,7941 1 

6,455,8541 

I-' I 1 1  I "  

10,864,407 I 119,8641 1 

I I I 

2 
29 
30 

31 
32 
33 
34 
35 
36 

37 
38 
39 

- 

- 

1 2  

FERC FORM NO. 1 (ED. 12-96) Page 263 

1 2  
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Name of Respondent 

Kentucky Utilities Company 

kchedule Page: 262 Line No.: 1 COhnfl: a I 
Page 117 

This Report is: 
(1) 1?( An Original 

Date oTReport Yeadperiod of Report 
(Mo, Da, Yr) 

(2) - A  Resubmission I 1  2007lQ4 

Segregation of Other 

Federal : 
Income 
FICA 
FIN 48 

Kentucky : 
Income 
PS c 
6% Use 
Auto License 

Federal & Kentucky: 
Unemployment Ins 

Kentucky & Local: 
Property Taxes 
Miscellaneous 

col 1 
other 

(708,755) 
(519,087) 
456,000 

(209,465) 

3 ~ 266,314 
139,615 

(80,794) 

119,864 
69,008 

Oth& Inc & 
Deductions Other 

408.2 - 409.2 Accounts 

88,667 (797,422) 
(519,087) 
456,000 

(183,5851 (25,880) 

3,266,314 
139,615 

(80,794) 

11,004 108,860 
69,008 _ _ _ _ - - _ -  - " - -  

Total 2,532,700 (83,914) 2,616,614 

Reconciliation to page 114, line 14: 

Other: 
Electric Total 59,261,711 
Less Federal (27,762,416) 
Less State (13,060,218) 

____.___ __-.  
18,439,077 

chedule Page: 262 Line No.: 2 Column: g = 
!he balance of ($5,097,780) for Federal income taxes accrued at 12/31/07 reflects an 
overpayment of Federal income taxes 

I _I__- 

Page 450.1 IFERC FORM NO. 1 (ED. 12-87) -" 



31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

44 
45 
46 
47 
48 

~ 

1 

1 

1 

--- 

r 

EEPr EnRM Nn i 1Fn iO.R9I  Pam 266 



Dale of Report 
(Mo. Da. Yr) 

YearIPeriod of Report 
End of 2007/Q4 

121 n A  Resubmission I 1  ._, u~ ~~~ 

Kentucky Utilities Company 
I I 

ACCUMULATED DEFERRED INVESTMENT TAX CREDtTS (Accounl255) (continued) 





This Re ort Is: 
(1) d A n  Original 

Dale of Report 
(Mo, Da. Yr) 

Name of Respondent 

Kentucky UUlities Company (2) T?A Resubmission / /  

YearlPeriod of Report 
End of 2007/Q4 

DescripUon and Other Balance at DEBITS Line 
hl" Deferred Credits Beginning of Year contra I Amount Credits 

Balance at 
End of Year  ,."., 

I 
2 

(9 
Account 

(a) (b) (C) (d ) (e) 
Brown CT Long T e n  Service 
Agreement 3,018.272 107,232,553 1,533.787 6,153,740 7.638.225 

s 
6 
7 
8 
9 

I O  

11 
12 

University of Kenlucky Center f O i  

Applied Energy Research Grant 220.568 232.426.1 250,000 29,432 

Demand Side Management ~ 

Refundable Costs 

OMU ~ Excess Bond Funds 2,129,688 232,253,555 10.282.951 8,153,263 

1,914,614 186 1,084,713 974,763 1,804,664 __ 

18 

19 
20 
"4 

24 
25 
26 

27 
28 
29 
30 
31 
11 

Def. Renl Payable 
(Au9-06 lo Jul-23) 186,931 1,471 13.493 12,022 

I *'-I ~ -- 
33 
34 
35 
36 
37 
38 

- 

- - 



Name of Respondent 
Kentucky Utililies Company 

Account 

This Re ort IS: Dale of Report YearlPerIod of Report 
(1) &An Original (Mo. Da. Yr) End of 2007/Q4 
(2) n A  Resubmission I /  

I Balance at 
Beginning of Year Amounts Debited Amounts Credited 

lo Accaunt410 1 lOAccounl411.1 

5ITOTAL (EnterTotal of lines 2 VIN 4) 291,427,195 32,059,651 I 34,034,632 

I NOTES 



Name 01 Respondent 
Kentucky LJtiiiUes Company 

3 Use footnotes as required 

I 

This Re ort Is: Date of Report YeadPeriod 01 Report 
(1)  dh Original End of 2007/Q4 (Mo. Da. Yr) 
(2) O A  Resubmission / /  

CHANGES DURING YEAR ADJUSTMENTS 

Amounts Debited Amounts Credited Debits Credits 
LoAcwunt410.2 toAccount411 2 Account Amount Account Arnounl 

I Balance at Line 
End of Year No. 

ti) 1k1 
Debiled 

Ihl 
Crg$ed 

le\ 

3,69580 5.750,70 291,507,ll E 

NOTES (ConUnued) r 

FERC FORM NO. 1 (ED,  12-96) Pago 275 



This Re ort Is: Dale of Report YsarlPeriod of Report 
(1) $jii.l Original (Mo. Da. Yr) End of 2007/Q4 

Kentucky Utilities Company (2) I?A Resubmission / I  , c I 1  

.- ACCUMJLATED DEFFERED INCOME TAXES -OTHER (Account 283) .__ 
for below concernlng the respondent's accoLnting for deferred income taxes relating to amOUntS 

recorded in Account 283 

59  7: 

I 9ITOTAL Electric rota1 of lines 3 lhru 8 )  I 32,404,0731 4,131,3081 3,380.3 

I I I I 
12 

13 

14 

15 I I I 



This Re oll Is: 
(1) d A n  Original 
(2) n A  Resubmission 

End of 2007/04 
Name of Respondent 
Kenlucky tllilllies Company . .  1 I I - 

ACCUMLLATED DtFERHED INCOME TAXES - OTriER (Accounl283) (ConlinJed) -- -- 
(3. Provide in the space below explanations for Page 276 and 277 Include arnounls relaring lo lnsignllicanl itenis listed unaer Other 
/4., lJse footnotes as required 

3,957,556 4 

3,529,693 5 

10,742,362 6 
5 . 7 7 R 8 6 1  7 

13 

14 

15 

16 

297,529 8.106 16,254 6,471,976 22 
23 

__ 
NOTES (Conllnued) 

FERC FORM NO. 1 (ED. 12-961 P a m  777 





Name of Respondent 

Kenlucky Uliiilies Company 

bchedule Page: 276 Line No.: 8 Column: b I 
Beainnins Balance: 

This Report is: Date of Report Yeadperiod of Report 
(1) & An Original (Mo, Da, Yr) 
(2) - A  Resubmission / I  2007W4 

- - -  - 
Regulatory Expenses 
Storm Damages 
SFAS 1 0 9  Regulatory Tax Adjustments 
Other 

712 ,679  

1,694,130 
233,756 

769, 828 

3,410,393 

various 

,&dule Page: 276 Line No.: 8 Column: d 
Credit Change Account 411.1:  
Remlatorv Expenses 88,398 
storm Damages- 
Other 

307,934 
387 ,011  

783,343 
_ _ - - - _ _ _ _ _  
_ - _ _ _ _ _ _ _ _  ------____ 

ISchedule Page: 276 Line No.: 8 Column: h I 
Debit Adjustments: 
SFAS 1 0 9  Requlatory TaX Adjustments 383,190 . _- _ -_ _ _  _ - ----- _ - - _ 
(Schedule Page: 276 Line No.: 8 Column: j --1 
Credit Adiustments: 
SFAS 1 0 9  Regulatory Tax Adjustments 

bchedule Page: 276 Line No.: 8 Column: k 
Ending Balance: 

768,268 ___-_ - -__ - - -_____  - 

Regulatory Expenses 624 ,281  
storm Damaqes 461,894 
SFAS 109  Regulatory T ~ X  Adjustments 
Other 

2,079,208 
(266,806) 

-----____I- 

2,898,577 
=========== 

[Schedule Page: 276 Line No.: 18 Column: b 
Beginning Balance: 
EEI Investment 6,320,585 

-- - - - _ - - _ _ _-- ___- - 
Page: 276 Line No.: 18 Column: e 

- 
Debit Change Account 410 2 :  
BEI Investment 1,928,966 

I 
- 

!Schedule Page: 276 Line No.: 18 Column: k 
Ending Balance: 
EEZ Investment 8,249,551 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 I 





Name of Respondent 
Kentucky Ulililles Company 

R g r l  is: Dale of Report YeadPeriod of Report 
End of 20071Q4 (Mo, Da. Yr) An Original 

(2) n A  Resubmission / I  

31 

32 

33 
34 
35 
36 
37 

38 
39 

40 

applicable. 
2. Minor items (5% of the Balance in Account 254 at end of period, or amounts less than $50,000 which ever is less), may be g r o u p e d  
by classes., 
3. For Regulatory Liabilities being amortized, show period of amortization. 

Line Description and Purpose of 
No. 

Balancs at Begining DEBITS Balance at Enc 

QuarlerlYear 
of Current of Currenl Olher Regulatoiy tiabilities Amount Credlts QuarleriYear 

(a) (b) (C) (d) (e) (0 
1 SpamParb 1,165,311 184.61502.514 73.9811 101,MS 1.272,41 
2 SFAS t09 -Income Taxes 31,5414,950 1901282 7,516,006 5,037,324 29.036.21 
3 Asset Retitemenl Obligation .. Eledric 1.918.669 252.192 2,170,81 

4 MISO Shedule 10 Charges 1.310.392 3,931,171 5.241.51 

5 

6 

7 

8 

9 
lo  
11 

12 

13 

14 

15 

16 
17 

18 
19 

20 
21 

22 

23 

24 

25 

26 
27 

28 
29 

30 

.- 

.- 
-- 

I__ 

- 

- 

, 
31 

32 

33 
34 
35 
36 
37 

38 
39 

40 

FERC FORM NO. 1/3-Q (REV 02-04) Page 278 



YearlPeriod of Report  
(Mo. Da. Yr) End of 20071Q4 

This Re ort Is: 
(1) &An Original 
(2) n A  Resubmission I 1  

Dale of Reporl ne oiResponden1 
ntucky Utilities Company 

26 

27 

ELECTRIC OPERATING REVENUES (Acmunl400) 
hc rollowing inSLN&nS generally apply IO the annual version of Ihese pages, OD not rep& quarierly dab In wiumns (c). (e), (0. and (a), Unbilled levenues and MWH 
Led 10 unbilled revenues need not be reporled separately as required in Ihe annual VerBion of h s e  page5 
?sport below operaling revenues for each prssaibsd acmlml. and manulaclured gas revenus in lata1 
?spar( number orcurlorners. columns (0 and (g). an the basis afmctcs, in addiliao lo UIB number of nal rale amunls: excepl lhalwhere separale mclerreadings are added 
ming ~ U ~ ~ O I C E .  one cusbmer should be counled for each gmup of melew added. The -avorage numberolcuslomes means Uie avervge of twelve Sgurer al the close of 
h monlh 
lincreases or decreases from previous period (columns (cl.(e), and (9)). are no1 derived fmm previousiyieporied figures. explain snyinwnrlslenu'es in B foolnote 

__ 
TOTAL Other Operating Revenues 7,260,512 20.362.46 

TOTAL Eieclric Operating Revenues I .272,54a,w 1.210.019,28 

4 Smaii (or Cornm.) (See lnslr,. 4) 293,558,4271 261,749,381 

5 Large (or Ind ,) (See inslr. 4) , ~ ? ~ : ~ ~ ~ ~ ~ ~ " ~ ~ ~ ~ 3 ~ ~ ~ ~ ~  F.? . . ~ ~ , ~ ~ ~ ~ ~ ~ ~ , ~ ~ ! ~ ~ , ~ ~ ~ = ~ ~  285,561.72 
fi (444) Public Street and Hiohriav Lishtins 9.371.0141 8.539.351 

172.722.12 

23 (457 I) Regional Control Service Revenues 

24 i(457.2) Miscelianeous Revenues I I 

:RC FnRM N l l  1 I B - O  (REV 12-03 Paae nnn 



Name of Respondenl 
Kenlucky Utilities Company 

This Re or! Is: Dale of Report YeadPenod of Report 
End of 2007lQ4 (1) p j A n  Original 

(2) n A  Resubmission / /  
(Mo, Da. Yr) 

MEGAWATT HOURS SOLD AVG.,NO. ClJSTOMERS PER MONTH Line 

FERC FORM NO. 1/34 (REV 1265) Page 301 

19 584,464 

3.640.408 

23 224 872 

I 

527.907 1( 18.696.573 533,512 

4,457,582 51 41 1 

23,148,155 533 563 527948 1: 

23,224,072 

~ ~ _ _  
1: 

23,140,155 533,563 527,946 1‘ 





Name of Respondent This Report is: Date of Report 
(Mo, Da, Yr) (1) X An Original 

Kenlucky Utilities Company (2) -A Resubmission I /  

chedule Page: 300 Line No.: 5 Column: b 
karge category includes Industrial Lighting and Mine Power accounts. 

J 

Yeadperiod of Report 

2007/Q4 

Industrial Sales 
Mine Power 
Total Large (or Industrial) 

S258.005.472 
$ 45,217,810 
$303,223,202 

chedule Page: 300 Line No.: 5 Column: d 
karge category includes Industrial Li.ghting and Mine Power accounts. 

Industrial sales 
Mine Power 
Total Large (or Industrial) 

5,434,943 
838,195 

6,213,138 MWH 

ISchedule Page: 300 Line No.: 7 Column: b 
(Other category includes Other Sales to Public Authorities and Municipal Pumping accounts. ’ 
Other Sales to Public Authorities 
Municipal Pumping 
Total Other Sales to Public Authorities 

$83,171,460 
$ 4,459,952 
$88,231,412 

chedule Page: 300 Line No.: 7 Column: d 
kther category includes Other Sales to Public Authorities and Municipal Pumping accounts, ’ 
Other Sales to Public Authorities 
Municipal Pumping 
Total Other Sales to Public Authorities 

1,556,493 
78,013 

1,634,506 MWH 

ISchedule Page: 300 Line No.: 21 Column: b 
AS a result of the Company exiting the MISO, a reclassification of the MISO administrativd 
revenues from Other Operating Revenues to a Regulatory Liability was required. 

!his value contains iinbilled revenue of $17,152,000 and accrued revenues of $2,321,707. 
The accrued revenues represent the following: 

Energy Revenue Accrual $ (2,531,514) 
FAC Accrual $ 4,190,000 
ECR Accrual $ 906,221 
MSR Accrual $ 196,000 
W T  Accrual $ (39,000) 
Total Accrual $ 2,321,707 

chedule Page: 300 Line No.: I Column: $ ’ 

kchedule Page: 300 Line No.: 1 Column: MWH 
Unbilled revenues related to 17,924 MWH represents the net change of unbilled MWH from th! 
previous period and could be positive or negative 

-_ 
IFERC FORM NO. 1 (ED. 12-87) Page 450.1 



Name of Respondent 
Kentucky Utilities Company 

L 
. ,  I I I 

SALES OF ELECTRICITY BY RATE SCHEDULES 

2;:'" Regirt Is: Date of Report YearlPeriod of Repor t  

(2) n A  Resubmission I /  
n Original (Mo. Oa, Yr) End of 2007IQ4 

1. Report below for each rate schedule in effect during the year the MWH of eiectridty sold. revenue, average number of cuslomer, average K w h  per 
customer, and average revenue per Kwh, excluding dale for Sales for Resale which Is reported on Pages 310-31 l,, 
2, Provide a subheading and tolal for each prescribed operating revenue acmunt in the sequence followed in "Electric Operating Revenues,' P a g e  
300.301, If the saies under any rale schedule are classified in more than one revenue account. List the rate schedule and sales data under each 
applicable revenue acwunl subheading 
3,. Where the same cu51omers are served under more than one rale schedule in the same revenue account classlficalion (such as a general residential 
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule shouid denote the duplication in number of reportec 
customers 
4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year  (12 
If ail blliings are made monthly). 
5. For any rate schedule having a fuel adJuslment clause Slate in a fwlnote the estimated additional revenue bliied pursuant thereto 
6 Reoort amount of unbilied revenue as of end of year for each applicable revenue account subheadins. 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

41 
42 
43 

FERC 

- 

- 

- 
.- 

Unbiiled & Other Accruals 11,980 8.045.158 0.67 

Total for Account 440 6,846.775 430.071.777 439,068 15,594 0.06: 

TOTAL Wiled 19,56654 1,104,982,206 533.514 36,674 0.05 

TOTAL 19,584,464 1,124,455,912 533,51 36.70 0 05 
Total Unbilled Rev.(See InSb. 6) 17,924 19,473.706 c( cl 1.08 .-..___ 

FORM NO. 1 (ED. 12-951 Page 304 



Name of Respondent 
Kenlucky Ulilities Company . .  I I 

SALES OF ELECTRICITY BY RATE SCHEDULES 

I . ,  Report below for each rate schedule in effect during the year lhe MWH 01 electricity sold, revenue, average number of Customer. average IKwh per 
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-31 I., 
2 ,  Provide a subheading and tomi for each prescribed operaling revenue acwunt in Ihe sequence followed in "Electric Operating Revenues," Page 
300.,301. If h e  sales under any rale schedule are classikd in more lhan one revenue acwunt, List the rale schedule and sales dala under each 
applicable revenue account subheading 
3. Where lhe same customers are served under more lhan one rate schedule in the same revenue account ciassikation (such as a general residential 
schedule and an off peak water heating schedule), the entries In wlurnn (d) for Ihe special schedule should denote lhe duplication in number of reported 
cuslomerS 
4, The average number of cuslomers should be the number of bills rendered during !he year divided by !he number of billing periods during Ihe year (12 
if all billings are made monhly), 
5., For any rate schedule having a fuel adjustment clause slate in a loolnole lhe estimated addilional revenue billed pursuant thereto 
fi Renort amount of unbliied revenue as of end of Year for each applicable revenue account subheading. 

This Report Is: Date of Reporl YearlPeriod of Report 
Endof , 2007/Q4 (1) [IIIAn Original (Mo. Da, Yr) 

12) m A  Resubmission / I  

L I  

22 
23 
24 
25 
26 
27 
28 
29 
30 

31 
32 
33 
34 
35 
36 
37 
38 
39 Unbllled & Olher Accruals 3,452 10,237,107 2.9656 

- 

I 

40 Total lor Acwunt 442 11,046,728 596,781,709 84,993 129.972 0.0540 

0.0565 41 TOTAL Biiied 19,566.54C 1,104.982.206 
42 Total Unbilled Rev.(See Instr. 6) 17,924 19,473,706 1.0865 
43 TOTAL 19,584,466 1.124.455,912 533,51d 36.70i3 0 0574 

533.514 36.674 - 
c( 4 

FERC FORM NO. 1 (ED 12-95) Page 3041 



This Re art is: 
(1) $jAn Original 

Name of Respondent 

(2) U A  Resubmission 1 Kenlucky Utilities Company 

10 
11 
12 
4.7 

YearlPeiiod of Report 
Endof - 2007/Q4 

Date of Report 
(Ma, Da, Yr). 

I /  

I.3 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 Unbiiled & Other Accruals 114 79.706 0 699. 
40 Total forAccount444 56.455 9.371.014 1,503 37.562 0 1660 

I._- 

___------ 

- - 

41 
42 
43 

1 1 "__ 

TOTAL Billed 19.566.540 1,104,982,206 533.514 36.67q 0.0565 

TOTAL 19.584.464 1.124.455.912 533.51 36,70E/ 0.0574 
Tolai Unbilied Rav.(See Instr. 6) 17.924 19,473.706 cl CI 1.0865 

- 



- 
Name of Respondent This Report Is: Date of Report YearlPeriod of Repor t  

Kentucky Utilities Company 121 n A  Resubmission 
End of 2007lQ4 (Mo. Oa, Yr) (I) a A n  Original 

38 
39 
40 

41 
42 
43 

Unbilled 8 Other Accruals 2,378 1,111,735 0.4675 
Total for Account445 1,634,506 88.231.41 2 7.948 205.650 0.0540 

TOTAL Billed 19.566340 1.104,982,206 533.513 36.67: 0.0565 

19.584.4641 1,124,455,912 533.514 36.709/ 0.0573 TOTAL 

._ 

Total Unbilled Rev.(See Inslr. 6) 17.924 19,473,706 al C '1.0865 

_. 



Name of Respondent This Report is: Date of Report 
(Mo. Da, Vi) (1) X An Original 

Kenlucky Utilities Company (2) -A Resubmission / I  

bchedule Page: 304 Line No.: 2 Column: c w 
Includes Fuel Adjustment Clause of $40,304,981. 
chedule Page: 304 Line No.: 3 Column: c 

tncludes Fuel Adjustment Clause of $92. 
bchedule Page: 304 Line No.: 4 Column: c 
Includes Fuel Adjustment Clause of $162,598. 

Lumber of duplicate customers included on: 
Line 4 40,257 
Line 7 3 
Line 9 4,423 
[Schedule Page: 304.1 Line No.: 2 Column: c 
Includes Fuel Adjustment Clause of $11,074,823. 
bchedule Page: 304.1 Line No.: 3 Column: c 
Includes Fuel Adjustment Clause of $ 5 0 .  

Includes Fuel Adjustment Clause of $159,505. 
bchedule Page: 304.1 Line No.: 5 Column: c 
Includes Fuel Adjustment Clause of $312,169. 
bchedule Page: 304.1 Line No.: 6 Column: c I 
Includes Fuel Adjustment Clause of $1,381,807. 

chedule Page: 304.1 Line No.: 7 Column: c 
kncludes Fuel Adj-ustment Clause of $31,212,431. 
bchedule Page: 304.1 Line No.: 8 Column: c 
Includes Fuel Adjustment Clause of $20,719,082. 
/Schedule Page: 304.1 Line No.: 9 Column: c 
Includes Fuel Adjustment Clause of $1,149,429. 
\Schedule Page: 304.1 Line No.: I O  Column: c 1 
Includes Fuel Adjustment Clause of $2,348,121. 

Includes Fuel Adjustment Clause of $2,375,982. 

Number of duplicate customers included on: 
Line 5 17,619 
Line 12 2 
Line 13 2 
Line 15 681 
Line 17 1 
[Schedule Page: 304.2 Line No.: 2 Column: c 1 
Includes Fuel Adjustment Clause of $21,933. 
bchedule Page: 304.2 Line No.: 3 Column: c 
Includes Fuel Adjustment Clause of $77. 
pchedule Page: 304.2 Line No.: 4 Column: c I 
Includes Fuel Adjustment Clause of $286,649. 
[Schedule Page: 304.2 Line No.: 5 Column: c 
Includes Fuel Adjustment Clause of $44,796. 
/Schedule Page: 304.2 Line No.: 8 Column: d 
Number of duplicate customers included on: 

Schedule Page: 304 Line No.: I O  Column: d -7 

bchedule Page: 304.1 Line No.: 4 Column: c - 

[Schedule Page: 304.1 Line No.: I1 Column: c 2 
[Schedule Page: 304.1 Line No.: 18 Column: d -7 

Yeadperiod of Report 1 
2007/Q4 

7 _______ ~ _ _ . -  _. Line 3 3 

Includes~Fuel Adjustment Clause of $14,656. 
m u l e  P a ~ 3 0 4 . 3  -Line_No.: 2 Column: c - ._I 

chedule Page: 304.3 Line No.: 3 Column: c 
tncludes Fuel Adjustment Clause of $3,435. 
bchedule Page: 304.3 Line No.: 4 Column: c 

IFERC FORM NO. I (ED. 12-87) Page 450.1 



This Report is: 
(1)  X An Original 

Date of Report 
(Mo, Da, Yr) 

Kentucky UliliBes Company l(2) -A  Resubmission I I /  I 2007lQ4 
FOOTNOTE DATA 

YearlPeriod of Report 

Includes Fuel Adjustment Clause of $854,515. 
bchedule Page: 304.3 Line No.: 5 Column: c 
Includes Fuel Adjustment Clause of $663,122. 
ISchedule Page: 304.3 Line No.: 6 Column: c 1 
Includes Fuel Adjustment Clause of $39,376. 
bchedule Page: 304.3 Line No.: 7 Column: c 
Includes Fuel Adjustment Clause of $5,723,618. 
ISchedule Page: 304.3 Line No.: 8 Column: c 1 
Includes Fuel Adjustment Clause of $3,153,129. 

chedule Page: 304.3 Line No.: 9 Column: c 
tncludes Fuel Adjustment Clause of $737. 
Schedule Page: 304.3 Line No.: 16 Column: d 
Lumber of duplicate customers included on: 
bine 6 2026 
bine 13 220 

1 
1 

[FERC FORM NO. 1 (ED. 12-87) Page 450.2 



Name of Respondent 
Kenlucky Utilities Campany . .  - ' S A G S  FOR RESALE (Account 4i7) 
1. Report all sales for resale (iie,., sales to purchasers other than ultimate consumers) transacted on a settlement basis other t h a n  
power exchanges during the year,. Do not report exchanges of electricity ( i.e.. transactions involving a balancing of debits and credits 
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported or1 the 
Purchased Power schedule (Page 326-327),. 
2, Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote an 
ownership interest or affiliation the respondent has with the purchaser. 
3,. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as foliows 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the  
supplier includes projected load for this service in its system resource planning) in addition, the reliability of requirements service mus 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 
LF I for tong-term service. "Long-term" means five years or Longer and "firm" means lhat service cannot be interrupted for ecoriornic 
reasons and is intended to remain reliable even under adverse conditions (e.9.. the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service) This category should not be used for Long-tenn firm Service which meets the 
definition of RQ service. For all transaclions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm sarvice. The same as LF service except that "Intermediate-term" means longer than one year but Less 
than five years 
SF - for short-term firm service, Use this category for aii firm services where the duration of each period of commitment for service is 
one year or less, 
LU -for Long-term service from a designated generating unit, "Long-term" means five years or Longer, The availability and reliability o 
service. aside from transmission constraints, must match the availability and reliability of designated unit. 
IU -for intermediate-term service from a designated generating unit,, The same as L.U service except that "intermediate-term" means 
Longer than one year but Less than five years 

I 

7;;'" Re& Is: Dale of Report YearlPenod of Report 
End of 2007lQ4 

12) I 1 A  Resubmission I !  
n Original (Mo, Da. Yr) 

FFRC FORM NO. 4 (ED. 32.901 Pane 310 



Name of Respondent 
Kentucky Utilities Company 

I 1,581,503 I 51,004,300 I -15S,777 I 50,844.523 1 

This Re art Is: Dale of Report YearlPeriod o i  Repor t  
(1) $An Original End of 2007tQ4 (Mo. Da, Yr) 
(2) [ 7 A  Resubmission I 1  

3,640,408 30,147,988 99,314,471 11,370,016 140,832,475 

FERC FORM NO. 1 (ED.. 12.901 Page 311 



Name of Respondent I;";" R r t  Is: Date of Report x An Original (Ma. Da, Yr) 
Kentucky Utilities Company (2) O A  Resubmission / /  

YearIPeriod of Repor t  
End of 2007tQ4 

Avera e Actual Demand (MW) 
Monthly!illing vera e Average 

Name of Company or Public Aukhorlty slatiSUcai FERC Rate 
Classlfl- Schedule or 

NO (Footnote Affiliations) cation Tanff Number Demand (MW) Monlh(: NC8 Demant Monthly CP DemanG 
(a) (b) (C) ( 4  (e) (0 

1 Clty of Bardwell RQ 186 2 2 2 

2 City of Benham RQ 187 2 2 1 
- 

3 Clty of Berea RQ 197 25 25 25 

4 City of Corbin RQ 188 16 16 16 

5 City of Falmoulh RQ 189 4 4 3 

7 City of Madisonville-East RQ 194 8 9 7 

9 Clly of Madisonville-Hosp. Sub RQ 161 9 I O  8 

10 City of Madisonviile-McCoy Ave. RQ 162 10 10 9 

11 Clty of Madisonvilie-SlN RQ 191 9 9 8 

12 City of Madisonville-West RQ 193 13 13 12 

13 City of NicholasvilleX3 RQ 163 6 6 6 

14 Cih) of Nicholasville-#4 8 $5 RQ 198 12 12 12 

6 City of Frankfort RQ 190 133 133 130 

6 City of Madisonville-GE Sub. RQ 192 8 8 6 

I 

I _ _ ~  

Pane 310.1 

Sublolai RQ 

Subtotal non-RQ 

Total 

0 0 0 

0 0 0 

0 0 0 

__ 



Name of Respondent This Repod Is: Dale 01 Report 
(1) g A n  Original (Mo. Da. Yr) 

Kentucky Utilities Company f2\ I 1 A  Resubmission I /  , , ,  u 
SALES FOR RESALE (Account 447) (Continued) 

OS - for other service. use this categoiy only for those services which cannot be placed in the above-defined categories, such a s  all 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
years. Provide an explanation in a footnote for each adjustment., 
4. Group requirements RQ sales together and report them starting at line number one. After listing ail RQ sates, enter"Subtota1 - RQ" 
in column (a),, The remaining sales may then be listed in any order. Enter"Subtota1-Non-RQ in column (a) after this Listing., Enter 
'Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. in Column (c), identify the FERC Rate Schedule or Tariff Number., On separate Lines, List all FERC rate schedules or tariffs under  
which service, as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand In column (d), the average monthly non-coincident peak (NCP) demand in coliimn (e), and the average 
monthly coincident peak (CP) 
demand in column (Q., For ail other types of service, enter NA in columns (d), (e)  and (9, Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e)  and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain., 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in cclumn (h), energy charges in column (i), and the total of any other types of charges, Including 
out-of-period adjustments, in column (i)., Explain in a footnote all components of the amount shown in column 0). Report in column (k) 
the total charge shown on bills rendered to !he purchaser., 
9. The data in column (9) through (k) must be subtotaled based on the RCVNon-RQ grouping (see instruction 4). and then totaled on 
the Last -line of the schedule. The "Subtotal - RW amount in column (9) must be reported as Requirements Sates For Resale on Page 
401. line 2% The "Subtotal - Non-RQ amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401 ,iine 24., 
10. Footnote entries as required and provide explanations following all required data 

- 

YearlPeriod of Report 
End of 20071Q4 

MegaWalt Hours REVENUE TohI(%) Lint 
(h+i+j) Energy Charges Olher Charges Demand Charges Soid 

2,058,905 

1.581,503 

3,640,408 

30.147.988 48.310.171 11,529,793 89,987.952 

0 51,004,300 -159,777 50,844,523 

30,147,988 99,314,471 11,370,015 140,832.475 

FERC FORM NO. 1 (ED. 42-90) Page 311 1 



Name of Respondent 
Kentucky Utilities Company 

This Re orl is: Date of Report YearlPeriod of Repor t  
(1) $An Original End of 2007/Q4 (Ma. Da. Yr) 
(2) D A  Resubmission / /  

Line 
No 

1 

2 

3 
4 
5 

6 
7 
8 

9 
10 

I1 
12 
13 

Paae 310.2 

--...__ 
Avera e Aclual Demand (MW) 

Monlhly %iliing vera e Avera e I 
Name of Company or Public Aulhorily S la i i sh i  FERC Rate 

Classifi- Schedule or 
(Footnote Alfilialions) cation Tariff Number Demand (MW) -MonlhlyCP%emanr 

12 City of Nicholasvillell6 8 #8 RQ 216 14 13 

City of NicholasvillejCl RQ 217 7 6 6 

(a) (b) (C) ( 4  (e) (0 . 

City of Paris-Bourbon Heighls RQ 83 0 0 0 
City of Pans-Bourbon Trace 1 RQ 83 0 0 0 
City of Paris-Bourbon Trace 2 RQ 83 0 0 0 
City of Paris-ScolVClaysville RQ 83 8 8 3 

RQ 83 3 3 3 
City of Parisweaver 1 RQ 83 0 0 0 

City of Paris-Weaver 2 RQ 83 0 0 0 

City of Paris-Weaver 3 RQ 83 0 0 0 
Cily of Paris-Wilson Drug RQ 83 0 0 0 

City of Providence RQ 195 4 4 3 
Cilv of Providence-East RQ 196 2 2 2 

- City of Paris-Vine Slreet 

Sublotal RQ 

Subtotal non-RQ 

lo ta l  

0 0 0 

0 0 0 

0 0 0 



Name of Respondent 
Kentucky Utilities Company 

This Re ort Is: 

121 T l A  Resubmission 
1 (1) $An Original 
I . .  Y I t- 

OS - for other service use this category only for those services which cannot be placed in the above-denned categories, such a s  all 
Inon-firm service reoardless of the Lenath of the contract and service from desianated units of Less than one vear Describe the nafiire 

SALES FOR RESALE (Account 447) (Continued) 

Date of Report YearlPeFiod of Report- 
End of 2007/(14 (MO. Da. Yr) 

/ /  

I - . . . , 
of the service in a faotnole. 
AD - for Out-of-oeriod ediustment. Use this code for any accountino adiustments or "1rueuos"for service orovided in orior reoortino - .  . ----.= 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal -. RQ" 
in column (a). The remaining sales may then be listed in any order. Enter"Subtota1-Non-R~ in column (a) after this Lisling Enter  
'Total" in column (a) as the Last Line of the schedule., Report subtotals and total for columns (9) through (k) 
5 In Column (c). identify the FERC Rate Schedule or Tariff Number. On separate Lines, List ell FERC rate schedules or tariffs under  
which service, as identified in column (b). is provided., 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter t h e  
average monthly billing demand in column (d). the average monthly non-coincident peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand in column (0" For all other types of service, enter NA in columns (d). (e)  and (0. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (6O-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (0 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser., 
8,. Report demand charges in column (h). energy charges in column (i), and the tolal of any other types of charges, including 
out..of-period adjustments, in column ti), Explain in a footnote all components of the amount shown in column (j), Report in column (k) 
the btal charge shown on bills rendered to the purchaser., 
9. The data in column (9) through (k) must be subtotaled based on the ROINon-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule The "Subtotal ~ RQ" amount in column (9) must be reported as Requirements Sales For Resale on Page 
401, line 23. The "Subtotal - Non..RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401,iine 24 
10. Footnote entries as required and provide explanations following all required data. 

Total (5) Line MegaWalt Hours REVENUE I No (hti+j) 
Demand Charges Energy Charges Other Charges 

1%1 Sold 

I I I I 
2,058,905 I 30.147.988 I 48,310,171 1 11,529,793 I 

I 1,581,503 I 0 1  51,004,300 I -159.777 I 50.844.523 I 

FERC FORM NO. 1 (ED.. 12-90) Page 311 2 



Date of Report 
(MO. Da. Yr) 

Name of Respondent 
Kentucky Uliiities Company (2) O A  Resubmission I /  

1 Report all sales for resale (i.e,.. sales to purchasers other than uitimate consumers) transacted on a settlernent basis other t h a n  
power exchanges during the year. Do not report exchanges of electricity (Le., transactions involving e balancing of debits and credi ts 
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms,. Explain in a footnote ac 
ownership interest or affiliation the respondent has with the purchaser,. 
3. in coiumn (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows 
RQ - for requirements service,. Requirements service is service which the supplier plans to provide on an ongoing basis (Le., the 
supplier includes projected load for this service in its system resaurce planning),, In addition, the reliability of requirements service mu$ 
be the same as. or second only to, the supplier3 service to its own uitimate consumers. 
LF - for tong-term service. "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic 
reasons and is intended to remain reliable even under adverse conditions (e& the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service) This category should not be used for Long-term f i n  service which meets t h e  
definition of RQ service,. For ali transactions identitied as LF, provide in a footnote the termiriation date of the contract defined a s  the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term f in  service. The same as LF service exceDt that "intermediate-term" means ionaer than one vaar but Less 

Yearfferiod of Report 
End of 2007/Q4 

- 
than five years. I SF I for short-term firm service Use this cateaow for ail firm services where the duration of each period of commitment for service is _ .  
one year or less 
LU -for Long-term service from a designated generating unit "Long-term" means five years or Longer. The availability and reliability ( 
service, aside from transmission constraints, must match the availability and reliability of designated unit, 
IU -for intermediate-term service from a designated generating unit, The same as LU service except that "intermediate-term'' means 
Longer than one year but Less than five years. 

Actual Demand (MW) 
vem e Average Line Name of Company or Public Authority Std iS l iCa l  

No (Footnole Amllations) Month$ N C ~  oeman6 Monthly cp Dema 

I I SubtotalRQ I I I 01 01 

I I Subtolai non-RQ I I I 01 01 

I 1 Total I I I 01 01 



Name of Respondenl 
Kentucky Utiiities Company 

REVENUE 
Demand Charges Energy Charges Olher Charges 

,PI 1%) 
MegaWalt Hours Total ($) 

(h+i+j) Sold 

This Re orl Is: Dale of Reporl YearIPedod of Report 
End of 2007lQ4 (1) d A n  Original (Mo. 0% Yr) 

(2) D A  Resubmission / I  

I 11 I 231 I 7x1 I 4  

2,058,905 

1,581,503 

3,640,408 

_I 

89 987.952 

0 51.004.300 -159,777 50.844.523 

30,147,908 99,314.471 11,370.01 6 140.032.475 

30.147.988 48.310.171 11,529,793 

FERC FORM NO. I (ED. 12-90) Page 311 3 



This Re orl Is: Dale of Report 
(1) $An Original (Mo, Da, Yr) 

Name of Respondent 

I<enlucky Utilities Company (2) O A  Resubmission I 1  

YearlPenod of Report 
End of 20071Q4 

service, aside from transmission constraints, must match the availability and reliabiiity of designated unit. 
IU -for intermediate-tern service from a designated generating unit. The same as LU service except that "intermediate-term" means 
Longer than one year but Less than five years 

Line 
No. (Footnote Afilialions) 

Name of Company or Public Authority 
- 

Avera e Actual Demand (MW) 
Monthly8iliing vera e Avera e 

S ~ a M A  FERC Raie 
Classifi- Schedule or 
cation TariR Number Demand (MW) Montht NCJ Demand Monlhly C?Deman 

Subtotal RQ 

Subtolal non.RQ 

Total 
I 

0 0 

0 0 

0 0 



This Re ort Is: 
(1) $An Original 

Name of Respondenl 
Kentucky Utililies Company (2) C ] A  Resubmission 

. I. I monthly coincident peak (CP) 
I 

demand in column cfl For all other WPes of Service, enter NA in columns (d), (e)  and cfl Monthlv NCP demand is the maximum 

Dale of Report 
(Mo. Da. Yr) 

YearlPeriod of Report 
End of 2007lQ4 

I /  

. .  . .  
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the'metered demand during the hour (60-minute 
integration) in which the suppiieh system reaches Its monthly peak Demand reported in columns (e)  and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in cclumn (h), energy charges in column (i), and the total of any other types of charges, including 
out-of-period adjustments, in column 0)- Explain in a footnote ell components of the amount shown in column 0). Report in column (k) 
the total charge shown on bills rendered to the purchaser 
9,. 'The data in column (9) through (k) must be subtotaled based on the RQINon-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule. The "Subtotal - Rn" amount in column (9) must be reported as Requirements Sales For Resale o n  Page 
401, line 23. The "Subtotal - Non-RW amount in cOlUmn (9) must be reported as Non-Requirements Sales For Resale on Page 
401 ,$ne 24. 
10. Footnote entries as required and provide explanations following all required data 

MegaWall Hours 

(9) 

Sold 

2.886 

Lina 
(htitj) No 

142.422 142.422 ' 

REVENUE 
Total($) Demand Charges Energy Charges Olher Charges 

($1 (S) 
(h) (i) 0) (k) 
($1 

t 276 I I 15.7611 I 

I I 
1,581,503 

FERC FORM NO.. 1 (ED. 12-90) 

0 51.004.300 -159.777 50.844523 

Page 311.4 

3,640,408 30,147,988 99,314,471 '11,370,016 140,832,475 



This Re orl Is: Date of Report 
Name of Respondent (1)' &An Original (Mo, Da. Yr) 
Kentucky Utililies Company (2) C I A  Resubmission I !  

1. Report all sales for resale (Le., sales to purchasers other than ultimate consumers) transacted on a settlement basis other t h a n  
power exchanges during the year,. Do not report exchanges of electricity ( i e., transactions involving a balancing of debits and credits 
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327),. 
2, Enter the name of the purchaser In column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service,, Requirements service is service which the supplier plans to provide on an ongoing basis (i e,., the 
supplier inciudes projected load for this service in its system resource planning). In addition, the reliability of requirements service must 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 
LF -for long-term service. "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service) This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF. provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF -for intermediate-term firm service. 'The same as LF service except that "intermediate-term" means longer than one year but  Less 
than five years. 
SF - for short-term firm service Use this category for all firm services where the duration of each period of commitment for service is 
one year or less 
LU - for Long-term service from a designated generating unit, "Longterm" means five years or Longer. The availability and reliability 01 
service, aside from transmission constraints, must match the availability and reliability of designated unit 
IU -for intermediate-term service from a designated generating unit The same as LU service except that "intermediateterm" means 
Longer than one year but Less than five years. 

YearIPeriod of Report  
Endof - 2007IQ4 

~ l n e  
No (Foolnote AlfiliaUons) 

Name of Company or Public Authority Avera e Actual Demand (MW) staktical FERC Rate Monthly 
8illlns vera e Average Classili- Schedule or 

mtim Tariff Number Demand (MW) Montht NCis Demand Monthly C P  Deman 

Subtotal RQ 

Subtotal non-RQ 

Told 

0 0 0 

0 0 0 

0 0 0 



Name of Respondent 
Kentucky Utilities Company 

This Re ort Is: 

121 I l A  Resubmissinn 
I (1) $An Original 
.~, L _ l ~  ~~ I I t.----- SALES FOR RESALE (Account 447) (Continued) 

OS - for other service. use this categoryonly for those services which cannot be placed in the above-defned categories, such as ail 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year., Describe the nature 
of the service In a footnote., 
AD -for Out-of-period adjuslment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
years. Provide an explanatlon in a footnote for each adjustment. 
4 Group requirements RQ sales together and report them starting at line number one After listing all RQ sales, enter "Subtotal - RQ" 
in column (a), The remaining sales may then be listed in any order. Enter"Subtota1-Non-RQ" in column (a) afterthis Listing. Enter 
"Total" In column (a) as the Last Line of the schedule, Report subtotals and total for columns (9) through (k) 
5. In Column (c). identify Ihe FERC Rate Schedule or Tariff Number, On separate Lines, List all FERC rate schedules or tariffs under 
which service, as identified in column (b). is provided. 
6. For requlremenls RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand In column (9, For all other types of service, enter NA in columns (d), (e) and (9.. Monlhly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month., Monthly CP demand is the metered demand during the hour (60-minute 
integration) In which the supplier's system reaches its monthly peak., Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain 
7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser 
8. Report demand charges in column (h), energy charges in column (i), and Ihe total of any other types of charges, Including 
out-of-period adjustments. in column (i)., Explain in a footnote all components of the amount shown in column (j). Report in column (k) 
the total charge shown on bills rendered to Ihe purchaser., 
9 ,  The data in column (9) through (k) must be subtotaled based on the RCVNon-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule. The "Subtolal- RCI" amount in column (g) must be reported as Requirements Sales For Resale on  Page 
401, line 23. The "Subtotal - Non-RQ" amount in column (9) must be reported as Non-Requiremenls Sales For Resale on Page 
401,iine 24. 
10. Foolnote entries as required and provide explanations following all required data. 

Date of Report 
(Mo. Da, Yr) 

Yeadperiod of Report 
End of 2007/Q4 

/ I  

Megawatt Hours 

(9) 

Sold 

1.430 
-3 

Line Total (S) 
(h+itj) No 

REVENUE 
Demand Charges Energy Charges Other Charges 

($1 ($) ($) 
(h) 0) U) (k) 

78,196 78,196 1 
-202 -202 2 

I I I I -4 

33 1,311 1.311 3 
10.690 503,743 503,743 4 

686 35,506 35,506 5 
151 11,905 11.905 6 

6,724 7 134 6,724 
- 

I I I I 1 11 
I 12 

I i-- 811 5 721 I I 5.721 8 

I 
2 058 905 

1581,503 I 0 1  51 004,300 1 -159,777 I 50,844.5231 I 

~ _ _  
14 

89.987 952 30.147.988 48.310.171 11.529.793 

I 3,640,408 I 30,147,988 I 99,314,471 I 11,370,016 I 140.832.475 I I 

FERC FORM NO 1 (ED 12-90) Page 311.5 



This Report is: 
(1) X An Original 

Date of Report 
(Mo, Da, Yr) 

Name of Respondent Yeadperiod of Report i 

Kentucky UliliUes Company (2) - A  Resubrnission I /  2007lQ4 



Name of Respondent This Report is: Date of Report Yeadperiod of R e p o r t  
( 1 ) X An Orioinai (Mo. Da. Yr) 

All amounts in column J (other charges) for RQ's relate to a wholesale municipal fuel adjustment clause. 
bchedule Page: 310.2 Line No.: 7 Column: j 
All amounts in column J (other charges) for RQ's relate to a wholesale municipal fuel adjustment ciause. 
bchedule Page: 310.2 Line No.: 8 Column: j I 
All amounts in column J (other charges) for RQ's relate to a wholesale municipai fuel adjustment clause. 
w d u l e  Page: 310.2 Line No.: 9 C0lUmn:j 
All amounts in column J (other charges) for RQ's relate to a wholesale municipai fuel adjustment clause. 
\Schedule Page: 310.2 Line No.: I O  CofUmn: j 
All amounts in column J (olher charges) for RQ's relate to a wholesale municipal fuel adjustment ciause. 
/Schedule Page: 310.2 Line No.: I 1  ColUmn:j 1 
All amounts in column J (other charges) for RQ's relate to a wholesale municipal fuel adjustment clause. 
kchedule Page: 310.2 Line No.: 12 Column: j 1 
All amounts in column J (other charges) for RQ's relate to a wholesale municipal fuel adjustment clause. 
/Schedule Page: 310.2 Line No.: 13 ColUmn:j I 
All amounts in column J (other charges)for RQ's relate to a wholesale municipal fuel adjustment ciause. 

Market Based Sale 

Fchedule Page: 310.3 Line No.: 1 ColUmn: b I 
Market Based Sale 
ISchedule Page: 310.3 Line No.: I Column: c 

bchedule Page: 310.3 Line No.: 2 Column: b 
Energy Imbalance 
[Schedule Page: 310.3 Line No.: 2 ColUmn: c 1 
(8) FERC Electric Tariff, Original Volume No. 2, Service Agreement No. 255 
p h e d u l e  Page: 310.3 Line No.: 3 Column: b 
Market Based Sale 
/Schedule Page: 310.3 Line No.: 3 Column: c 
(3)  FERC Electric Tariff, Original Volume No. 3 
/Schedule Page: 310.3 Line No.: 4 Column: b 
Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 
bchedule Page: 310.3 Line No.: 5 Column: b I 
Market Based Sale 
ISchedule Page: 310.3 Line No.: 5 Column: e---- 
(3) FERC Electric Tariff, Original Volume No. 3 
kchedule Page: 310.3 Line No.: 6 Column: b 
Market Based Sale 
bchedule Page: 310.3 Line No.: 6 Column: c 
(3)  FERC Electric Tariff, Original Volume No. 3 
/Schedule Page: 310.3 Line No.: 7 Column: b 
Market Based Sale 
/Schedule Page: 310.3 Line No.: 7 Column: c 

)Schedule Page: 310.3 Line No.: 8 Column: b 
Market Based Sale 
bchedule Page: 310.3 Line No.: 8 Column: c 1 
(2 )  FERC Electric Tariff, Original Volume No. 2 

LFERC FORM NO. 1 (ED. 12-87) Page 450.2 I 

[Schedule Page: 310.2 Line No.: 14 CoIUmn: b ~. I 
\Schedule Page: 310.2 Line No.: 14 Column: c - i 
(2) FERC Electric Tariff, Original Volume No. 2 __ 

(3) FERC Electric Tariff, Original Volume No. 3 -- 

kchedule Page: 310.3 Line No.: 4 3 U m n :  c .- 

(3) FERC Electric Tariff, Original Volume No. 3 - 

I . _  . .  . ,  
l(2)- A Rescbmission I / /  2007/(14 



Name of Respondent This Report is: Date of Report 
(1) X An Original (Mo, Da, Yr) 

Kentucky Utilities Company (2) - A  Resubmission / I  

(Schedule Page: 310.3 Line No.: 9 Column: b 
Market Based Sale 
bchedule Page: 310.3 Line No.: 9 Column: c 
(3 )  FERC Electric Tariff, Original Volume No. 3 
Fchedule Page: 310.3 Line No.: I O  Column: b 
Market Based Sale 
khedule Page: 310.3 Line No.: I O  Column: c 
(3)  FERC Electric Tariff, Original Volume No. 3 

December 2006 correction made in 2007. Previously rep-y Ohio, Inc. 

(2) FERC Electric Tariff, Original Volume No. 2 
kchedule Page: 310.3 Line No.: 11 Column: j 
December 2006 correction made in 2007. Previously reported as Duke Energy Ohio, Inc. 
bchedule Page: 310.3 Line No.: 12 Column: b I 
December 2006 correction made in 2007. Should have been reported as Duke Energy Indiana, Inc. 
ISchedule Page: 310.3 Line No.: 12 Column: c 1 
(2) FERC Electric Tariff, Original Volume No. 2 
(Schedule Page: 310.3 Line No.: 12 Co1umn:j 
December 2006 correction made In 2007. Should have been reported as Duke Energy Indiana. Inc. 
bchedule Page: 310.3 Line No.: 13 Column: b 
Market Based Sale 
[Schedule Page: 310.3 Line No.: 13 Column: c 
(3) FERC Electric Tariff, Original Volume No. 3 
(Schedule Page: 310.3 Line No.: 14 Column: b 

bchedule Page: 310.3 Line No.: I1  Column: b ___ ’ 
/Schedule Page: 310.3 Line No.: I1 Column: c I 

I 

Year/Perio-l 
I 

20071Q4 

Energy Imbalance 

k) East Kentucky Power Coop. OATT FERC Electric Tariff Vol. 1 Second Rev. 
[Schedule Page: 310.4 Line No.: I Column: b 

chedule Pags 310.3 Line No.: 14 Column: c 

Market Based Sale 
(Schedule Page: 310.4 Line No.: 1 Column: c 1 
[Schedule Page: 310.4 Line No.: 2 Column: b 
Cost Based Sale 
/Schedule Page: 310.4 Line No.: 2 Column: c 

Pchedule Page: 310.4 Line No.: 3 Column: b 
Cost Based Sale 
\Schedule Page: 310.4 Line No.: 3 Column: c I 
(5 )  FERC Electric Tariff, Original Volume No. 5 
[Schedule Page: 310.4 Line No.: 4 Column: b 
Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 
bchedule Page: 310.4 Line No.: 5 Column: a 1 
Louisville Gas and Electric Company and Kentucky Utilities Company are both owned by E.ON U.S. LLC. 
bchedule Page: 310.4 Line No.: 5 Column: c I 
(1) FERC Rate Schedule No. 1. The Power Supply System Agreement, FERC Docket No. ER98-111.000 
[ m e :  310.4 Line No.: 6 Column: b 
Financial Swap 
bchedule Page: 310.4 Line No.: 6 Column:] 
Financial Swap 

IFERC FORM NO. 1 (ED. 12-87) 

(3) FERC Electric Tariff, Original Volume No. 3 
I 

(5) FERC Electric Tariff, Original Volume No. 5 - 

bchedule Page: 310.4 Line No.: 4 Column: c ’ 

__ .- 
- Page 450.3 



Name of Respondent 

Kenlucky Uliiities Company 

This Report is: Date of Report Yeadperiod of Report 
(1) An Original (Mo, Da, Yr) 
(2) - A  Resubmission / I  20071a4 





Name of Respondent This Report is: 
(1)zAn Originai 

Kentucky Ulilities Mrnpany (2) - A  Resubmission 

IFERC FORM NO. 1 (ED. 12-87) Page 450.5 

Dale of Report Yeadperiod of Report 
(Mo. Da, Yr) 

/ I  2007/Q4 



I I 



m e  01 Respondent This R ~ p o r t  Is: Dale 01 Report Yearipenod of Report 
End of 2007iQ4 mtucky Lltilities Company 

(1) E A n  Original (Mo. Oa. Yr) 
121 m A  Resubmission / /  

I 
~~ ~ . ,  I I 

ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued) 
Ihe amount for previous year is not derived from previously reported figures. explain in footnote. 

111 TOTAL Malnlenance (Total of lines 101 lhru 110) 4,994,783 5,016.72 __ 112 TOTAL Transmission Expenses (Total of lines 99 and 111) 18,582648 12 .538,~  

FERC FORM NO. 1 (ED 12-93) Page 321 





This Re ori is: Dale of Report Yeailperiod of Report 
End of ,- 2007lQ4 1 (1) &An original (Mo. Da, Yr) 

Name of Respondenl 

Kentucky Ulililies Company 121 n A  Resubmission 

FERC FORM NO. I IED. 12-93) Page 323 





Name of Respondent 

Kentucky Utilities Company 

bchedule Page: 320 Line No.: 78 Column: c - 
The primary cause of the decrease in account 557 is MISO Day 2 expenses in 2006. 
/Schedule Page: 320 Line No.: 96 Column: b 
The primary cause of the increase in account 565 between 2007 and 2006  is a credit in zoo$ 

This Report is: Date of Report YearlPeriod of Report 
( 1 )  X An Original 
(2) - A  Resubmission I /  zoona4 

(Mo. Da. Yr) 

of $1.3M booked to electric transmission related to off-system sales to the MISO based on 
non-firm point-to-point service resettlement per the FERC Order regarding DTE Energy 
Trading, Inc. vs MISO, docket #EL05-63-000. 
bchedule Page: 320 Line No.: 121 Column: c 1 
Expenses represent MISO Day 2 charges. 
Rhedule Page: 320 Line No.: 141 Column: b 
Credit is due to meter tampering charges billed to customers to offset cost of meter 
maintenance. Cost is recorded in several accounts. 
chedule Page: 320 Line No.: 141 Column: c 

!redit is due to meter tampering charges billed to customers to offset cost of meter 
maintenance Cost is recorded in several other accounts 

I 

LFERC FORM NO. 1 (ED. 12-87) Page 450.1 



This Re ort Is: 1 (1) $An Original 
Name of Respondent 
Kentucky Ulililles Company i2) i l A  Resubmission . .  

PU CHASED POWER Account 555) 
~. jnciutling power exckanges, 

Date of Report YeadPeriod of Repor t  
(Mo, Da. Yr) End of 2007/Q4 

I /  

I,. Report all power purchases made during the year. Also report exchanges of electricity (Lo., transactions involving a balancing o f  
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller 
3. In column (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as foliows: 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i e.. the 
supplier includes projects load for this service io its system resource planning),. in addition, the reliability of requirement service m u s t  
be the same as, orsecond only to, the supplier's service to Its own ultimate consumers. 

LF - for long-term firm service. "Longterm" means five years or longer and "firm" means that service cannot be interrupted for 
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm service 
which meets the definition of RQ service. For ail transaction identified as LF, provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF -for intermedlate.term firm service. The same as LF service expect that "intermediate-term" means longer than one year but less 
than five years 

SF - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
year or less. 

LU -for long-term service from a designated generating unit. "Longterm" means five years or longer. The availability and reliability of 
service, aside from transmission constraints, must match the availability and reliability of the designated unit 

IU -for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term" m e a n s  
longer than one year but less than five years,. 

u( - For exchanges of electricib. Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc 
and any setliemerits for imbalanced exchanges 

OS - for other service. Use this category only for those services which cannot be placed in the abovttdefined categories, such as all 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment 

Average Actual Demand (MW) sz2:!iT' &f::up2 Monlhly Billing Average Average 
cation Tariff Number Demand (MW) Monthly NCP Deman MonUliy C P  Oemar (Footnote Affiliations) 

l o l a i  

FFRC FnRM NO. 1 IED 12-90) Pane 326 



(1) WAn Original 

, A tU POWER ACCOU t 555 (Conlinued) $&ding pder excfiange8) 
pjl& Kentuchy Utilities Company - 

D for out-of-period adjustment.. Use this code for any accounting adjustments or"true-ups" for service provided in prior reporting 
ears. Provide an explanation in a footnote for each adjustment, 

In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate 
esignation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as 
lentified in column (b), Is provided 
. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter  
le  monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and t h e  
verage monthly coincident peak (CP) demand in column (0. For all other types of service. enter NA in columns (d), (e) and (0. Monthl) 
ICP demand is the maximum metered hourly (60-minute integration) demand in a month,, Monthly CP demand Is the metered demand 
uring the hour (60minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (t 
lust be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
. Report in column (9) the megawatthours shown on bills rendered to the respondent., Report in columns (h) and (i) the megawatthour! 
,f power exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
'. Report demand charges in column ti), energy charges in column (k). and the total of any other types of charges. including 
ut-of-period adjustments. in column (I). Explain in a footnote all components of lhe amount shown in column (I). Report in column (m) 
ne total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement 
imount for the net receipt of energy. If more energy was delivered than received, enter a negative amount. If the settlement amount (I 
xlude credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
igreement. provide an explanatory footnote. 
I" The data in column (g) through (m) must be totalled on the last line of the schedule 'The total amount in column (9) must be 
eported as Purchases on Page 401, line I O . .  The total amount in column (h) must be reported as Exchange Received on Page 401, 
ine tz., The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13. 
I . ,  Footnote entries as required and provide explanations following all required data. 

Lint 
Megawatt Hours Megawatt Hours Demand Charges Energy Charges Olher Charges Tala1 lj+k+l) No 

POWER EXCHANGES COSTBETTLEMENT OF POWER MegaWalt Hours 
Purchased of Settlement ($) 

69,112 69.112 
51.116 3,149.297 3.149.297 

\?I Received Delivered (5) 
(i) 

1,304 

FERC FORM NO.. 1 (ED. 12-90) Page 327 



This Re o i l  Is: 
(1) $m Original 

m e  of Respondent 

enlucky Utilities Company (2) =A Resubmission 

Dale of Report 
(Mo, Da. Yr) End of 2007/Q4 

YearlPeriod of Repor t  

1 1  

FFRC FORM NO 1 IEO, 12-901 Pane 326.1 

[ne Name of Company or Public Authority Statistical 
Classili- 
cation 40. (Footnote ARiliations) 

Average Aclual Demand (MW) 
Monthly Blliing Average Average 

FERC Rate 
Schedule or 

Tariff Number Demand (MW) Monthly NCP Deman Monlhly CP Demar 



Name of Respondent 
Kentucky Uliiilies Company 

Me! 
I 

This Re ort IS: Dale of Report YeartPeriod of R e p o d  
End of 2007tQ4 (1) $AnOriginal (Mo. Da. Yr) 

(2) C I A  Resubmission / I  

FERC FORM NO 1 (ED 12-90) Page 3271 



\Name of Respondenl 

G e p o r t  all power purchases made during the year. Also report exchanges of electricity (Le,, transactions involving a balancing of 
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges 
2.  Enter the name of the seller or other paity in an exchange transaction in coiumri (a). Do not abbreviate or truncate the name o r  use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
3,. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as Follows: 

RQ -for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement service m u s t  
be the same as, or second only to, the supplier's service to its own ultimate consumers. 

LF -for long-term firm service. "Long-term" means five years 01 longer and "firm" means that service cannot be interrupted for 
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term fin service firm service 
which meets the definition of RQ Service, For ail transaction identified as LF, provide in a footnote the termination date of the contract 
defined as the earlist date that either buyer Or seller can unilateraliy get out of the contract, 

IF -for intermediate-term firm service The same as LF service expect that "intermediateterm" means longer than one year but less 
than five years,. 

SF -for shoit-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
year or less 

LU -for iongterm service from a designated generating unit, "Long-term" means five years or longer. The availability and reliability of 
service, aside from transmission constraints, must match the availability and reliability of the designated unit 

IU - for intermediate-term service from a designated generating unit The same as LU service expect that "intermediate-term" means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc 
and any settlements for imbalanced exchanges 

OS ~ for other service Use this categow only for those services which cannot be placed in the above-defined categories, such a s  ail 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment, 

I I This R ? o i i  Is: Dale of Report YeadPeriod of Report 
(Mo. Da, Yr) End of 2007lQ4 

.. ~ - .-..* 
I /  

Line 
No. (Footnote Affiliations) 

Name of Company or Public Authority Classifi- 
cation 

Average Actual Demand (MW) 
Monthly Bllllng Average Average -- 

FERC Rate 
Schedule or 

Tariff Number Demand (MW) Manlhly NCP Deman Monthly CP Demar 
- 
NA t 

I O  

11 

12 
13 
14 

Total 

FFRC FnRM NO. I (Fn 12-901 Paoe 326.2 



lame of Respondent Date of Report YearlPeriod of Repor t  
End of 2007104 :enlucky Utilities Company (Mo. Da. Yr) 

12) I 1 A  Resubmission 

Megawatt Hours 
Purchased 

(9) 

2,14F. 

,D - for out-of-period adjustment. tlse this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
ears., Provide an explanation in a Footnote for each adjustment. 

., in column (c), Identify the FERC Rate Schedule Number or Tariff, or, for non.-FERC jurisdictional sellers, include an appropriate 
esignation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service. as 
ientified in column (b), is provided. 
#. For requirements RO purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, e n t e r  
i e  monthly average billing demand in column (d). the average monthly non-coincident peak (NCP) demand in column (e), and t h e  
lverage monthly coincident peak (CP) demand in coiumn (9. For ali other types of service, enter NA in columns (d). (e) and (9. Monthly 
ICP demand is the maximum metered hourly (60-minute integration) demand in a month, Monthly CP demand is the metered demand 
luring the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns ( e )  and (f: 
nust be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
,. Report in column (g) the megawanhours shown on bills rendered to the respondent., Report in columns (h) and (i) the megawatthours 
,f power exchanges received and delivered, used as the basis for settlement Do not report net exchange. 
'_ Report demand charges in column (j), energy charges in column (k), and the total of any other types of charges, including 
,ut-of-period adjustments, in column (I). Explain in a footnote ail components of the amount shown in column (I). Report in column (m) 
he total charge shown on bills received as settlement by the respondent For power exchanges, report in column (m) the settlement 
imount for the net receipt of energy If more energy was delivered than received, enter a negative amount, If the settlement amount  (I) 
nclude credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
igreement, provide an explanatory footnote. 
I., The data in column (9) through (m) must be totalled on the last line of the schedule, The total amount in column (g) must be 
eported as Purchases on Page 401, line 10. 'The total amount in column (h) must be reported as Exchange Received on Page 401, 
ine 12. The total amount in column (i) must be reported as Exchange Delivered on Page 40'1, line 13. 
I, Footnote entries as required and provide explanations following ail required data. 

Line 
MegaWalt Hours MegaWalt Hours Demand Charges Energy Charges Other Charges Total (jiktl) No 

POWER EXCHANGES COST/SETTLEMENT OF POWER 

(5 (8)  of SelUernent ($) 
t d  (1) (m) 

p=q@~=K*;;~q:yqq 4 '  & L ~ ~ : ~ ~ ~ ~ z ! ~ ~ ~ &  

Received Delivered ($) 
(h) (8) U) 

253.582 253.582 : - 
2,784 
764 

1.29d 
4.692 
1,467 

25,345 451 

- 

6,650,566 25.345 451 

FERC FORM NO I (ED 12-90) Page 3272 

246.486 : 
99,164 99,160 1 

,,__ 
246.486 

168,35r 168,350 
350.104 350.104 f 

92,793 92,793 i 
I 

f 

11 

1' 
1: 
1: 

1' 

__- 

~~ 

I____p--- 

15,702.460 152.741,i 19 27 168,443.606 



Name of Respondent This Report is: Date of Report 
(1) An Original (Mo. Da. Yr) 

Kentucky UUiities Company (2) - A  Resubmission / I  

]Schedule Page: 326 Line No.: 1 Column: b .-, 
Market Based Purchase 
bchedule Page: 326 Line No.: 1 Column: c 
(1) FERC-approved tariff and/or rate schedule as on file with the Commission, 
[Schedule Page: 326 Line No.: 2 Column: b 
Market Based Purchase 
[Schedule Page: 326 Line No.: 2 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
bchedule Page: 326 Line No.: 3 Column: b 
Market Based Purchase 
bchedule Page: 326 Line No.: 3 Column: c 
1) FERC-approved tariff andlor rate schedule as on file with the Commission. 

Price adjustment for December 2006 transaction. 
[Schedule Page: 326 Line No.: 4 COlUmn: c I 
(1) FERC-approved tariff and/or rate schedule as on file with the Commission, 
[Schedule Page: 326 Line No.: 4 Column: I __ 
Price adjustment for December 2006 transaction. 

Schedule Page: 326 Line No.: 4 Column: b 1 

ISchedule Page: 326 Line No.: 5 Column: b 1 

YearPeriod of 
I.' 

2007/Q4 

Ener y Imbalance 
d d j i i i i ~ ~ 2 ~  Line N b.: 5 Column: c 

Pager 326 Line No.: 6 Column: b 
t Based Purchase 
'--'- Page: 326 Line No.: 6 Column: c 

ScheduKPzge: 326 Line No.: 7 Column: b 
Market Based Purchase 
b m e :  326 Line No.: 7 Column: c 
1 L chedule Pa e: 326 Line No.: 8 Column: b 

Market Based Purchase 
bchedule Page: 326 Line No.: 8 Column: c I 
(?ZFERC-approved tariff and/or rate schedule as on file with the Commission. 
/Schedule Page: 326 Line No.: 9 Column: b 

I FERC Electric Tariff, Original Volume No. 2.  Service Agreement No. 255 

, , , __. .- approved tariff and/or rate schedule as on file with the Commission. 

FERC-approved tariff andlor rate schedule as on file with the Commission. - 

Market Based Purchase 
[Schedule Page: 326 Line No.: 9 Column: c 
1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
chedule Page: 326 Line No.: I O  Column: b I 

Market Based Purchase 
ISchedule Page: 326 Line No.: I f f  Column: c 
(IJ FERC-approved tariff andlor rate schedule as on file with the Commission. 

Market Based Purchase 
Fchedule Page: 326 Line No.: I 1  Column: c 
1) FERC-approved tariff and/or rate schedule as on file with the Commission. 

,Schedule Page: 326 Line No.: 12 Column: b 
Market Based Purchase 

1 FERC-a roved tariff andlor rate schedule as on file with the Commission. 

Price adjustment for December 2006 transaction. 

IFERC FORM NO. 1 (ED. 12-87) 

[Schedule Page: 326 Line No.: I 1  Column: b I 

kchedule Page: 326 Line No.: 12 Column: c i 

p-----J m e :  326 Line No.: 13 Column: b I 

Page 450.1 1 



- 
Name of Respondent This Report is: Date of Report YearlPeriod of Repor t  

(1) An Original (Mo, Da, Yr) 
Kenlu&y Ulllllies Company (2) - A  Resubmission I /  2007/Q4 

FOOTNOTE DATA 

Energy Imbalance 
ISchedule Page: 326.1 Line No.: I Column: c 
(3 )  E.ON U..S LLC. on behalf of its Operating Companies: Louisville Gas & Electric Co.. and Kentucky Utilities Co. O A T  ’ 
FERC Electric Tariff Third Rev., Vol 1 (prior to July 13,2007). Fourth Rev. Vol 1 (July 13. 2007 and affer) and East 
Kentucky Power Coop. OATT FERC Electric Tariff Vol. 1 Second Rev. 
1S-e: 326.1 Line No.: 2 Column: b I 
Market Based Purchase 
kchedule Page: 326.1 Line No.: 2 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
[Schedule Page: 326.1 Line No.: 3 Column: b I 
Market Based Purchase 
[Schedule Page: 326.1 Line No.: 3 Column: c 1 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
\Schedule Page: 326.1 Line No.: 4 Column: a i 
Louisville Gas and Electric Company and Kentucky Utilities Company are both owned by E.ON US. LLC. 
w e  Page: 326.1 Line No.: 4 Column: c 
(2) FERC Rate Schedule No. 1. The Power Supply System Agreement, FERC Docket No. ER9B-111-000 
[Schedule Page: 326.1 Line No.: 5 Column: b 
Market Based Purchase 
/Schedule Page: 326.1 Line No.: 5 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
/Schedule Page: 326.1 Line No.: 6 Column: b 
Market Based Purchase 
bchedule Page: 326.1 Line No.: 6 Column: c 1 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
(Schedule Page: 326.1 Line No.: 7 Column: a 
The Midwest IS0 Contingency Reserve Sharing Group (MISO CRSG) is not a signatory to the CRSG contract. T h e  MISO 
CRSG is the group administrator and serves as the clearing house for the CRSG billing The CRSG group is comprised of 
the following members: Alliant East, Alliant West, Ameren Illinois, Ameren Missouri, Ames Municipal, Basin Electric Power 
Cooperative, Big Rivers, City of Springfield, City of Columbia Missouri, Consumers, Dairyland Power Cooperative, DTE 
Energy, Duke Energy, Duke Energy Indiana, Duke Energy Kentucky. Duke Energy Ohio, East Kentucky Power Coop, 
E.ON LJS, First Energy, GEN-SYS Energy, Great River Energy, Hastings Municipal, Heartland Consumers Power D is t ,  
Hoosier Energy R E C., Hutchinson Utilities Commission, Indianapolis Power B Light Co, Lincoln Electric System, Madison 
Gas & Electric, Manitoba Hydro, Michigan Electric Coordinated System, MidAmerican Energy Company, Minnesota 
Municipal Power Agency, Minnesota Power Inc. Minnkota Power Cooperative, Missouri River Energy Services, 
Montana-Dakota Utilities Inc, Municipal Energy Agency of Nebraska, Muscatine Power and Water, Nebraska Public Power 
District, Northern Indiana Public Service Co, Northwestern Energy, NSP Companies, Omaha Public Power District, Otter 
Tail Power Company, Rochester Public Utilities, So Minnesota Municipal Power Agency, Southern Illinois Power Coop ,  
Uooer Peninsula Power Co. Vectren. Western Area Power Administration. Willmar Municipal Utilities, Wisconsin Enerav -. 
Cb;poration. Wisconsin Public Power Inc, and Wisconsin Public Service Corp. 
ISchedule Page: 326.1 Line No.: 7 Column: b I 

chedule Page: 326.1 Line No.: 7 Column: c J 
ld\ MISO FFRC Electric Tariff Rate Schedule No. 9 \ _ ,  . -. .- .~ ~ 
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Name of Respondent This Report is: 

(1 )YAn  Original 
Kentucky Utiiilies Company (2) - A  Resubmission 

Date of Report YearlPeriod of Repor t  
(Mo, Da, Yr) 

/ /  2007/Q4 



Name of Respondent This Report is: Date of Report YearlPeriod of Report 
(1)  X An Original (Mo, Da. Yr) 

Kentucky Utilities Company (2) _ _ A  Resubmission I 1  20071Q4 

FOOTNOTE DATA - 

Market Based Purchase 
bchedule Page: 326.2 Line No.: 5 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
pchedule Pager 326.2 Line No.: 6 Column: b 
Market B a K d  Purchase 
bchedule Page: 326.2 Line No.: 6 Column: c 1 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
bchedule Page: 326.2 Line No.: 7 Column: b 

[FERC FORM NO. 1 (ED. 12-87) Page 450.4 - 1 



Name of Respondent I This Recorl is: I Date of Reoorl I YearlPenod of Reoort 

Kentuckv 1 (1) p?'JAn Original (Mo, Da. Vi) End or 2007h4  
Jtiiities Company (2) I 1 A  Resubmission / /  

all transmission of electricity, Le,., wheeling, provided for other electric utilities, cooperatives, other public authorities, 
qualifying facilities, non-traditional utility suppliers and ultimate customers for the quarter. 
2. Use a separate line of data for each distinct type of transniission service involving the entities listed in column (a). (b) and (c). 
3 Report in column (a) the company or public authority that paid for the transmission service. Report in column (b) Ihe company or 
public authority that the energy was received from and in column (c) the company or public authority that the energy was delivered to. 
Provide the full name of each company os public authority. Uo not abbreviale or truncate name or use acronyms. Explain in a footnote 
any ownership interest in or affiliation the respondent has with the entities listed in columns (a), (b) or (c) 
4. In column (d) enter a Statistical Classification code based on the original contraclual terms and conditions of the service as follows: 
FNO - Firm Network Service for Others, FNS - Firm Network Transmission Service for Self, LFP - "Long-Term Firm Point to Point 
Transmission Service, OLF - Other Long-Term Firm Transmission Service, SFP I Short-Term Firm Point to Point Transmission 
Reservation, NF - non-firm transmission service, OS - Olher Transmission Service and AD - Out-of-Period Adjustments Use this code 
for any accounting adjustments or "true-ups" for service provided in prior reporting periods,. Provide an explanation in a footnote for 
each adjustment. See General Instruction for definitions of codes,. 

- 18 

19 
20 
21 

22 
23 

24 

25 
26 

27 

28 

29 
30 

31 
32 

33 
34 

I 

- 
.- 

TOSAL 
I I -  , I 
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Kentucky Utilities Company 
) ~ ,  , ,. ~~ ~ 

IRA- 
I I - e (AGZOL~l456)(Conlinu6d) 

(Inciuotna wa-theeIing.1 - 
- __ 
5 In columri (e), idenl:fy the FERC Rale Schedule or Tar:ff Number. On separate l'nes. list a I FERC rate scheoules or contract 
dssignations under which service, as idenltfied In wlumn (d). is provided 
6 Report receipt and dolively localions for al. s'ngle contract path, "point to poinv transmission service .n column (0. report Ihe 
designalion for the substation, or other appropriate idenlification for where energy was received as specified in the conlract In c o l u m n  
(9) report the designation for the substation. or other appropriate identiticalion for whcre energy was delivered as specified in tne 
contract 
7 Report in w lumn (n) the number of megawatts of b:lling demand that is specified in the firm lransmission service conlract D e m a n d  
reported in column (h) must be in megawans Footnote a i y  demand not staled on a megawatts basts and explain 
8 Repon in column (I) and (j) the total megawanhours rece'ved and delivered 

: r  " g i r t  IS: Dale of Report YeadPeriod of Repor t  

121 n A  Resubmiasion / I  End of 2007/Q4 n Original (Mo, Da, Yr) 

- 
93 ~ N A  ~ N A  
VOl 1 (East Kentucky Power b i g  Rivers Electric I I 5791 57d 

f 
VOl 1 East Kentucky Power Big Rivers Electric 

Various Various 1 VOl I 

VOl 1 Various Various 1 
Vol 1 Various Various 60 
VOI 1 Various Various 37 

VOl 1 LGEE PJM and MIS0 7,790 7.54.9 1 

1 
1 
1 

1 

1 

i 
i 
i 
i 
: 

-- 
1 

1 
I __ 

.- ~- 
-__ 

- 
- 

i 
i 

I 

_ _  
: - 
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Name of Respondent 
Kentucky Utilities Company 

9. In column (k) through (n), report the revenue amounts as shown on bills or vouchers in column (k). provide revenues from demand 
charges related to the biiling demand reported in column (h). In column (I). provide revenues from energy charges related io the 
amount of energy transferred. In column (m), provide the intai revenues from all other charges on bills or vouchers rendered, including 
out of period adjustments. Explain in a footnote ail components of the amount shown in column (in),, Report in column (n) the t o t a l  
charge shown on bills rendered to the entity Listed in column (a)., if no monetary settlement was made, enter zero (1 101 1) in co lumn 
(n). provide a footnote explaining the nature of the non-monetary settlement, including the amount and type of energy or service 
rendered. 
10. The total amounts in columns (if and 0) must be reported as Transmission Received and Transmission Delivered for annual report 
purposes only on Page 40.1, Lines 16 and 17, respectively., 
11, Footnote entries and provide explanations following aii required data. 

REVENUE FROM TRANSMiSSlON OF ELECTRlCiTY FOR OTHERS 
Demand Charges Energy Charges (Other Charges) Total Revenues (S) Line 

($) ($) (k+l+m) No, 
11) ($1 

lk\ 

Date of Report 
(Mo. Da. Yr) 

YearlPerlod of Report 
End of 2007fQ4 

/ /  

___-. 

11 

I! 

21 
2 
z 
2: 

- 

.- 

FERC FORM NO. 1 (ED., 12-90) 

4,084,151 

Page 330 

3: 
3: 
3 

2.113,264 577,421 6,774,836 



Name of Respondent This Report is: Date of Report 
(1 )XAn Original (Mo, Da, Yr) 

Kentucky Ulililies Company (2) - A  Resubmission I /  

bchedule Page: 328 Line No.: I Column: I 
Kentucky Utilities Company no longer transmits electricity through the MISO, however, the' 
MISO continues to make adjustments for previous charges related to the transmission of 
electricity. 
individual circumstances of the charge being adjusted. During 2007, there were more 
adjustments to decrease revenue than to increase revenue, causing the net balance to be 
negative. 
bchedule Page: 328 Line No.: 1 Column: m 
Kentucky Utilities Company no longer transmits electricity through the MISO, however, the ' 
MISO continues to make adjustments for previous charges related to the transmission of 
electricity. 
individual circumstances of the charge being adjusted. During 2007, there were more 
adjustments to decrease revenue than to increase revenue, causing the net balance to be 
negative. 
Schedule Page: 328 Line No.: 2 Column: m 
[,he total consists of East Kentucky Power Cooperative Schedule 1 and Schedule 2 charges 
related to firm transmission. 
bchedule Page: 328 Line No.: 3 Column: m 
The total consists of East Kentucky Power Cooperative Schedule 1 and Schedule 2 charges 

These adjustments can increase or decrease revenue depending on the 

These adjustments can increase or decrease revenue depending on the 

Other charges consist of the MISO Schedule 1 and schedule 2 charges. 

I 

YearlPeriod of Report I 

2007104 

/Schedule Page: 328 Line No.: 4 Column: k I 
This amount consists of the following three adjustments: 

-78,183 
-22,219 
'70,876 
-29,526 

The adjustment of -78,183 is due to an amount owed to East Xentucky Power Cooperative 
(Ewe) per FERC Docket No. ER02-2560-009 related to adjustments to the IN-EKPC 
Interconnection Agreement rates. The FERC is expected to order on this filing during 
2008, at which time this amount would be paid to EKPC. 

The adjustments of -22,219 and 70,876 relate to the first and second quarters of 2007 
Amounts were reallocated between Kentucky Utilities Company and Louisville Gas and 
Electric Company or among the three revenue categories during the third and fourth 
quarters of 2007. 
1-e: 328 Line No.: 4 Column: I 
This adjustment relates to an amount owed to East Kentucky Power Cooperative per the 
Settlement of Proceedings in FERC Docket No. ER06-1458. 
bchedule Page: 328 Line No.: 4 Column: m 
Amounts were reallocated between Kentucky Utilities Company and Louisville Gas and 
Electric Company or among the three revenue categories during the third and fourth 
quarters of 2007. 
bchedule Page: 328 Line No.: 5 Column: m 
The total consists of Tennessee Valley Authority Schedule 1 and Schedule 2 charges related! 
to firm transmission. . 
chedule Page: 328 Line No.: 7 Column: k 

!his adjustment relates to the reclassification of January through April 2007 charges to ' 
reflect the correct revenue type (i.e. demand, energy, other). 
bchedule Page: 328 Line No.: 7 Column: I 
This adjustment relates to the reclassification of January through April 2007 c h a r g e s 4  
reflect the correct revenue type(i.e. demand, energy, other). 
\Schedule Page: 328 Line No.: 7 Column: m 
This adjustment relates to the reclassification of January through April 2007 charges to 

' 

reflect the correct revenue type (i e. demand, energy, other). 

IFERC FORM NO. 1 (ED. 12-87) 

1 

Page 450.1 



Name of Respondent 

Kentucky Ulililies Company 

bchedule Page: 328 Line No.: 8 Column: m 1 
The total consists of Big Rivers Electric Corporation Schedule 1 and Schedule 2 charges. 

!mounts were reallocated between Kentucky Utilities Company and Louisville Gas and 
Electric Company or amonq the three revenue categories during the third and fourth 

chedule Page: 328 Line No.: 9 Column: I 

I 

This Report is: Date of Report Yeadperiod of Report 
(1) X An Original (Mo, Da. Yr) 
(2) - A  Resubmission / I  2007/Q4 

quarters of i007. 
[Schedule Page: 328 Line No.: 9 Column: m 
Amounts were reallocated between Kentucky Utilities Company and Louisville Gas and 

- 

- 
FOOTNOTE DATA 

.. 
Electric Company or among the three revenue categories during the third and fourth 
quarters of 2 0 0 7 .  

!he total consists of Schedule 1 and Schedule 2 charges related to various counterparties.' 

!mounts were reallocated between Kentucky Utilities Company and Louisville Gas and 
Electric ComDanv or amonq the three revenue cateqories during the third and fourth 

chedule Page: 328 Line No.: IU tioiumn: m 

chedule Page: 328 Line No.: 11 Column: k 

- -  ~ - - - 
quarters of 2007. 

knourtts were reallocated between Kentuckv Utilities Company and Louisville Gas and 
chedule Page: 328 Line No.: 11 Column: I 

. . .-. . 
Electric Company or among the three revenue categories dur'lng the third and fourth 
quarters of 2 0 0 7 .  

!mounts were reallocated between Kentucky Utilities Company and Louisville Gas and 
Electric Company or among the three revenue categories during the third and fourth 

chedule Page: 328 Line No.: I1 Column: m 1 

I 
iedule 1 and Schedule 2 charges related to various counterparties. 
: 13 Column:m 1 
iedule 1 and Schedule 2 charges related to various counterparties. 

Po1umn:m 
iedule 2 charges. 

[FERC FORM NO. 1 (ED. 12-87) Page 450.2 



~ YeariPertod of R e p o r t  I Endof 2007/Q4 I Name of Respondent This Report Is: Date of Report 
(1) g A n  Oiiglnal (Mo. Da. Yr) 

Kentucky Utilities Company (2) n A  Resubmission l /  

TRANSMISSION OF ELECTRICITY BY OTHERS (Account 565) 
(Includlng lransaclions referred to as *wheeling') 

i Reoort all transmission. i.e wheelins or electncitv vrovided by other electric utilities, cooperatives, municipalities. other public 
authorities, qualifying faciiities. and others for the 4arter. 
2. in column (a) report each company or public authority that provided transmission service. Provide the full name of the company, 
abbreviate if necessary, but do not truncate name or use acronyms. Explain in a footnote any ownership interest in or affiliation with the 
transmission service provider. Use additional columns as necessary to report all companies or public authorities that provided 
transmission service for the quarter reported. 
3, In coiumri (b) enter a Statistical Classification code based on the original conlractual terms and conditions of the service asfollows: 
FNS. Firm Network Transmission Service for Self. LFP - Long-Term Firm Point-to-Point Transmission Reservations. OLF - Other 
Long-Term Firm Transmission Service, SFP ,. Short-Term Firm Point-to- Point Transmission Reservations, NF - Non-Firm Transmissior 
Service, and OS - Other Transmission Service,. See General Instructions for definitions of slatistical classifications. 
4. Report in column (c) and (d) the total megawatt hours received and delivered by the provider of the transmission service 
5. Report in column (e), (0 and (g) expenses as shown on bills or vouchers rendered to the respondent. In column (e)  report the 
demand charges and in column (f) energy charges related to the amount of energy transferred On column (9) report the total of all 
other charges on hills or vouchers rendered to the respondent, including any out of period adjustments,. Explain In a footnote all 
components of the amount shown in cniumn (g), Report in column (h) the total charge shown on bills rendered to the respondent. If no 
monetary settlement was made, enter zero iii column (h). Provide a footnote explaining the nature of the nonmonetary settlement, 

I I 1,310,674 1,310,8751 2,609,7341 1,576,4661 4.484,6! 

FFRC FnRM NO l l l - 0  IREV 02-041 Pane 332 



Name of Respondent This Report is: Date of Report 
(Mo, Da, Yr) (1) L( An Original 

Kentucky Utilities Company (2) -A Resubmission / /  

/Schedule Page: 332 Line No.: I Column: f 
Includes amounts per FERC Order ER05-273. 

consists of Schedule 1, Schedule 2, Schedule 26 and pass through charges. 

Consists of Schedule 1, Schedule 2, Schedule 2 6  and pass through charges. 
/Schedule Page: 332 Line No.: 3 Column: c 
Starting in the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON 
U.S. LLC.) and the three expense categories This change was made retroactive to January 

[Schedule Page: 332 Line No.: 1 Column: g 7 
/Schedule Page: 332 Line No.: 2 Column: g I 

Yeadperiod of Report 

20071Q4 

\Schedule Page: 332 Line No.: 3 Column: d 
startins in the third quarter of 2007 there was a change in the methodology of the 

I 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON 
U S LLC.) and the three expense categories. This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 
bchedule Page: 332 Line No.: 3 Column: f I 
Starting in the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric company and Kentucky Utilities Company are both owned by E.ON 
U S. LLC ) and the three expense categories. 
1, 2007 through a year-to-date reclass recorded in the third quarter. 
ISchedule Page: 332 Line No.: 3 COlUmn: g 
Consists of Schedule 1, Schedule 2, Schedule 26 and pass through charges. 
starting in the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E ON 
I1 S LLC and the three expense categories This change was made retroactive to January 
1, 

This change was made retroactive to January 

2007 through a year-to-date reclass recorded in the third quarter. - 
bchedule Page: 332 Line No.: 5 Column: e I 
Startins in the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric company and Kentucky Utilities Company are both owned hy E.ON 
U.S. LLC.) and the three expense categories. This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 
bchedule Page: 332 Line No.: 6 Column: a 
Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON ’ 
U.S. LLC. 

Consists of Schedule 1 and Schedule 2 Charges. 
bchedule Page: 332 Line No.: 7 Column: a 
Louisville Gas & Electric Company and Kentucky IJtilities Company are both owned by E.ON 

(Schedule Page: 332 Line No.: 6 Column: g- I ’ 
U.S. LLC. 

Consists of Schedule 1 and Schedule 2 Charges. 
bchedule Page: 332 Line No.: 8 Column: a 
Louisville Gas & Electric Company and Kentucky TJtilities Company axe both owned by E.ON 
U . S .  LLC. 
Schedule Page: 332 Line No.: E Column: g 
[Consists of Schedule 1 and Schedule 2 Charges. 
/Schedule Page: 332 Line No.: 9 Column: a 
Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E . O N  ’ 
U.S. LLC. 

/Schedule Page: 332 Line No.: 7 Column: g 2 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 1 



Name of Respondent 

Kenlucky Utilities Company 

U.S. LLC. 
Bchedule Page: 332 Line No.: 10 Column: c 
starting i n  the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON 
u, .s , .  LLC.) and the three expense categories. This change was made retroactive to January 
1, 2007 through a year-.to-date reclass recorded in the third quarter. 
[Schedule Page: 332 Line No.: I O  Column: d 
starting in the third quarter Of 2007 there was a change in the methodology of the 
allocation between Louisvil.le Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E,.ON 
U.S. LLC.) and the three expense categories,, This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 

ktarting in the third quarter Of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisvi,lle Gas & Electric Company and Kentucky Utilities Company are both owned by E..oN 
U.S. LLC..) and the three expense categories. This change was made retroactive to January 

chedule Page: 332 Line No.: I O  Column: e 'i 

This Report is: Date of Report YearIPeriod of Report 
(1)XAn Original (Mo, Da, Yr) 
(2) - A  Resubniission / I  2007/Q4 

1, 200'7 through a year-to-date reclass recorded in the third quarter. 

itartins in the third quarter of 2007 there was a chanqe in the methodolow of the 
chedule Page: 332 Line No.: I O  Column: f 

FOOTNOTE DATA - 

allocation between Louisville Gas and Electric Company-and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON 
u.S. LLC.) and the three expense categories. This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 
[Schedule Page: 332 Line No.: 10 COlUmn: g 
Consists of Schedule 1 and Schedule 2 charges. 

starting in the third quarter Of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities company are both owned by E.ON 
U.S. LLC.) and the three expense categories. This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 

Total "other charges" was reported $1,900 less in the third quarter than that which was 
recorded in the general ledger accounts.. However, the total amount reported for 
transmission in the third quarter ties correctly to the general ledger for the third 
quarter. 
bchedule Page: 332 Line No.: 11 Column: f 
Included in PJM non-firm point to point transmission service i s  a non-energy related 
charge of $432 that is considered "other" transmission expense. "Non-firm energy charges" 
includes amounts that Were recorded as a non-firm transmission enerav uurchase instead of ~ ~ _ _  _. - 
"other" in the general ledger accounts. 

Consists of Schedule 1, Schedule 2 and Schedule 6A. Balance Operating Reserve and 
Synchronous Condensing Reserve charges. 
bchedule Page: 332 Line No.: I 2  Column: g 
Consists of Schedule 1, schedule 2 and Schedule 6A, Balance Operating Reserve and 

bchedule Page: 332 Line NO.: 73 Column: f 
starting in the third quarter of 2007 there was a change in the methodology of the 
allocation between LouiSVille Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON 

bchedule Page: 332 Line NO.: 11 CO/Umn: g ____I 

synchronous CondensingAeserve charges. __ 
I 

I-- 
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Name of Respondent This Report is: 
(1)XAn Original 

Kenlucky Ulililies Company (2) -A  Resubmission 

U.S. LLC.) and the three expense categories., This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 

ttarting in the third quarter of 2007 there was a change in the.methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Uti,lities Company 
(Louisville Ga5 & Electric Company and Kentucky Utilities Company are both owned by E.ON 

U . S . .  LLC..) and the three expense categories. This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 

ktarting in the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.QN 

U . . S .  LLC.) and the three expense categories. This change was made retroactive to JanuaIy 

chedule Page: 332 Line No.: 15 Column: c 

chedule Page: 332 Line No.: 15 Column: d - 
Date of Report YearlPeriod of Report 

(Mo, Da, Yr) 
1 1  20071Q4 

1, 2007 through a year-to-date reclass recorded in the third quarter. 
ISchedule Page: 332 Line No.: 15 Column: f 
Startina in the third guarter of 2007 there was a chanqe in the methodolow of the 
allocation between Louisville Gas and Electric Company-and Kentucky Utiliiies Company 
(Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON 

U . S .  LLC.) and the three expense categories. This change was made retroactive to January 
1, 2007 through a year-to-date reclass recorded in the third quarter. 

_I__.___ 
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Name of Respondent T h [ ; ) w p  Date 01 Reporl YearlPenod 01 R e p w l  
Kenlucky Utilities Company End of 2007/Q4 n Original (Mo. Da. Yr) 

I /  (2) A Resubmission 
MiSCELLANEOUS GENERAL EXPENSES (Account 930.2) (ELECTRIC) 

Descri Uon Amount 
( 8  (b) 

Line 
No. 

I Industry Association Dues 249,817 

2 Nuclear Power Research Expenses 
3 Other Experimental and General Research Expenses 
4 Pub 8. Dist info lo Stkhldrs. expn servicing outstanding Securities 
5 0th Expn >=5.000 show purpose, recipient, amounl Group i f  < $5.000 
6 Water Use Fees 110,007 

4,998 7 Late Payment of WilhholdIngTax 
8 Miscellaneous Debits and Credits -10,435 

1 .I 91,331 --__ 

I 

111 

10 

11 

12 
13 

14 

15 
16 

17 

I8 

19 - 
20 
21 

22 

23 

24 
25 
26 

27 
28 

29 
30 
31 
32 
33 
34 
35 
36 
37 

38 
39 

40 

41 

42 

43 

44 

45 

____I 

- 

46 TOTAL 1,545,718 
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This Re orl Is' 
(1) &M original 

Nameof Respondenl 

(2) n A  Resubmission Kentucky Utilities Company 

-. ___ (Except amonizalion of aqLlsilion ao.ustmenls) 
1 Report in section A for ttie year ltie amounls for : (b) Depicciation Expense (Accuunl403; (c) Depreciaton Expense for Asset 
Retirement Costs (Accounl403 1: (d) Amortization of Limitea-Term Electric Plant (Account 404); arid (e) Amortiraliori of Other Electric 

Date of Report 
(Mo, Da. Yr) End of 2007lQ4 

YearIPeriod of Report 

I /  

Plant (Account 405) 
2. Reporl in Section 8 the rates used to compute amortization charges for electric plant (Accounts 404 and 405),. State the basis u s e d  to 
compute charges and whether any changes have been made in the basis or' rates used from the preceding report year 
3, Report ail available iriformation called for in Section C every fifth year beginning with report year 1971, reporting annually only change 
to columns (c) through (9) from the complete report of the preceding year. 
Unless composite depreciation accounting for total depreciable plant is followed, list numerically in column (a) each plant subaccount, 
account os functional classification, as appropriate, to which a rate is applied. Identify at the bottom of Section C the type of plant 
included in any sub-account used.. 
In column (b) report ail depreciable plant balances to which rates are applied showing subtotals by functional Classifications and showing 
composite total,. Indicate at the bottom of section C the manner in which column balances are obtained If average balances. slate the 
method of averaging used. 
For columns (c), (d), and (e) report available Information for each plant subaccount, account or functional classification Listed in column 
(a). if plant mortality studies are prepared to assist in estimating average service Lives, show in column (0 the type mortality curve 
selected as most appropriate for the account and in column (g), If available. the weighted average remaining life of surviving plant. If 
composite depreciation accounting is used, report available information called for in columns (b) through (9) on this basis,. 
4. if provisions for depreciation were made during the Year in addition to depreciation provided by application of reported rates, state at 

p the bottom of section C the amounts and nature Of the provisions and the plant items to which related. 

I Depreciation Ar 
Expense for Asset Limited Term An 
Retiremenl Costs Electric Piant 0 
(Acwunt 403.1) (Account 404) P h w  ~m- w a i  

(C) (dl (e) (9 

nortizatlp of I 
iortization ,of 
ther Electric Total 
. " , ,A^^  I n n  

Line 
No 

1 

De reciation 
(Account 403) 

Funclional ClassiiicaUon Apense 

(a) (b) 
lnlanoible Plan1 I I 5.420.5451 

2 

3 
4 

5 

6 

7 

8 

9 
10 
11 I l2ITOTAL 

" I 

Steam ProducUon Plant 46,260,416 196,576 46.456.99 
Nuclear Production Plan1 
Hydraulic Production Plant-Conventtonal 168.972 52 169.02 

Hydraulic Producllon Plant-Pumped Storage 
OLher Prcduchon Plan1 16,562,340 2.422 16.564.76 
Tiansmlsslon Plant 15,417,501 196 15.417,69 
Dishbullon Plant 31,460,322 183 31.460.50 

Regional Transmission and Market Operalron 

General Plant 5,195,183 5.195.18 
Common Planl-Eleclnc 

-- 

I 115,064,736 199.429 5,420,545 I 120,684.71 

I E. Qasis for Amor!jzalion Charges 

ACCOUNT RATE PLANT BALANCE @ AMORTIZATION 
12/31/2007 

130200 0-5% (1) 83.453 3,137 

130300 20% 24,595,145 5,417,408 

Notes: 
(I) Amortization rates vary from 0 lo 5% 

ccmp mou L l n  4 ,DE\, ,,ill\ Pane A l f i  



Name of Respondent 
Kenlucky Ulililies Company 

I ,L, I 

- 
DFPRECIATION AN0 AMORTILITION OF ELECTRIC PLANT (Conlmued) 

Thls Re o i l  Is: Dale 01 Report YearlPeriod of Report 
End of 2007/04 (1) d ~ n  Oiiginal 

(2) I 1 A  Resubmission I /  
(Mo, Oa. Yr) 
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Name of Respondent 
Kentucky Utilities COmPanY 

12: R&ort in co1;rnns (bj and (c). only the current year's e$enses that are not deferred and the current yeac's amortization of amounts I 

Ths Re art Is: Dale of Report YearIPeriod of Report 
(1) +jAn Original (Mo. Da. Yr) End of 2007lQ4 
(2) n A  Resubmission / I  

deferred in previous years 
Line DescripUon Assessed by Expenses t01a1 

NO 

Deferred 
in Account 

B e g i i % ~ 3  Year 
Expense for 
Current Year Regulatory Of  

Utility (b);)(c) Commission 
(Furnish name of regulatory comm!ss,ion or body the 

docket or case number and a descnplion of the Case) 
(4 (b) (d (e) 

1 Federal Energy Regulatory Commission 
2 Annual Charge 621,499 621,499 

3 
4 Public Service Commission of Kentucky 
5 2003 Rate Case 195.285 195.285 
6 2003 ESM Audit 31,959 31.959 
7 2003 Managemenl Audit 81.995 81.995 
8 
9 

10 
11 
12 
13 

~ 

1 

15 
16 
17 

34 
35 
36 

- 
77 

1 

19 
20 
21 
22 
23 
24 

- 
7c 

42 I 
43 f 
44 
45 

. -- 

___ 

26 
27 
28 
90 

46 TOTAL 621,499 

1 

30 
31 
32 
71 

309,239 930,738 

1 , 1 1 I 



Name of Respondent 
Kentucky Utilities Company 

This Re ort IS: Date of Report YeadPeriod of Report 

(2) n A  Resubmission / I  
(1) 1_4fiAn Original (Mo, Da, Yr) End of 20071Q4 

REGi.lLATOz COMMISSION EXPENSE; (Conllnued) 

3. Show in column (k) any expenses incurred in prior years which are being amortized. List in column (a) the period of amortization. 
4 .  List in column (0, (9). and (h) expenses incurred during year which were charged currently to income. piant. or other accounts.. 
5. Minor items (less than $25,000) may be grouped., 

__ 
EXPENSES INCURRED DURING YEAR 
CURRENTLY CHARGED TO Deferred lo Contra Deferred in L.ine 

Account 182.3 No, Amount 

AMORTIZED DURING YEAR 

End of Year 
c c o n  moun Account182 3 Account P Depanment 

(0 (9) (h) (i) ti) (k) (1) 
1 

Electric 928 621,499 2 - 
3 
4 

Eleclric 928 195.285 5 

6 Eleclric 928 31.959 
Eleclric 928 81.995 7 

I 

8 
9 

10 
11 
12 
13 
14 
15 
1E 
17 

~~~ 

- 

___ 

l e  
1E 
2C 
21 
z 
2? 
24 
2: 
2E 
21 
2€ 
21 
3c 
31 
3; 
3: 
3r 
3: 
3t 
3; 
3f 

__-- 

-----______ 



This Re ort Is: 

(2) I 1 A  Resubmission / I  

Date of Report 
(1) &An original (Mo. Da. Yr) 

Name of Respondent 
Kentucky Utilities Company 

8 I 8 
RESEARCH, DEVELOPMENT, AND DEMONSTRATION ACTIVITIES 

1 Describe and show below wsls Incurred and acwunts charged during the year for technological research, development, and demonstration (R. D & 
D) project initiated, continued or concluded during the year Report also support given lo olhers during the year for joinly-sponsored projects.(ldentify 
recipient regardless of affiliation.) For any R. D 8 D work carried with olhers. show separately the respondenl's cost for Ihe year and cost chargeable to 
olhers (See definltlon of research. development, and demonstration in Uniform Syslem of Acwunts) 
2 Indicate In column (a) the applicable classlficatlon. as shown below. 

Year/Period of Report 
End of 2007/Q4 

Classifications: 
A Electric R. D & D Performed Internally: 
(1) Generatlon 

a. hydroelectric 
I. Recreation fish and wildlife 
il Other hydroelectric 

b. Fossll-fuel steam 
c, lnteinal combustion or gas lurbine 
d. Nuclear 
e Unconventional generation 
f, Siting and heat rejection 

(2) Transmlssion 

ILine I Classlficallon 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

a Ovemead 
b Underground 

(3) Distnbulion 
(4) Regional Transmission and Market Operation 
(5) Environmenl (other than equipment) 
(6) Other (Classify and include items in excess of $5,000 ) 
(7) Total Cost Incurred 

( I )  Research Support to the eleclrical Research Councli or the Eleclrlc 
B Eleclric, R, D 8 D Performed Externally: 

Power Research Institute 

La) 0 )  
EPRl E(1) 
Edison Eleckic Institute B(2) 
Schmidt Consulting Services B(4) E.ON Surveys, Markel Research and Studies 
JD Power and Assodates B(4) 
Apogee Interactive B(4) Software Subscrlpllon 
Guideline E(4) Research Services 
Management Consulting 8(4) SME Study Analysis 
Chartwell Inc B(4) Chartwell Research Services 

Other ~ ( 4 )  Various 
Total Cost 

2007 Participation. Ohio River Research TC Dollars, TC Aerosol Emissions 
Year 2007 Utility Air Regulatory Group fees 

JDP Residential Electric Study of Oversample Charges 

I 

I Description 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 
35 
36 
37 

_- 

___- 

I_ 

.- - 

- 
.- 

- 



Name of Respondent This Re ort Is: Dale of Report YearlPeriod of Report 
Kentucky Ulilities Company End of 2007lQ4 (I) d A n  Original (Mo, Da. Yr) 

(2) n A  Resubmission I /  - - 
RESEARCH, DEVELOPMENT. AND DEMONSTRATION ACTIVITIES (Conlinued) 

(2) Research Support lo Edlson Eleclric instilute 

AMOUNTS CHARGED IN CURRENT YEAR Costs incurred InlernaW costs Incurred Externally 
Current Year Acmunt Amount Curre Year 

I 8 (d) (e) (0 
1,009,620 930 1,009,620 

101.100 930 101,100 
40.500 930 40,500 
16,750 930 16.750 
9.600 930 9,600 
8.295 930 8,295 
5,247 930 5,247 
219 930 219 

1,296,121 1,296,121 

104,790 921 104,790 

- 

Line 
NO 

Unamortized 
Accumulaiion 

(9) 
1 
i 
i 
4 
5 

f 
I 
E 

I 
IC 

FERC FORM NO 1 IED 12-87) Paoe 353 



This Re ort Is: I (1) d ~ n  Original 
Name of Respondent 
Kentucky Utilities Company 12) n AResubmissian 

U I .  I I 
DISTRIBUTION OF SALARiES AND WAGES I 

Report below the distribution of total salaries and wages for the year Segregate amounts originally charged to clearing accounts to 
Ulility Departments, Construction, Plant Removals, and Other Accounts, and enter such amounts in the appropriate lines and columns 
provided. In determining this segregation of salaries and wages originally charged to cleaiing accounts, a method of approximation 
giving substantially correct results may be used 

' 

Dale of Report YeadPerlod ai Report 
(Ma, Da. Yr) End of 2007/Q4 

/ I  



Date of Report Name of Respondent This Report IS: 
(1) g A n  Original (Ma, Da. Yr) 

Kentucky UUIiBes Company (2) n A  Resubmlssion I /  

YeadPeriod of Report 
End of 2007/Q4 

79 Certain Cwic, Poiibul and Related Activities and Other 63,576 11.964 75,540 

80 
81 
82 
83 
04 
85 
86 
87 
88 
09 
90 
91 
92 
93 

- 

, 





Name of Respondent This Report is: Date of Report YearlPeriod of Report 
(1) 21 An Original (MD, Da, Yr) 

Kentucky Ulililies Company (2) _ _ A  Resubmission / I  2007/04 

-I__ 

_. FOOTNOTE DATA 

bchedule Page: 354 Line No.: 95 Column: d 
software does not foot correctly. Subtotal for Other Accounts in column(d) should be 
1,007,845. 

!oftware does not foot correctly. Total Salaries and Wages in column(d) should be 
chedule Page: 354 Line No.: 96 Column: d 

70,144,118. 

[FERC FORM NO. 1 (ED. 12-87) Page450.) 



Name of Respondent This Re orl Is: Date of Reporl 
Kentucky Utilities Wrnpany 

I (1) d A n  Original (MO. oa, Yr) 
121 n A  Resubmlssion I /  

i i i ~ ~~~~~ . .  
AMOUNrS INCLUDE0 IN ISOBTO SETTLEMENT STATEMENTS 

1. The respondent shall reporl below the details called for cnncerning amounts it recorded in Accnunt 555, Purchase Power, and Account 447, Sales for 
Resale. for items shown on ISORTO SelUernenl Statements.. Transaolions should be Separately nelled for each ISOlRTO administered energy market 
for purposes of determlnlng whether an entity is a net Seller or purchaser in a given hour. Net megawatt hours are lo be used as the basis for determining 
whelher a riel purchase or sale has occurred. In each monthly reporllng period. the hourly sale and purchase net amounts are to be aggregated and 
separately reporled In Accnunt 447, Sales for Resale. or Accnunt 555. Purchased Power. respectively 

YeadPeriod of Report  
End of 2007/Q4 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

i 

1 

f 

46 TOTAL 1.555.183 2,780.237 5,484,653 7.741.808 



Name of Respondent 

Kentu&y Utilities Company 

chedule Page: 397 Line No.: 2 Column: b 
?he amount reflects transactions recorded in accordance with Kentucky t Jtilities Company's Power Supply S y s t e m - l  

This Report is: Date of Report YearlPeriod of Report 
(1) &An  Original (Mo, Da. Yr) 
(2) - A  Resubmission I /  2007/Q4 

Agreement with Louisviile Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a P o w e r  
Supply System Agreement, the purchase amount recorded in accordance with FERC Order No. 668-A would have been 
$66,554. 
/Schedule Page: 397 Line No.: 2 Column: c I 
The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisviile Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Reai Time markets. Absent such a P o w e r  
Supply System Agreement, the purchase amount recorded in accordance with FERC Order No.. 668-A would have been 

~ 

$566,729. 
bchedule Page: 397 Line No.: 2 Column: d 
The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a P o w e r  
Supply System Agreement. the purchase amount recorded in accordance with FERC Order No. 668-A wouid have been 
$3,220.49.1. 
!.Schedule Page: 397 Line No.: 2 Column: e 
The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units., Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets.. Absent such a Power  
Supply System Agreement, the purchase amount recorded in accordance with FERC Order No.. 668-A would have been 
$4,855,408. 

The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company. as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power  
Supply System Agreement, the sale amount recorded in accordance with FERC Order No. 668-A wouid have been  
$2,486,210. 
kchedule Page: 397 Line No.: 3 Column: c 
The amount reflects transactions recorded in accordance with Kentucky {Jtilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company. as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power  
Supply System Agreement, the sale amount recorded in accordance with FERC Order No. 668-A would have been  

ISchedule Page: 397 Line No.: 3 Column: b __ I 

$2,179.451. 
[Schedule Page: 397 Line No.: 3 Column: d I 
The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Cornmission in October 
1997. in which ourchases and sales are calculated based on ioint disDatch of the ComDanies' units. Such calculations do 
not dktinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
SUDDIV System Agreement, the sale amount recorded in accordance with FERC Order No 668.A wouid have been  

i e  amount reflects transactions recorded in accordance with Kentucky Utilities Company' 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units Such calculations do 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 1 





Name of Respondent This Report is: 
(1) X An Original 

Kentucky Utililies Company (2) - A  Resubmission 

IFERC FORM NO. 1 (ED. 12-87) Page 450.2 

Date of Report Year/Period.of Report 
(Mo, Da. Yr) 

I /  20071Q4 



This Re ori Is: 
(1) &An Original 

Date of Report 
(Mo. Da. YO 

me of Respondent 
tnlucky Utilities Company (2) n A  Resubmission I !  

7 Amount Purchased for Ule Year 

YeariPericd of Report 
End of 2007lQ4 

1 1 usage-i 

lumber of Units 

(e) 
2.597.406 

Unit of 
Measure 

(0 
MWH 

ated Billing 
unit Of 

Measure 

(4 
I- 

WH 

NH 

I€ 

3. 

1 

2 

3 

4 

5 

6 

7 

8 

terminant -- 
Type of Ancillary Service Number of Units 

(a) (b) 
Scheduling, System Conht and Dispatch 1,280,051 

Reactive Supply and Vollage 1,260,051 

Regulalion and Fnlquency Response 

Enemyimbalance 

OperaUng Reserve -Spinning 

Oparating Resew -Supplement 

--r-- Olher r! 

Tolal (Lines 1 UIN 7) 2,560,111 

Dollars 

(d) 
33.1? 

16 

2761(1 

MWH 

312,25 

16 

Amount Sold for Lhe Year 

MWH 

2.597.4~161 MWH 

I 

5.194.826 

terminant 

Dollars 
(S) 

37,324 

536,036 

2.061 

577,421 

FERC FORM NO. I (New 2-04) Page 398 



Name of Respondent This Report is: Date of Report 
(1)XAn Original (Mo, Da, Yr) 

chedule Page: 398 Line No.: 7 Column: b I 
!?mounts are no t  a s soc ia t ed  with number of u n i t s  or a u n i t  of measure. 
bchedule Page: 398 Line No.: 7 Column: d I 
Non-firm Transmission Energy Purchase $ 432 
Black Star t  Service 313 

Yeadperiod of Report 

To ta l  $ 745 

Kentucky ULiiities Company 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 

(2) -A  Resubmission / I  2007lQ4 



This Re r l  Is: Dale of Report I (1) $An original (Mo. Da, Yr) 
Name of Respondent 

Kentucky Utilities Company 171 n A  Resubmission 1 1  ,_, ~ ~~~. . - 
MONTHLY TRANSMISSION SYSTEM PEAK LOAD 

(1) Repoit lhe monlhly peak load on lhe respondenl's lransrnission system,. I f  lhe respondent has b o  or more power systems which are not physically 
Integrated, furnish the required lniormalion for each nan-inlegraled system. 
(2) Reporton Column (b) by monlh Ihe transmission system's peak load 
(3) Report on Columns (c ) and (d) the specified information for each monthly llansmission ,. system peak load reported on Column (b) 
(4) Repoit on Columns (e) lhrough (i) by monlh Ihe syslem' monthly maximum rnegawalt load by slatislical classifications,. See General Instruction for 
the definition of each slatistical classification. 

YearPeriod of Report 
End of 2007lQ4 

NAME OF SYSTEM: 

FERC FORM NO.. 113-Cl (NEW. 07-04) Page 400 



Name of Respondent This Report is: 
(1 )  An Original 

KenlucAy Utililiss Company (2) -A Resubmission 

ISchedule Page: 400 Line No.: I Column: b 
4,662 was previously reported, which excluded reservations and other service. Such 
amounts were added based on the January 18, 2 0 0 8  NOPR (Docket RMO8-5-000) which provided 
clarity that this data should allow for the calculation of rates. 
ISchedole Page: 400 Line No.: I Column: e 
4,167 was previously reported, based on generation data available at the time to calculat! 

I 

Date of Report YearlPeriod of Report 
(Mo, Da, Yr) 

/ /  2007/Q4 

load. 
/Schedule Page: 400 Line No.: I Column: f 
495 was previously reported, based on generation data available at the time to calculate ’ 
load. 

tero was previously reported. Amount added based on the January 18, 2008  NOPR (Docket 
RM08-5-.000) which provided clarity that this data should allow for the calculation of 

chedule Page: 400 Line No.: I Column: g 

bchedule Page: 400 Line No.: 1 Column: i I 
zero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
~~08-5-000) which provided clarity that this data should allow for the calculation of 
rates. 

kero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 

chedule Page: 400 Line No.: I Column: j 

......... . -.. - ...__ . rates. 

4 . 7 4 0  was Dreviouslv reported, which excluded reservations and ocher-service. such 
m d u l e  PaSi400 Line No.: 2 Column: b - ..- 

amounts we;e added base; on the January 18, 2008 NOPR (Docket RMO8-5-000) which provided 
clarity that this data should allow for the calculation of rates. 
F d u l e  Page: 400 Line No.: 2 Column: e 
4,244 was previously reported, based on generation data availahle at the time to calculatd 

.............. 
........ ..... - ~ - 

~ 

load. 

496 was previously reported, based on generation data available at the time to calculate 
m u l e  .- . - Page: . - ~ _ _ _ _  400 Line No.: 2 Column: f 

load. 
ISchedule Page: 400 Line No.: 2 Column: g 
Zero was previously reported. Amount added based on the January 18, 2 0 0 8  NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 
rates. 

kero was previously reported. Amount added based on the January 18, 2008  NOPR (Docket 
chedule Page: 400 Line No.: 2 Column: i 1 

~~08-5-0ob) which provided clarity that this data should allow for the calculation of 
rates. 

kero was previously reported. Amount added based on the January 18, 2 0 0 8  NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 

chedule Page: 400 Line No.: 2 Column: j __ 

. -  - .. ............... .... .__ rates. 

3.812 was Dreviouslv reported. which excluded reservations and other service. Such 
kchedule ____ Page: - 400 Line No.: 3 Cp_l_umn: b ....... ................ ~. _. - _3 
amounts we>e added base; on the January 18, 2008 NOPR (Docket RM08-5-000) which provided . 
clarity that this data should allow for the calculation of rates. 
&edule Page: 400 Line No.: 3 Column: e 
3,418 was Dreviously reported, based on generation data available at the time to calculata 
load. - 
/Schedule Page: 400 Line No.: 3 Column: f 
394 was previously reported, based on generation data available at the time to calculate 
load. 
/Schedule Page: 400 Line No.: 3 Column: g - 
IFERC FORM NO. 1 (ED. 12-87) Page 450.1 



Name of Respondent This Report is: Date of Report 
(Mo. Da. Yr) (1) X An Original 

Kentucky Utililies Company (2) - A  Resubmission / I  

Zero was previously reported. Amount added based on the January 18,  2008 NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 

Yeadperiod of Report I 
20071Q4 

rates. 

Eero was previously reported. Amount added based on the January 1 8 ,  2008 NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 

chedule Page: 400 Line No.: 3 Column: i 

rates. 
ISchedule Page: 400 Line No.: 3 Column:j 
Zero was previously reported. Amount added based on the January 1 8 ,  2008 NOPR (Docket 
moa-5-000)  which provided clarity that this data should allow for the calculation of 
rates. 
\Schedule Page: 400 Line No.: 5 Column: b 
3 , 3 3 2  was previously reported, which excluded reservations and other service. 
amounts were added based on the January 1 8 ,  2 0 0 8  NOPR (Docket RMO8-5-000) which provided 

Such 

clarity that this data should allow for the calculation of rates. 

t.992 was previously reported, based on generation data available at the time to calcul.at! 
chedule Page: 400 Line No.: 5 Column: e 

load. 

's40 was previously reported, based on generation data available at the time to calculate ' 
- 

chedule Page: 400 Line No.: 5 Column: f 

load. 

Zero was previously reported. Amount added based on the January 18,  2 0 0 8  NOPR (Docket 
RMO8-5-000) which provided clarity that this data should allow for the calculation of 

B-me: 400 Line No.: 5 Column: g P 

ISchedule Page: 400 Line No.: 5 Column: i 
Zero was previously reported. Amount added based on the January 18,  2008 NOPR (Docket 
RMO8-5-000) which provided clarity that this data should allow for the calculation of 

I 

pchedule Page: 400 Line No.: 5 Column: j I 
Zero was previously reported. Amount added based on the January 18,  2008 NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 
rates. 
/Schedule Page: 400 Line No.: 6 Column: b 
3 , 8 1 0  was previously reported, which excluded reservations and other service. 
amounts were added based on the January 1 8 ,  2008 NOPR (Docket RMO8-5-000) which provided 
clarity that this data should allow for the calculation of rates. 
[Schedule Page: 400 Line No.: 6 Column: e 
3,562 was previously reported, based on generation data available at the time to calculatd 
load. 
Bchedule Page: 400 Line No.: 6 Column: f 
248 was previously reported, based on generation data available at the time to calculate ' 

Such 

load. 
bchedule Page: 400 Line No.: 6 Column: g 
Zero was previously reported. Amount added based on the January 18,  2008 NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 

!Schedule Page: 400 Line No.: 6 Column: i I 
Zero was Dreviously reported. Amount added based on the January 1 8 ,  2008 NOPR (Docket 
RM08-5-00i) which provided clarity that this data should allow for the calculation of 
rates. 
kchedule Page: 400 Line No.: 6 Column: j 
Zero was previously reported. Amount added based on the January 1 8 ,  2008 NOPR (Docket 
RMO8-5.000) which provided clarity that this data should allow for the calculation of , 
rates. 
bchedule Page: 400 Line No.: 7 Column: b 
3,992 was previously reported, which excluded reservations and other service Such 
\FERC FORM NO. 1 (ED. 12-87) Page 450.2 I 



Name of Respondent Date of Report YearlPeriod of Report  
IMo. Da. Yr) 1 This Report is: 

(1) X An Oriainal 

clarity that this data should allow for the calculation of rates. 
[Schedule Page: 400 Line No.: 7 Column: e 
3,712 was previously reported, based on generation data available at the time to calculatd 

. . -  

load. 

280 was previously reported, based on generation data available at the time to calculate 
/Schedule Page: 400 Line No.: 7 Column: f 1 
load. 

!ero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
RM08-5-000) which provided clarity that this data should allow for the calculation of 

chedule Page: 400 Line No.: 7 Column: g 

rates. 
bchedule Page: 400 Line No.: 7 Column: i I 
zero was Dreviouslv reuorted. Amount added based on the January 18, 2008 NOPR (Docket ___. 
~~08-5-00b) which provided clarity that this data should allow io+  the calculation of 

LSchedulegF 400 Line No.: 7 Column: j 
Zero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
RMOB-5-000) which provided clarity that this data should allow for the calculation of 

chedule Page: 400 Line No.: 9 Column: b 
!,I65 was previously reported, which excluded reservations and other service.. Such 
amounts were added based on the January 18, 2 0 0 8  NOPR (Docket RMOS-5-000) which provided 

I 

clarity that this data should allow fo; the calculation of rates. 
/Schedule Page: 400 Line No.: 9 Column: e 
3,767 was previously reported, based on generation data available at the time to calculata 

- 

load. 

e98 was previously reported, based on generation data available at the time to calculatp’ 
chedule Page: 400 Line No.: 9 Column: f 

medule Page: 400 Line No.: 9 Column: g I 
Zero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
RMOE-5-000) which provided clarity that this data should allow for the calculation of 
rates. 
ISchedule Page: 400 Line No.: 9 Column: i I 
Zero was previously reported Amount added based on the January 18, 2008 NOPR (Docket 
m08-5-000) which provided clarity that this data should allow for the calculation of 
rates. 
bchedule Page: 400 Line No.: 9 Column: j 
Zero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
WOE-5-000) which provided clarity that this data should allow for the calculation of 
rates. 

?,763 was previously reported, which excluded reservations and other service. Such 
amounts were added based on the January 18, 2008 NOPR (Docket RMO8-5-000) which provided 

/Schedule Page: 400 Line No.: 10 Column: e 
4,323 was previously reported, based on generation data available at the time to calcula? 

chedule Page: 400 Line No.: 10 Column: b 

clarity that this data should allow for the calculation of rates.- __ 

load. 
chedule Page: 400 Line No.: 10 Column: f 

was previously reported, based on generation data available at the time to calculate 

F d u l e  Page: 400 Line No.: 10 Column: g I 
Zero was previously reported Amount added based on the January 18, 2008 NOPR (Docket 
RMOE-5-000) which provided clarity that this data should allow for the calculation of 
rates. 

FERC FORM NO. 1 (ED. 12-87) 
bchedule Page: 400 Line No.: I O  Column: i.. -~ 

Page 450.3 L 





'Name of Respondent 

Kentucky Utilities Company 

rates. 

Fer0 was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow for the calculation of 

chedule Page: 400 Line No.: 10 Column: j I 

Date of Report Yeadperiod of Report 
(Mo, Da. Yr) 

This Report is: 
(1) &An Original 
(2) - A  Resubmission / /  2007/Q4 

races.--..- ~- 
Fchedule Page: 400 Line No.: I1 Column: ___- b -. . . 
4,237 was previously reported, which excluded reservations and ocher service 
amounts were added based on the January 18, 2008 NOPR (Docket RM08-5-000) which provided 
clarity that this data should allow for the calculation of rates. 
9chedule _.__ Page: 400 Line No.: 11 . Column: e 
3.876 was previously reported, based on generation data available at the time to calculata 

Such 

FOOTNOTE DATA 
i 

races.--..- ~- 
Fchedule Page: 400 Line No.: 7 7  Gorumn: D -. . . .-.l 
4 . 2 3 7  was Dreviously reported, which excluded reservations and ocher service Such 
. I  

amounts w e k  added base2 on the January 18, 2008 NOPR (Docket RM08-5-000) which provided 
clarity that this data should =1lnw fnr +h- ~ a l m ~ l a t 4 n n  of  rat-s 

W l F P a g e :  _.__ 400 Line No.: 11 
3.876 was previously reported 
load. 

/S61 was previously reported, based on generation data available at the time to calculate 
chedule Page: 400 Line No.: 11 Column: f I 
load. 
bchedule Page: 400 Line No.: 11 Column: i 
Zero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
RMo8-5-000) which provided clarity that this data should allow fo r  the calculation of 

[Schedulepage: 400 Line No.: I? Column: j 
Zero was previously reported. Amount added based on the January 18, 2008 NOPR (Docket 
RMO8-5-000) which provided clarity that this data should allow for the calculation of 

I 

rate6 

-. 
IFERC FORM NO. 1 (ED. 12-87) Page 450.4 I 



This Re art Is: Date of Report 
(1) &An Original (Mo. Da. Yr) 

me of Respondent 

snlucky Utilities Company (2) n A  Resubmission / /  

Item 

1x1 

YearlPeriod of Report 
End of 2007/c14 

MegaWalt Hours 

ib) 

IURCES OF ENERGY 

,31m 
I II... 

clear 

dro-Conventional I 35,061 

drc-Pumped Storage 
hnr I 634.061 

ss Enirgy foi Pump ng 

SI General on (Enler t Tolal of lines 3 17,920.21: 

I . _ .  

ough 8) 
I 6.650.561 

!celved 25,34! 

divered 2.522,14, 

?t Transmission for Other (Line 16 mlnUS I 75.26 

ie 17) I 
ansmission By Olhers Losses 

3TAL (EnlerTo(a1 of lines 9. I O .  14, 16 

id 19) 

24,670,93 

ne llem Megawatt Hours 
JO 

inslructlon 4. page 311.) 

251Enerov Furnished Wllhout Charae I 41 
_.I ~~ " t 

261Energy Used by We Company (Elecinc 1 16.731 

Dept Only, Excluding Station Use) 

271Tolal Enerov Losses I 1.429.28: 
I . .  ~ I, ~~~ ~ 

~~~ ~~~~~ 

281TOTAL (Enter Tolal of Lines 22 Through I 24,670,931 

_I_ 

27) (MUST EQUAL LINE 20) 

FERC FORM NO. I (ED. 42-90) Page 401a 



Name of Respondenl This Report Is: Dale of Report YearlPeriod of Report 
(Mo. Da Yr) End o i  20071Q4 Kenlucky Uhlities Company 

(1) Report lhe monthly peak load and energy outpul If the respondent has two or more power which are not physically inlegraled, furnish the required 
information for each non- inlegrated syslem 
(2) Report on line 2 by month the syslem's output in Megawalt hours for each month. 
(3) Report on line 3 by monlh the non-requirements Sales for resale Include In the monthly amounls any energy losses assoclaled wilh lhe sales 
(4) Report on line 4 by month the system's monlhly maximum megawatt load (60 minute inlegration) associated wilh the system 
(5) Report on lines 5 and 6 the specified inlormalion for each monlhly peak load reported on line 4 

(1) N A n  Orlginat 
(2) D A  Resubmission l I  

~ MONTHLY PEAKS AN0 OUTPUT 

- NAME OF SYSTEM: KU 
Monlhiy NG-&quirmenls MONTHLY PEAK Line Sales for Resale & 

No Monlh Tolai Monlhly Energy Associated Losses Megawatls (See lnsk 4) DayolMonlh Hour 
(a) (b) (C) (6) (e )  (0 

29 January 2,400.909 310,736 4,178 31 0600 AM 
30 February 2.287.994 182,842 4,300 6 0600 AM 
31 March 1,943,557 135.447 3,436 5 0600 AM 

0700 AM 

33 May 1,888,455 86.311 3,573 30 0300 PM 
34 June 2,029.806 95,697 3,727 27 03:OO PM 
35 July 2,105,955 115.918 3,844 9 03:OO PM 

36 August 2.359.492 48,200 4.244 9 0300 PM 
37 September 1,925,423 79,209 3,886 4 05:OO PM 

- 
____ 32 Apnl 1,759,686 60.358 3,198 9 

- 

38 Oclober 1,890,809 156,403 3.623 8 0300 PM 
39 November 1,857,196 107.718 3,475 30 0600 AM 
40 December 2,220,654 202,664 3,688 17 0600 AM 

F E R C  FORM NO. 1 (ED. 1'2-901 Paae 40th 



Kentucky Utilities Company 
I "  u I I 

SiEAM.ELECiRIC GENERATING PLANT STATiSilCS (Large Pianls) 
for olant in Serwice anlv 2 Lame pan& are steam pianb wln instalied wpaclty (name plate rabng) of 25,000 KVJ or more R e p o r t  ,n 

This Re oft IS: Date of Report YearlPeriod of Repok 
(1) &w Origlnai 
(21 n A  Resubmission / I  

(MO, Da, Yr) 
End of 20071Q4 

. .  ..-r- ~ 
.. 
this page gas-turbik and internal combustion plants of 10.000 Kw or more, and nuclear plants,. . 3  Indicate by a foolnote any plant leased ar operated 
as a joint facility,. 4. i f  net peak demand for 60 minutes is not available. give data which is avaiiabls, specifying period. 5 if any employees a l l e n d  
more than one plant, report on line 11 the approximate average number of employees assignable to each planl. 6, If gas is used and purchased o n  a 
t h e n  basis report the Blu content or the gas and Ihe quantity of fuei burned converted to Mct 7. Quantities of fuel burned (line 38) and average cost 
per unit of fuel burned (Line 41) must be consistent with charges to expense accounts 501 and 547 (Line 42) as show on Line 20. 8. i f  more than one 
fuel is burned in a plant furnish only the composite heat rate for ail fuels burned 

Line item Plant 
NO Name: Tyrone 

(a) (b) 

Plant 
Name: Green River 

IC) 

1 
2 
3 
4 
5 
6 
7 
8 
9 

IO 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Kind of Plant (Internal Camb, GasTurb, Nuclear Steam S l e a n  
Type of Conslr (Conventional, Outdwr. Boiler, etc) Conventional Conve ntiona 
Year Originally Conslrucied 1947 19% 
Year Last Unit was installed 1971 195: 

Net Peak Demand on Plant - MW (60 minutes) 80 161 

Net Continuous Plant Capabllity (Megawatts) 71 16: 
When Not Limited by Condenser Water 71 16: 

Average Number of Employees 26 61 
Net Generation. Exclusive of Plant Use - KWh 389803000 996720001 
Cast of Plank Land and Land Rights 53142 3076, 

Equipment Costs 18900302 5465836 
Asset Retirement Casts 246752 1 0 7 4 3 7  

6576343 
337.6581 34-7.954 

Fuel 14998485 21 9 6 9 2 5  

Steam Expenses 544569 1 3 8 6 7 1  

Total installed Cap (Max Gen Name Plale Ratings-MW) 75.00 189.01 

Plant Hours Connected to Load 7222 783: 

When Limited by Condenser Water 0 I 

Structures and Improvements 6124162 9 B 9 9 9 3  

Total Cost , ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 2 5 ~ ~ a  
Cost per KW of installed Capacity (line 1715) Including 
Production Expenses: Oper, Supv. E Engr 672096 2 5 7 3 8  

Coolants and Water (Nuclear Plank Only) 

i;T.-.~"-,F-&- . ---- 

0 

Sleam From Other Sources I 0 
24 Steam Transferred (Cr) 0 
25 Electric Expenses 275137 1 0 7 9 2 5  
26 Misc Stearn (or Nuclear) Power Expenses 283657 7 0 3 5 6  

28 Allowances 61052 48176 
29 Malnlenance Supervision and Engineering 226151 96894 

31 Maintenance of Boiler (or reactor) Plant 910859 2 8 4 7 1 3  
34221 32 Maintenance of Electric Plant 276177 

34 Tolai Production Expenses 18590072 3061247 
35 Expenses per Net KWh 0.0477 0.03C 
36 Fuel: Kind (Coal, Gas. Oil, or Nuciear) Coal Coal 

27 Rents 0 

30 Maintenance of StNCtureS 247474 44287 

I 

33 Maintenance of Misc Steam (or Nuciear) Plant 74435 13337 

- 
37 Unit (Coal-tons/Oil-barrel/Gas-rncf/Nuciear-indi~le~ tons tons 
38 Quantity (Unitsfof~Fuel Burned 199026 0 0 
39 Avg Heat Cant - Fuel Burned (btulindicate if nuclear] 12658 0 0 11996 0 0 

41 Average Cost of Fuel per Unit Burned 69.290 0.000 0.000 43.690 0.000 0.000 
42 Average Cos1 of Fuel Burned per Million BTU 2.970 0.000 0.000 1.887 0.000 0 .000  

44 Average BTU per KWh Net Generation 12974.000 0.000 0.000 

0 484454 0 

40 Avg Cast of Fuei/unil. as Oelvd f.0.b. during year 68.110 0.000 0.000 44.020 0.000 0 .000  

- 
0.038 0.000 0.000 0.022 0.000 0 . 0 0 0  

11681.000 0.000 I O . O D 0  
~ ~~~ 

43 Average Cast of Fuel Burned per KWh Net Gen 
~~~~ ~~ ~ 

- 

J 
ZCCI,. CAD*" L w 3  4 mc,, ,,a,, P ~ O R  402 



Name of Respandent 
Kentucky Utilities Company 

I I i 

FERC FORM NO. 1 (REV. 12,,031 Paae 403 

This Report Is: Date of Report YearIPeriod of Report  
(1) R A n  Original (Mo. Da. Yr) 

End of 2007/Q4 (2) U A  Resubmission I /  

Plant 
Name: EW Emwn 

Plant Plant Line 
Name: Ghenf Name: Haelling No 



This Re art Is: Date of Report YeadPeriod of Reporr 
(1) &An Original End of 2007/a4 

(Mo, Da, Yr) 
Name of Respondent 

Kenlucky Ulilltles Company (2) I 1 A  Resubmission / l  



9,  Ilems under Cos1 of Plant are based on IJ. S of A. Accounts, Production expenses do not indude Purchased Power. System Conlrol and Load 
Dispatching. and Olher Expenses Classified as Other Power Supply Expenses 
547 and 549 on Line 25 'Elecldc Expenses,' and Maintenance Amount Nos, 553 2nd 554 on tine 32, "Maintenance of Eleclric Plant." lndicals plants 
designed for peak load service Designale auIomaUcally operaled plank 11. For a plant equipped wilh combinations of fossil fuel sleam, nuclear 
sleam. hydro, internal combustion or gas-turbine equipment, report each as a separale plant However, if a gas-turbine unil functions in 2 combined 
cycle operation wilh a conventional s l a m  unit. Include the gas-lurbine wilh (he Slearn plant. 12 I f  a nuclear power generating plant, brietiy explain by 
footnote (a) accounling method for cos1 of power generaied including any excess wsls atlribuled to research and development: (b) types of cos1 units 
used for the various components of fuel cost and (c) any olher informalive data concerning plant lype fuel used. fuel enrichment type 2nd quantity for (he 

10. For IC and GT plants. report Operating Expenses. Amount NOS., 

0 
216085400 

275.6192 
0 

40439051 
0 
0 
0 
0 

710270 
-788 

0 
0 
0 
0 
0 

536133 
0 

41684666 
0.0093 

I Gas I 

0 0 16 
0 0 17 

0.0000 18 
0 0 19 
0 0 20 
0 0 21 
0 0 22 
0 0 23 
0 0 24 
0 0 25 
0 0 26 
0 0 21 
0 0 28 
0 0 29 
0 0 30 
0 0 31 
0 0 32 
0 0 33 
0 0 3 4  

0.0000 O.OOD0 35 

0 0000 

.-"- 

I I I 36 
~~ ~~ 

mcf 37 
0 5232978 0 0 0 0 0 0 0 38 
0 1025 0 0 0 0 0 0 0 39 
0.000 7.728 0.000 0.000 0.000 0.000 0.000 0.000 0.000 40 
0.000 7.728 0.000 0.000 0.000 0.000 0.000 0.000 0.000 41 
- 0.000 7.539 0.000 0.000 0.000 0.000 0.000 0.000 0.000 42 
0.000 0.087 0.000 0.000 0.000 0.000 0.000 0.000 0.000 43 
0.000 11495.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 44 

b I I I 
FERC FORM NO. 1 (REV. 12631 P a w  403 1 



Name of Responden1 ?)is Rggt Is: Dale of Report 
Kenhay Utilities Company 

n Oiiginal (Mo. Da. Yr) 
(2) n A  Resubmission / I  

YearlPeriod of Report 
End of 20071Q4 



- 

Thls Re art Is: Date of Report YearIPeriod of RepDrt 
(1) d A n  Original (Mo. Da. Yr) 

End of 2007lQ4 
Name of Respondent 
Kentucky Utiiities Company (2) [ 7 A  Resubmlssion I 1  

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)(Coflfifluedf 

9 Items under Cost of Plant are based on U. S. of A ,  Acwunts. Production expenses do not Include Purchased Power. System Control and Load 
Dispatching, and Other Expenses Classified as Dher Power Supply Expenses. 
547 and 549 on tine 25 'Electric Expenses," and Maintenance Account Nos, 553 and 554 on Line 32. "Maintenance of Electric Plant" lndlcate p l a n l s  
designed for peak load service. Designate automalically operaled plants. 11 For a planl equipped wilh comblnaUons of fossll fuel sleam. nuc lear  
steam, hydro, internal wmbustion or gas-turbine equipment, report each as a separate piant. However. if a gas-turbine unit functions in a combined 
cycle operation with a conventional steam unit include the gas-turbine with the steam plant 
footnote (a) accounting method for cost of power generated including any excess costs attributed lo research and development; (b) types of cost units 
used for the wrious cornponenls of fuel cost; and (c) any other informative data concerning plant type fuel used. fuel enrichment type and quantity for the 
report period and other physical and operaling characlefistics of plant. 
Plant Plant Plant line 
Name: Name: Name: NO 

10. For IC and GT planls. report Operating Expenses, Acwunt NOS. 

12, If a nuclear power generating planl. briefly explain by 

(d) (e) (0 

1 
2 
3 
4 

0.00 0.00 0.00 5 
0 0 0 6  
0 0 0 7  
0 0 O B  
0 0 0 0  
0 0 0 I C  

0 12 0 0 
0 0 0 I? 
0 0 0 14 
0 0 0 1E 
0 0 0 I f  
0 0 0 17 

0.0000 0.0000 0.0000 I€ 
0 0 0 I C  
0 0 0 2c 
0 0 0 21 

0 07.i 0 
0 0 0 2: 
0 0 0 2.: 
0 0 0 2: 
0 0 0 2f 
0 0 0 2i 
0 0 0 2E 
0 0 0 26 
0 0 0 3[ 
0 0 0 31 
0 0 0 3: 

0 3: 0 0 
0 0 0 31 

0.0000 0.0000 0.0000 3' 
36 
31 

0 0 0 0 0 0 0 0 0 31 
0 0 0 0 0 0 0 0 0 35 
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 4( 

~ 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 & 
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 4: 
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 4: 
0.000 0.000 , 0.000 0.000 0.000 0.000 0.000 , 0.000 , 0.000 4' 

- 

~~~~~ ~ 

~ ~~~~~~~ 

0 0 0~ 11 

II______ 

- 

I 

- 
_. 

- 

FERC FORM NO., 1 IREV. 12-03) P a w  403.2 





Name of Respondent This Report is: Date of Report 
(Mo. Da, Yr) (1) X An Original 

Kenlucky Utilities Company (2) - A Resubmission I /  

ISchedule Page: 402 Line No.: I1 Column: f 
There are no production/operation employees directly assigned to the Haefling CT'S. 

Plant operate these CT's. 
17 Column: b 

Tyrone Units 1 and 2 were retired Pebruary 26, 2007. 
bchedule Page: 402.1 Line No.: -7 Column: e 
Pineville Generatinq Station is fully retired. However, land and ashpond equipment 

Yeadperiod of Report 

2007lQ4 

. .  
~ amounting to $312, 7 i l  remain 02 the books .  - .. - .. __ 
chedule Page: 402.1 Line No.: 5 Column: b ._____ . . 3 

The NameDlate Ratinq for~-Brown CT represents a 4 7 %  ownership of u n i t  #5, a 123 MW u n i c .  
aha 62% bwnership o? units #6 and #7-each being a 177 MW unit 
of unit #5, and 38% ownership of units #6 and #7 are owned by Louisville Gas and Electric 

The remaining 532 ownership 

company. 

the Nameplate Rating for Paddy's Run 13 CT represents a 47% ownership. Total Nameplate 
Ratins for the unit is 178 MW. The remaining 53% ownership is owned by Louisville Gas and 

chedule Page: 402.1 Line No.: 5 Column: c ' 
E1ect;ic company. 

the NameDlate Ratins for Trimble Countv CT represents 71% ownership of Units #5 and #6 and 
chedule Page: 402.1 Line No.: 5 Column: d 

63% of &its #7, #ET #9 and #10 with a-Nameplite Rating of 199 MW per unit. The remaining 
2 9 %  ownershiD of Units #5 and #6 and 37% ownershiu of Units #7. $8,  # 9 .  and #10 are owned ~ - 
by Louisville Gas and Electric Company. 
-e:402.1 Line No.: 11 Column: b 
imployees at the Brown Plant include those assigned to the steam plant and the Brown CT 

' 
site and are reflected in the Brown Steam Plant statistics. 
Fchedule Page: 402.1 Line No.: I1 Column: c 
There are no production/operation employees directly assigned to the Paddy's Run CT's. 
E h m r f # h  Pan*. An7 I I inn Nn . I I  Cnlumn: rl 1 

I 
I_.."I_.". I -. .. - 
bmployees zt the Trimble County Plant include those assigned to the steam plant and the 
Trimb1.e County CT site and are reflected in the Trimble County Steam Plant statistics. 

IFERC FORM NO. 1 (ED. 12-87) Page450.1 1 



This Re orl IS: Date of Report YearIPeriod of Report 
(1) &An (Mo. Da. Yr) End of 2007/(14 Original 

Kentucky Utilities Company (2) n A  Resubmisslon 1 1  
u I . .  

I 

HYDROELECTRIC GENERATING PLANT STATISTICS (Large Plants) 

of 10,000 Kw or more of installed capacity (name piate ratings) 
7 If any oiant is leased. oeerated under a license from the Federal Energy Regulatory Commission. or operated as a lolnt facilitY, Indicate such f a c t s  In . .  

project. glva project number. 
demand for 60 minutes is not available, give that which is available specifying period 

employees attends more ihan one generating plant. report on line 11 h e  approximate average number of employees assignable In e a c h  
plant 

Line Item FERC Licensed Project No 0 
No Plant Name: Dlx Dam 

(a) (b) 

-34 Total Produc~lon Expenses (total 23 Lhru 33) 494.8: 
35 Expenses per net KWh 0.011 

I- 

_ _ _ _  ,. .--,, II. "". o-,." "no 

RC Licensed Project No 0 
int Name: 

(C) 

0.00 

0 
0 
n 

0.01100 ------I 



Name of Respondent 
Kentucky Uliiilies Company 

0.00 0.00 0.00 
0 0 0 
0 0 0 

This Re oit is: Dale of Report YeadPeriod of Report 
(1) d A n  Original (Mo. Da. Yr) 

End of 2007lQ4 (2) U A  Resubmission I 1  

nl nl n 

FERC Licensed Projecl NO 0 FERC Licensed Project No 0 
Plant Name: Plant Name: 

(d) (e) 

._ 

0 0 0 
0 0 0 
0 0 0 

0 0 0 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 C 
0 0 C 
0 0 C 

0 0000 0 0000 0 oooc 

- 

FERC Licensed Project No 0 Line 
Plan1 Name: No, 

(0 _. 

1 
2 

1 3 

Page 407 
L 
FERC FORM NO 1 IREV. 12-03) 



This Re ort is: 
(1) d A n  Originai 

Name of Respondent 
Kenludy Uliiities Company (2) n A  Resubmission 

1,. Report information concerning transmission lines, cost of li?es. and expenses for year. List each bansmission line having nominal voihge of 132 
kilovoits or greater Report transmission lines below these Voitages in group totals only for each voltage 
2. Transmission lines include all lines cnvered by the definition of transmission syslem plant as given in the Uniform System of Accounts DO not report 
substation costs and expenses on this page, 
3. Report dah by individual lines for all voltages if  so required by a Shle commission 
4. Exclude from this page any transmission lines for which plant costs are lnduded In Account 121, Nonuliilty Property 
5. indicate whelher the type of supporting structure reporled in column (e) is: (1) single pole wood or steel: (2) H-frame wood, or steel poles: (3) tower :  
or (4) underground construction if a transmission line has more than one type of supporting structure. indicate the mileage of each type of cons(ructi0n 
by the use of brackets and exlra lines, Minor porljons of a transmission line of a diflerent type of construcUon need not be distinguished from the 
remainder of the tine 
6. Report in columns (f) and (g) the total pole miles of each transmission line, Show in column (0 the pole miles of tine on structures the cost of which Is 
reporled for me line designated; conversely, show in column (9) the pole mites of line on structures the cost of which is reported for another line. R e p o r t  
pole miles of line on teased or paliiy owned structures in column (0) in a footnote, explain the basis of such occupancy and shte whether expenses wit1 
respect to such structures are included in the expenses reported for the line designated, 

Date of Report 
(MO, Da. vr) End of ZOO7lQ4 

YearlPeriod of Report 

/ I  

Typeof LENG H Poie iles) 
p X e b  3 u dergpunrhges 

supporting report circuit miles) Of 

UESlGNATlON VOLTAGE (KV) Line (Indicate where 
NO. other than 

60 cycle. 3 phase) 
Un ' cure n ' rucures ~ i ~ ~ ~ i k  

From TO OperaUng Designed Structure $'&A VotsdOoAer Line 

(a) (b) (e) (d ) (e) 90 (9) (h) w&w 
2 Pocket Phlpps Bend 500.M 500.00 ST 21.39 $-&ggg@ 

v + l g  4 Ghent Plant Brown No& 345.K 345.00 ST 113.87 r5G:**":a 
5 Ghent Piant Batesviile 345.0 345.00 ST 7.32 Tfl&Z.% 

135.31 kmmz 

- *. . 35.48 I Pocket Plneviiie 500.M 500.00 ST 

3 

345.0[( 345.00 HFBST 6 Brawn Plant Elmer Smith 
7 Brown North K.U. Park 345.0q 345.00 ST 102.47 



This Re ort is: 
(1) d A n  Original 

Date of Repoit 
(Mo, Da. Yr) 

ame of Respondent 
:entu&y Utilities Company (2) n A  Resubmission I /  -- 

TRANSMISSION LiNE STATISTICS (Continued) 
Do no1 report the same lransmission line slruclure Mce. Report Lower voltage Unes and higher voltage lines as one line., Designale in a footnote if 

N do no1 include Lower voltage lines with higher voltage lines.. If two or more transmission line SLNCtures support lines of Ihe Same vollage, r e p o r t  lhe 
>le miles of lhe primaty slruclure in column (0 and the pole miles of the olher lineis) in column (g) 

Designate any lransrnission line or porlion hereof for which the respondent is not lhe sole owner, If such property is leased from anolher wrnpany.  
ive name of lessor, dale and terms of Lease. and amounl of rent for  year^ For any transmlssion line olher lhan a leased line. or portion thereof” for 
hich lhe respondent is not lhe sole owner but which Ihe respondent operates or shares In lhe operation of. furnish a succinct statement explaining the 
rrangemenl and giving particulars (delaiis) of such matters as percent ownership by respondent in h e  line, name of co-owner. basis of sharing 
xpenses of the Line, and how the expenses bome by Ihe respondent are acwunted for. and accounts affected. Specify whether iessor. co-owner. or 
iher party is an associated company. 

elermined. Specify whether lessee is an associaled wmpany 
0 Base lhe plant wst  Bgures called ,’or in columns 0) lo (I) on lhe book cost at end of year 

- 

Designate any transmission line leased lo another company and give name of Lessee. date and lerms of lease, annual rent for year, and how 

YearlPeriod of Repor t  
End of 20071614 

- 
Size of 

EXPENSES. EXCEPT DEPRECIATION AND TAXES 
Land rights. and clearing right-of-way) 

Conductor 
and Material 

(i) 
i4mtm 
i4mcm 

15mm 
irlm 
i4mm 
%mm 

Land Construclion and Total Cost Operation Maintenance Rents Total i in i  
Expenses No 

1.385.561 15.452.581 16.838.142 1 
280,371 7,345,173 8,225,544 2 

3 
2,495,681 16,382,353 19,478,034 4 

437,159 4,810.707 5,247,866 5 
1,615,764 17.192.915 18,808,673 8 

(0) (P) 
Olher Costs Expenses Expenses 

(il (k) 01 (m) (n) 

1,111,58c( 21,485,959 22,538,539 7 

FERC FORM NO 1 [ED. 12-87) Page 423 

%mm 
;6mm 
56mcm 
j6mm 
35mun 
54mm 
56mm 
95mm 

8 
1,284,447 10,969.511 12273.958 9 

268.660 2,128,731 2,397,451 10 
270.147 3,982,613 4,252,766 11 
559,98e( 3,999,719 4,559,707 12 

I 14,306 14,306 14 
300,84E( 6,011,864 6,312713 13 

261,984 307.186 569,176 15 
16 

I 
_I 

84.144 4,559,920 4,644,063 
17 

lanous 8.202.314 124,433,048 132,641,360 30 
31 
32 
33 

400,237 3,515.529 56,986 3.972.755 34 
35 

- 

___ 

22.803.700 268,735,516 311,599,216 400.237 3,515,523 56.986 3.972.75d RK 





Name of Respondent 

Kenlucky Ulllities Company 

]Schedule Page: 422 Line No.: I Column: h 
Contains both single and double circuitry. 
IScheduIe Page: 422 Line No.: 2 Column: h 
Contains both single. and double circuitry. 
pchedule Page: 422 Line No.: 4 Column: h 
Contains both single and double circuitry. 
ISchedule Page: 422 Line No.: 5 Column: h 
Contains both single and double circuitry. 
bchedule Page: 422 Line No.: 6 Column: h 
Contains both single and double circuitry. 

Contains both single and double circuitry. 
bchedule Page: 422 Line No.: I O  Column: h 
Contains both single and double circuitry. 

Contains both single and double circuitry. 
bchedule Page: 422 Line No.: 13 Column: h 
Contains both single and double circuitry. 
/Schedule Page: 422 Line No.: 16 Column: h 
Contains both single and double circuitry. 
[Schedule Page: 422 Line No.: 18 Column: h 
Contains both single and double circuitry. 
[Schedule Page: 422 Line No.: f 9  Column: h 
Contains both single and double circuitry. 
[Schedule Page: 422 Line No.: 21 Column: h 
Contains both single and double circuitry. 
/Schedule Page: 422 Line No.: 23 Column: h 
Contains both single and double circuitry. 
bchedule Page: 422 Line No.: 25 Column: h 
Contains both single and double circuitry. 
bchedule Page: 422 Line No.: 27 Column: h 
Contains both single and double circuitry. 
bchedule Page: 422 Line No.: 30 Column: h 
Contains both single and double circuitry 

I 

ISchedule Page: 422 Line No.: 9 Column: h - 

/Schedule Page: 422 Line No.: I? Column: h I 
1 

I 

I 

~- 2 

This Report is: Date of Report Year/Period of Report 
(1)XAn Original (Mo, Da, Yr) 
(2) _ _ A  Resubrnission I 1  2007W4 

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 



34 
35 
36 
37 
38 
39 
40 

I 

Earlington North ~ Earlington Transmission * 161.00 69.00 13.20 
East Frankfort - Frankfort Transmission ' 138.00 69.00 13.20 
Elihu -Somerset Transmission * 161.00 69.00 13.20 
Elizabeihlown - Elizabeihlown Transmission * 138.00 69.00 13.1 
Eminence Transmission' 69.00 
Eva* Transmission' 69.00 

Farley- Carbin Transmission ' 161 .(IO 13.20 

69'00 i 



Name of Respondent 
Kenlucky UtlllUes Company 

5. Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc and auxiliary equipment for 
increasing capacity. 
6. Designate substations or major items of equipment leased from olhers, jointly owned with others, or operaled otherwise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annuai rent For any substation or equipment operated other lhan by reason of sole ownership or lease, give name 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 
affected in respondent's books of account Specify in each case whether lessor, co-owner, or other party is an associated company. 

:,tjis R&rt Is: 
Dale of Report YeadPeriod of R e p o r t  

n Original (Mo. Da. Yr) End of 2007/Q4 
(2) n A  Resubmission / I  

Capacityof Substation T ~ ~ ~ ~ ~ , ' &  
(In Service) (In MVa) In Service 

(f) (9) 
94 1 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line 
Transformers Type of Equipment Number of Units Total Capacity No 

Number oi  
Spare 

(In MVa) 
th) 0) U) (k) 

NONE/ I 1 

448 
150 

56 
56 

I 

1 NONE 2 
1 NONE 3 

1 NONE 4 
1 NONE 5 

94 11  NONE^ 1 6  

NONE/ 8 

34 

150 

FERC FORM NO. 1 (ED. 12-96) Paae 427 

NONE 10 

1 NONE 11 

1 NONE 12 
NONE 13 

380 

728 

448 
504 

120 
185 
50 

NONE 14 

2 NONE 15 
5 NONE 16 
1 NONE 17 
1 NONE 18 

1 NONE 19 
1 NONE 20 

1 NONE 21 

__ 

187) 21 NONEI I 1 22 

93 1 NONE 24 
NONE 25 

112 1 NONE 26 
112 1 NONE 27 

NONE 26 
112 1 NONE 29 

NONE 30 
31 3 NONE 31 

-I-- 

~~~~ ________ ~~ ~ 

I 

1 87 
224 
224 
187 

150 

149 

32 

2 NONE 33 
I NONE 34 

2 NONE 35 
2 NONE 36 
1 NONE 37 

NONE 36 
NONE 3s 

1 NONE 4c 

- NONE 

- - . ~ -  



This Re ort is: Date of Report 
(1) $An Original (Mo. Da. Yr) 

Name of Respondent 
Kentucky Utiiiiies Company (2) O A  Resubmission / /  

I 1 Report below the informalion called for concerning substations of the respondent as of the end of  the year. 
2 Substations which serve only one industrial or street railway customer should not be listed below 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy far resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whelher transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stat ions in 
column (0 

Yeadperiod of Report 
End of 20071Q4 

26 lmbodsn - Big Slone Gap Transmission * 161.00 69.00 13.20 

27 indian Hili Transmission' 69.00 

28 Kenlon - Maysville Transmission * 132.00 69.00 13.20 

29 Kenlon - Maysville Transmission * 138.00 69.00 13.20 
30 KU Park - Pineviiie Transmission' 69.00 

32 Lake Reba Tap ~ Richmond Transmission * 161.00 138.00 6.60 
31 Lake Reba I Richmond Transmission ' 138.00 69.00 13.20 

33 Lanoaster Transmission' 69.00 

34 Lansdowne -Lexington Transmission * 138.00 69-00 13.20 

35 Lebanon - Lebanon Transmission * 80.00 40.00 13.20 

36 Leilchfieid - Leitchfield Transmission * 138.00 69.00 13.20, 

FFRC: FORM NO 1 (ED. i2-961 Page 4261 

37 Lexingtan Piant- Lexington Transmission* 69.00 

38 Livingston County Transmission' 161.00 

39 London - London Transmission' 69.00 
40 Loudon Ave - LeXinglon Transmisslon ' 138 00 69,.00 13,.20 



Name of Respondent 
Kenlucky Utilities Company 

YearIPeriod of R e p o r l  
End of 2007/Q4 

This Re orl IS: 
(1) d A n  Original 

Dale of Report 
(Mo. Da. Yr) 

(2) A Resubmissinn I /  

Line 
Number of Units Total Capacity No 

Number of CONVERSION APPARATUS AND SPECIAL EQUIPMENT 
Type of Equipment 

40 3 NONE 1 

299 2 NONE 2 
NONE 3 

4 450 1 1 NONE 
448 1 NONE 5 

616 1 NONE 6 
1210 2 NONE 7 

605 1 NONE 8 
NONE 9 

NONE 10 

93 1 NONE 11 
12 214 2 6 NONE 

261 2 NONE 13 

200 2 NONE 14 

112 1 NONE 15 
93 1 NONE 16 

59 1 NONE 17 

Spare Capacity of Subslalion .T&$;,& 
(in Service) (In MVa) In Service Transformers 

(In MVa) 
(0 (9) (h) (1) 0 )  (k) 

- 
__II 

- 

149 1 NONE 18 

448 1 NONE 19 

149 1 NONE 20 
NONE 21 

94 1 

224 2 

149 1 

33 1 
112 1 

149 1 

200 1 

_._- 

1 112 

100 6 
93 1 

- 

262 2 

FERC FORM NO. 1 (ED. 12-96) 

NONE 22 

NONE 23 
NONE 24 

NONE 25 

NONE 26 
NONE 27 

1 NONE 28 

NONE 29 
30 

NONE 31 

NONE 32 

NONE 33 
NONE 34 

NONE 35 

NONE 36 

NONE 37 
NONE 38 
NONE 39 

NONE 40 

- 

-._____ 6 NONE 

Page 427..1 



This Re art Is:. . Dale oi Report 
(1) $An Originai (Mo, Da, Yr) 

Name of Respondent 

Kentucky Uliillies Company (2) C I A  Resubmission / /  

YearlPenod of Report 
End of 2007lQ4 

Name and Localion of Subslalion Characler of Subslalion 
VOLTAGE (in MVa) 

Primary [ Semndary I Tertiary 
I 

1 

2 

3 
4 

5 

6 

(a) (b) ( 4  (0) (e) 
Lynch. Harlan Transmission' 69.00 
Marion Transmission' 69.00 
MeidNrnSW Transmission' 69 00 
Middlesboro- Middiesboro Transmission, 69.00 
Millersburg . Miilersburg Transmission' 69.00 
Morganfieid - Morganiiald Transmission * 161.00 69.00 13.2 



Name of Respondent 
Kenlucky Ulilities Company 

This Re ort is: Date of Report YeadPeriod of Report 
(1) $An Original (Mo. Oa. Yr) End of 2007ia4 

I I  

FERC FORM NO 1 (ED. 12-96] 

. . .  ~~ . . _. . .  . 
increasing capacity. 
6., Designate substations or major items of equipment leased from others. jointly owned with others, or operated otherwise than b y  
reason of sole ownership by the respondent For any substation or equipment operated under lease, give name of lessor, date a n d  
period of lease, and annual rent For any substation or equipment operated other than by reason of sole ownership or lease. give name 
of co-owner or other party, explain basis of sharing expenses or other accounting between Vla parties. and state amounts and accounts 
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company., 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line 
(In Service) (In MVa) in Senrice Transformers Type of Equipment Number of Units Total Cw=W No. 

1 NONE 
NONE 2 
NONE 3 
NONE 4 

NONE 5 
112 1 NONE 6 

NONE 7 

NONE 8 
NONE 9 

93 1 3 NONE 10 
150 I NONE 11 
560 1 NONE 12 

504 1 NONE 13 
243 2 NONE 14 

NONE 15 
112 I NONE 16 
112 1 NONE 17 

187 1 NONE 18 
448 1 NONE 19 

NONE 20 
NONE 21 

56 1 NONE 22 

NONE 23 

61 1 1 NONE 24 
93 1 NONE 25 
93 1 NONE 26 

NONE 27 

28 NONE 
NONE 29 

50 1 NONE 30 
NONE 31 

89 2 NONE 32 
NONE 33 

90 1 NONE 34 
38 3 1 NONE 35 
a3 1 1 NONE 36 

112 I 1 NONE 37 
NONE 38 

1 NONE 39 

Number of 
Spare . Capacity of Substation T ~ ~ $ ' ~ , ~ ~ s  

(In MVa) 
(0 (9) (h) ($1 6) (k) 

- 

__ 

- 

- 
~~ 

._ 

- 

.- 

~. , l l Z 1  1, , NONE, , , 40, 

Page 427.2 



This R e f l  is:. 
(1) X An Onginai (MO, Da. Yrt 

Date of Report Name of Respondent 

Kentucky Utititie~ Company (2) C ] A  Resubmission / /  

1 ,, Report below the information called for concernlny substations of the respondent as of the end of the year,. 
2. Substations which serve only one industrial or street railway cuslomer should not be  listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with eneryyfor resale, may be grouped accord ing 
to functional character, but the number of such substations must be shown,. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether  
anended or unattended. At the end of the page, summarize according to function the capacities reported fer the individual s ta t ions in 
column (0 

Yeadperiod of Report 
~~d of 2007/Q4 

VOLTAGE (In MVa) 
Character of Subslatton 

Llne 
NO. Primary Secondary Teriiary 

Name and Localion of Subslation 

(a) (b) (C) (d) (e) 
~ 

I west Cliff- Harrodsburg Transmission 138.00 69.00 13.21 
2 West Frankfort ~ Shetbyvitie Transmission * 345.00 138 00 13.2' 
3 Wesl Frankfort - Sheibyvitle Transmission * 138.00 69.00 13.2' 

4 West twine - twine Transmission * 161,.00 69 00 13.21 

5 West Lexington - Lexington Transmission * 345.00 138.00 13.2 
6 Wheatcroft Transmission' 69.00 

7 Wickliffe. Bariow Transmission * 161.00 69.00 13.2 
8 Wtliiamsburg SW Transmission' 69.00 

9 Winchester City Transmission' 69.00 

10 Wofford Transmtssion' 69.00 

11 Tolal Transmission 18480.00 6227.10 937.3 

12 
13 A.O. Smilh-ML Sterling Distributlon * 69.00 12.47 

34.50 14 Adams12KV Disribution * 69.00 

15 Aistn I2KV DistribUUon * 69.00 12.47 
16 Alexander - Venallies Disiribution * 69.00 12.47 
17 American Ave.. Lexington Distribution * 69.00 4.16 
18 Andover ~ Norton Distribution' 69.00 34.50 
19 Ashland AVe. - Lexington Dtslribution ' 69.00 4.16 
20 Ashland Pipe - Lexinglon Distribulion ' 69.00 12.47 
21 Augusta 12KV Dtstrihution * 69 .QO 12.47 
22 Bardstow City 12KV Dtstrlbution * 69.00 12.47 

DlslribUttOn ' 69.00 12.47 23 Bardstown ind. 12KV 
24 Beaver Dam ~ Beaver Dam Dislribution * 69.00 12.47 
25 Beaver Dam North - Beaver Dam Distribulion * 69.00 12.47 
26 Beit Line Lexington Distribution * 69.00 12.47 

- 
I- 

- 

27 Bevier - Earlington Dislribution' 69 00 34 50 

28 Big Stone Gap - Big Stone Gap Distribution * 69.00 12.47 

29 Bond - Coebum Distribution * 69.00 12.47 
30 Boone Ave. - Winchester DtslribUUOn * 69.00 12.47 
31 Borg Warner - Earlingion Dislribution ' 69.00 12.47 
32 Bryant Road ~ Lexington Dislribullon * 69.00 12.47 

33 Buchanan - Lexington Dislribution * 69.00 4.16 
34 Buena Visla 12KV Dislniution * 69.00 12.47 
35 Bumside ~ Somerset Distribution ' 69.00 12.47 
36 Camargo - MI. Sterling Distribulion * 69.00 12.47 
37 Campelim'tte I - Campettsvtite Distribution * 69.00 12.47 
38 Campeilsvilte 2 - Campetisvitle Distribution* 69.00 12.47 
39 Camtown - A U Q U S ~ ~  Distribution 69.00 12.47 

40 Caron - London Dislribution * 69.00 12.47 

- 
FERC FORM NO .I (ED.. 12-96) Pase 426.3 



Name of Respondent 
Kentucky Utilities Company 

This Re orl Is: 
(1) d t m  Origlnai 
(2) C ] A  Resubmission 

5.  Show in columns (I), (i). and (k) special equipment such as rotary converters. rectifiers, condensers. etc. and auxiliary equipment io1 

Dale of Report 
(Ma. Da, Yr) 

YeadPeriod of Report  
End of 2007/04 

I /  

increasing capacity 
6 Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by 
reason of sole ownership by the respondent For any substation or equipment operated under lease, give name of lessor, date a n d  
period of lease, and annual rent For any substation or equipment operated other than by reason of sole ownership or lease, give name 
of co-owner or other party, explain basis of shanng expenses or other accounting between the parties, and state amounts and accounts 
affected in respondent's books of account Specify in each case whether lessor, co owner, or other party is an associated company 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line Capacity of Subsfahon T ~ ~ $ & ~ ~ s  Spare 
(In SeMW) (In MVa) In Service Transformers Type of Equipment Number of Units Total CaPadtv No 

Number of 

(In MVa) 
tf) (9) (h) (1) U) (k )  

392 3 NONE 1 
448 1 NONE i 
93 1 NONE ? 

56 1 NONE 4 

448 1 NONE : 
NONE E 

93 1 NONE 1 

NONE I 

NONE L 

NONE IC 
17223 114 22 11 

li  

14 1 NONE 1: 
34 2 NONE 14 
1 4  1 NONE 1: 
22 1 NONE If 
14 1 NONE li 

37 1 NONE It 
28 2 NONE 1: 
14 1 NONE 2[ 
14 1 NONE 21 
23 1 NONE 2; 

23 1 NONE 2: 
1 NONE 2L 14 

14 1 NONE 2: 
23 1 NONE 2e 

13 1 NONE 2i 

42 3 NONE 2 
67 3 NONE 2: 

23 1 NONE 3[ 
23 1 NONE 3' 
45 2 NONE 3: 
14 1 NONE 3: 
14 1 NONE 3r 
14 1 NONE 3: 
28 2 NONE 36 
45 2 NONE 37 

38 23 1 NONE 
14 1 NONE 39 
23 1 NONE 40 

~~~ 

- 

-- 

- 
- 

_ _ _ _ _ _ . - ~ ~ _ _ _ _  

- 

___ 

~ 

FERC FORM NO. 1 (ED 12-96) Page  427.3 



Name oiRespondent 
Kentucky Utilities Company I 

SUt(SrATI0NS 

1. Report below the information called for concerning substations of the respondent as of the end of the year 
2. Substations which serve only one industrial or street railway customer should not be listed below 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped acco rd ing  
to functional character, but the number of such substations must be shown,. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whe the r  
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual s ta t ions in 
column (0. 

I 

YeariPeriod of R e p o r  
End of 20071Q4 

I &is K p y t  is: Date of Report 
(Mo. Da. Yr) x An Original 

(21 I 1 A  Resubmission 

~~ 

Line VOLTAGE (In MVa) 
NO Name and Location o i  Subslation Character of Subslation 

Primary Secondary Tertiary'- 
(a) (b) (C) (d) (e) 

1 Canolilon ~ Canotiton Dislribution * 69.00 12.47 

2 Cawood - Harlan Distribution * 69.00 12.47 

3 Clay Mills - Lexington Dislribution * 138.00 12.47 

4 Clinch Valley - Norton Distribution * 69.00 12.47 

5 Columbia - Columbia Distribution * 69.00 12.47 

6 Columbia South -Columbia Distribution . 69.00 12.47 

7 Corbin East - Corbin Distribution * 69.00 12.47 

8 Corning 12KV Distribution * 69.00 12.47 

9 Corporaie Drive 12 2 Distribution * 69.00 12.47 

10 Cynthiana 12KV Distribution * 69.00 12.47 

11 Cynthiana Sou& 12KV Dlsiiibution 67.00 12.47 

12 Danviile 1 - Danviile Distribution * 69.00 12.47 

69.00 12.47 13 Danvitie East - Danvtlle Distribulion * 

14 Danviile lnd. - Danviile Distribution * 69.00 12.47 

15 Danviile North - Danviile Distribullon ' 69.00 12.47 
16 Danvitle West - Oanville Dislribulion * 69.00 12.47 

17 Dart Hollow- Richmond Dtstribulton * 69.00 12.47 
18 Dawson Ind. - Earlington Distribulion * 69.00 4 16 
19 Days Branch 12KV Distribution * 69.00 12.47 
20 Dayton-Walther . Carrollton Distribution * 138.00 12.47 
21 Delaplain - Georgetown Distribution ' 69.00 13.80 _ _ _ _ _ ~  ~ --- 
22 Denham Street ~ Somerset Distribution * 69.00 12.47 
23 Delrott Harvester - Paris Dislrlbution * 69.00 12.47 

Distribution + 69.00 12.47 24 Donerail - Lexington 

25 Dorchesler- Norton Dislribulion * 69.00 22.00 

.I._I_-. 

- 
26 Dow Coming - Carrollton Distribulion * 69.00 12.47 

27 Dozier Helghts 12KV Distribution * 69.00 12.47 
28 Eariington - Earlington Distribution * 69.00 34.50 
29 East Eernstadt ~ London Distribution * 69.00 12.47 

30 East Stone .Big Stone Gap Distribulion ' 69.00 12.47 

31 Eastland - Lexington Distribution * 69.00 12.47 
32 Ellzabethtown industrial - Elizabethtown Distribution * 69.00 12.47 

33 Eminence - Shelbyvitle Distribution * 69.00 12.47 

34 Esservilie -Norton Distribution * 69.00 12.47 

35 Etown #2. Elizabethtown Distribution. 69.00 12.47 

36 Etown #3. Eiizabethtown Distribution' 69.00 12.47 

37 Etown lf4 Eiizabathtown Dislribulion * 69.00 12.47 

38 Etown #5 East - Elizabethtown Distrihulion * 69.00 12~47 
39 Etown Wesl - Eliibelhlovrn Distribution * 69.00 12.47 

40 Ewtngton - Mt. Sterling Distribution * 69.00 12.47 

~~~ _- 

- 

FERC FORM NO 1 (ED 12-96) Paas 4264 



Name of Respondenl 
Kenlucky Ulililies Company 

This Re ort Is: Date of Report YearlPeriod of Report 
(1) &An Original (Mo. Oa. Yr) End of 2007lQ4 
(2) O A  Resubmission 1 1  

Number of Number of 
Spare Capaciiy of Substalion Transfo,mers 

(in Service) (In MVa) In Service Transformers 

(0 (Q) (h) 
14 1 
14 1 

CONVERSION APPARATUS AND SPECIAL ERUIPMENT Line 
Type of Equipment Number of Units Total Capadty No 

(In MVa) 
(i) 0) (k) 

NONE 1 
NONE 2 

37 1 NONE/ 3 

14 1 NONE 5 
14 1 NONE 6 
37 2 NONE 7 
21 4 NONE 8 
23 1 NONE 9 
14 1 NONE 10 

14 1 NONE 11 
23 1 NONE 12 
23 1 NONE 13 
45 2 NONE 14 
14 1 NONE 15 
23 I NONE 16 
14 1 NONE 17 
14 1 NONE 18 
14 1 NONE 19 
14 1 NONE 20 
37 2 NONE 21 
14 1 NONE 22 

23 1 NONE 23 
14 1 NONE 24 

25 42 2 
14 I NONE 26 
14 1 NONE 27 
34 2 NONE 28 
14 1 NONE 29 
14 1 NONE 30 
23 1 NONE 31 
23 1 NONE 32 

33 14 1 NONE 
23 1 NONE 34 
45 2 NONE 35 
23 1 NONE 36 
23 1 NONE 37 
14 1 NONE 38 
23 1 NONE 39 
28 2 NONE 40 

- ~~~~ 

- 

~- ~~ 
- NONE 

~~ 

-- 

- .. 
- 

FERC FORM NO 1 IED 12-96) Paas 4274 



This Re ort is: 
(1) $An Original 

Date of Report 
(Mo, Da, Yr) 

Name of Respondent 

Kenlucky Utilities Company (2) D A  Resubmission I /  

YeadPeriod of Report 
End of 2007/Q4 

VOLTAGE (In MVa) 
Character of Substation 

Line 
NO Primary Secondary Tert iary 

Name and Lmt ion  of SubSlaliOn 

(a) (b) (C) (d) (e) 
1 Ferguson South ~ Somerset Distribution * 69.00 12.47 
2 Florida Tile - Lawrenceburg Distribution 69.00 12.47 

12.47 3 FMC - Lexington Distribution * 69 00 
4 Forks of Elkhom - Georgetown Distribution * 34.50 12.47 

Dislribution' 69.00 34.50 5 Frankfort - Frankfort 
6 GE Lamp Works - Lexington Distribution * 69.00 4.16 
7 Georgetown - Georgetown Dislribution * 69.00 12.47 
8 Green River Steel 2 12 Distribution * 69.00 12.47 
9 Greensburg - Campeiisviile Distribution ' 69.00 12.47 

10 Greenville 12KV -Muhlenburg Distribution * 69.00 12.47 
11 Greenviile North - Muhlenburg Distribution * 69.00 1247 
12 Hading -Lexington Distribution * 138.00 12.47 
13 Haiey - Lexington Distribution * 69.00 12.47 

14 Hambiin ~ Pennington Gap Distribution * 69.00 12.47 
15 Hanson - Earlington Distribution . 69.00 12.47 
16 Hardesty ~ Earlington Distribution' 69.00 34.50 

Distribution * 69.00 12.47 17 Harlan -Harlan 
18 Harlan Wye - Harlan Distribution * 69.00 12.47 
19 Harrodsburg #2 - Harrodsburg Distribution * 69.00 12.47 
20 Harrodsburg #3. Harrodsburg Distribution ' 69.00 12.47 
21 Harrodsburg North 12 Distribulion * 69.00 12.47 

22 Higby Mill 12KV - Lexington Distribution * 138.00 12.47 
23 Highsplint - Harlan Distribution' 69.00 12.47 
24 Hodgenville 12KV nlstribution * 69.00 12.47 
25 Hoover 12KV - Georgetown Dislribution 69.00 12.47 
26 Hopeweii - Corbin Dislribulion * 69.00 12.47 
27 Hone Cave 12KV Distribution 69.00 12.47 
28 Horse Cave industrial ~ Horse Cave Dislribution * 69.00 12 47 
29 Hughes Lane - Lexinglon Dislribution * 69.00 12.47 
30 I8M - Lexington Distribution * 69.00 12.47 
31 lEMNOrul12KV Distribution * 138.00 12.47 
32 lmboden ~ Norton Distribution' 69.00 34,50 

33 Imine -Richmond Distribution * 69.00 12.47 
34 Joyiand I Lexington Distribulion * 69 00 12-47 

35 Kawneer - Cynlhiana Distribuiion * 69.00 12.47 
36 Kenton - Maysviile Distribution * 69.00 12.47 

37 Kenlucky River4KV Distribuiion * 69.00 4.16 
38 LaGrange East Distribution * 69.00 12.47 
39 LaGrange - Penal - LaGrange Distribuiion * 69.00 12.47 
40 Lakeshore - Lexington Dislribution * 69 00 12 47 

__ 

- 

.- 

I 

-- 

I 

I__ 

I 

- 
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Name of Respondent This Report Is: 
(1) B A n  Original 

Kentucky Utilities Company (2) n A  Resubmission 

Date of Reporl YearlPeriod of Report  
(Mo, Da, Yr) End of 20071Q4 

I /  

FERC FORM NO. 1 IED. 12-96) Page 427.5 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Une Capacity of Substabon Transfomlers 
(In SeMce) (In MVa) In Sernce Transformers Type of Equipment Number of LJnits Total CapacQ No 

Number of Number of 
Spare 

(in MVa) 
(9) (h) (1) 6) (k) 

1 
(0 

14 1 NONE 

14 1 NONE 2 

23 1 NONE 3 

14 1 NONE 4 

20 1 NONE 5 

14 1 NONE 7 

14 1 NONE 8 

14 1 NONE 9 

14 1 NONE 6 

- 

1 
1 
1 F;- 14 14 1 1 

14 1 
13 1 

14 1 

14 1 
14 1 

14 1 

14 1 

60 2 
14 1 

14 1 

14 1 

28 2 

28 2 
23 1 

14 1 

75 2 
34 1 

37 1 

14 1 
37 2 
14 1 

28 2 
13 1 

- 

37 2 
23 1 

371 

NONE 10 

NONE 11 

NONE 12 

NONE NONE 13 14 

NONE 15 

NONE 16 

NONE 17 

NONE 18 

NONE 19 

NONE 20 
NONE 21 

NONE 22 
23 NONE 

NONE 24 
25 NONE 

NONE 26 
NONE 27 
NONE 28 
NONE 29 
NONE 30 

NONE 31 

NONE 32 
33 NONE 

NONE 34 

NONE 35 
NONE 3E 

NONE 37 

NONE 3e 

NONE 3: 

-" 

-- 

- 

I I 4c 



This Report IS: 
(I) @An Original (MO, Da. Yr) 

Date of Reporl Name of Respondent 

Kentucky Utilities Company (2) U A  Resubmisslon / /  

column (0 

VOLTAGE (In MVa) 

Primary 1 Sewndary I Tertiary 
Character of Substation Name and Location of Substation 

YearlPerlod of Report 
End of 2007lQ4 



1 YeadPeriod of R e p o r t  1 .  1 Dale sf Report 

Capacity of Substation 
(In Service) (In MVa) 

(0 
14 

6. Designate substations or major items of equipment leased from others, jointly owned with olhers. or operated otherwise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date a n d  
period of lease, and annual rent For any substation or equipment operated other than by reason of sole ownership or iease, give name 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 
affected in respondent's books of account Specify in each case whether lessor, co-owner, or other party is an associated company. 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line 
In Service Transformers Type of Equipment Number of LJnils Tola1 Capacity No 

Number of 
Spare T:::F&:'s 

(In MVa) 
(S) (h) (1) (1) (k) 

1  NONE^ I 1 
671 2 NONE/ 2 

4 

6 

141 1 NONE/ 8 

FERC FORM NO. 1 IED. 12461 Page 427.6 

10 45 2 NONE 
28 2 NONE 11 
14 1 NONE 12 
37 1 NONE 13 
45 2 NONE 14 
37 1 NONE 15 

23 1 NONE 16 
14 1 NONE 17 
14 3 NONE 18 
23 1 NONE 19 

14 1 NONE 20 

14 1 NONE 21 
22 14 1 NONE 

14 I NONE 23 

14 1 NONE 24 

14 1 NONE 25 
14 1 NONE 26 
14 1 NONE 27 

28 2 NONE 28 

28 2 NONE 29 
30 14 1 NONE 

14 1 NONE 31 
14 1 NONE 32 
14 1 NONE 33 
14 1 NONE 34 
14 1 NONE 35 
14 1 NONE 36 
14 1 NONE 37 
20 1 NONE 38 
14 1 NONE 39 
14 I NONE 40 

I_ 

__ 

. .- ~~~ 

I 

_ _  
.- 

__ 

~ - ~ _ _ _ _ _ _  



This Re ort Is: 
(1) $ ~ n  Oiiginal 

Name of Respondent 

Kentucky Utilities Company (2) C ] A  Resubmission 

YearIPeriod of Report 
End of 2001/Q4 

Date of Report 
(Mo. Da, Yr) 

I 1  

1 Report below the information called for concerning substations of the respondent as of the end of the year 
2 Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of  Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or  unattended At the end of the page, summarize according to function the capacities reported for the individual stat ions in 
column (0. 

(1) 
(2) 

Name of Respondent 
Kentucky Utilities Company 

VOLTAGE (In MVa) 
Name and Location of Substation Character of Substation Line 

N O  Primary Secnndary Tertiary 
(a) (b) (C) (d) (e) 

1 Oxford -Georgetown Distribution * 69.00 12.47 

2 Paris -Paris Distribution * 69.00 12.47 

3 Pa&sr Seal 12KV - Winchester Distribution * 69.00 12.47 

4 Parkers Mill 12KV Distribution * 69.00 12.47 

5 Pepper Pike 12KV - Georgetown Distribution * 34.50 12.47 

6 Picadome 12KV - Lexington Distribution * 69.00 12.47 

7 Pineviile 12KV Distribution * 69,.00 12.47 

8 Pocket - Norton Distribution' 69.00 34.50 
9 Poor Valley - Pennington Gap DIsMbution * 69.00 12.47 

~ DlslrJbutioi'~~~ 69.00 12.47 i o  Powderiy- Muhienburg 
11 Princeton - Princeton Distributlon' 69.00 34.50 

12 ProctorlGambie 4KV Distribution * 69.00 4.16 

13 Ram Street - Ledngton Distribution 69 00 12.47 

14 Radcliff - Raddlff Dislribution * 69.00 12.47 

15 Red House 12KV DlstribuUon * 69.00 12.47 

16 Reynolds - Lexington Distribution * 138.00 12.47 

17 Richmond 12KV Dislribulion ' 69,OO 12.47 

18 Richmond #3 12KV (EKU) Distribution * 69.00 12.47 

19 Richmond #B 4KV (EKU) Distribution * 69.00 12.47 

20 Richmond East Distribution 69.00 12.47 

21 Richmond Industrial Dlstribution ' 69.00 12.47 

22 Richmond South Distribution * 69.00 12.47 

23 Rockweil- Winchester Distribution * 69.00 12.47 
24 Rogersviile - Radcliff Distribution' 69.00 12.47 

26 Salem - Eariingtom Distribulion' 69.00 34.50 

27 Shannon Run 12KV Distribution * 69.00 12.47 

28 Sharon ~ Augusta Distribution * 69.00 12.47 

29 Shavers Chap 12KV Distribution * 69 00 12.47 

30 Shelbyville Northl2KV Dlstrlbution * 69.00 12.47 

31 Sheibyville East Distribution * 69.00 12.47 

33 Slmpsonville - Shelbyvlile Distribulion. 69.00 12.47 

34 Somerset #2 4KV Dislribution * 69.00 4.16 

35 SomersetH3 12KV Distribution * 69.00 12.47 

36 Somerset South Dislrlbution * 69 00 12.47 

I 

25 Rumsey ~ Earlington Distribution' 34.50 34.50 
I------- 

~~~ ~~~ ~~ 

32 Shelbyville Sout i  Distribution * 69.00 12 47 

- 

37 Springfield ~ CampbeUsville Dlstibution * 69.00 12.47 i 
38 St. Paul 12KV Distribution * 69.00 12.47 

39 Stanford 12KV Distribution * 69.00 12.47 

40 Stanford Nom 12KV DistribuUon * 69.00 12 47 

FERC FORM NO,. 1 IED,. 12-961 Pane 4 X . 7  



Name of Respondent This Report 1s Dale of Report YearlPeriod of Repor t  
Kenlucky Lltililies Company 

SUBSTATIONS (Conbnued) - 
5 Show in columns (I), 6). and (k) special equipment such as rotary converters, rectifiers, condensers, etc and auxiliary equipment for 
increasing capacity 
6 Designate substations or major items of eqUlpment leased from others, jointly owned wilh others, or operated otherwise than by 
reason of sole ownership by the respondent For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annual rent For any substation or equipment operated other than by reason of sole ownership or lease, g i ve  name 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 
affected in respondenPs books of account Specify in each case whether lessor, co-owner, or other party is an associated company 

(Mo, Da. Yr) End of 2007lQ4 (1) N A n  Original 
(2) O A  Resubmission I 1  

Line CONVERSION APPARATUS AND SPECIAL EQUIPMENT 

Type of Equipmenl Number of Units Total Capacity No 

14 1 NONE 1 

14 1 NONE 2 
23 1 NONE 3 
45 2 NONE 4 
14 1 NONE 5 
23 1 NONE 6 
28 2 NONE 7 

8 20 1 NONE 
14 1 NONE 9 

14 1 NONE 10 
13 1 NONE 11 

NONE 12 14 

14 1 NONE 13 

23 1 NONE 14 
14 1 NONE 15 

77 2 NONE 16 
45 2 NONE 17 
23 1 NONE 18 
14 1 NONE 19 
23 1 NONE 20 
23 1 NONE 21 
23 1 NONE 22 
23 1 NONE 23 
23 1 NONE 24 
13 1 NONE'--"'-- 25 
14 1 NONE 26 
14 1 NONE 27 
14 1 NONE 28 
14 1 NONE 29 
23 1 NONE 30 
23 I NONE 31 
37 2 NONE 32 
11 1 NONE 33 
14 1 NONE 34 
14 1 NONE 35 
14 1 NONE 36 
14 1 NONE 37 

2 NONE 38 45 

14 1 NONE 39 
14 1 NONE 40 

Number of 
Spare Capaclty of Substabon T & ~ ~ ~ k ) ~ s  

(In Service) (In MVa) In SeMce lransloners (In MVa) 
(0 (Q) (h) ( 8 )  6) (k) 

- 

__ - 

~ _ _ _ _  ~- 
- 1 - 

_. 

-I_ -- 
I 

- 

I 

________ ~ _ _ _ _ _ _ ~  

I" 

_. 

FERC FORM NO 1 (ED 12-96) P a w  4277 



This Report is: Name of Respondent 
(1) B A n  Original 

Kentucky Utilities Company (2) n A  Resubmission 

YearlPeriDd of Report Date of Report 
(Mo. Da. Yr) End Of 2007/Q4 

I /  

VOLTAGE (In MVa) 
Character of Substation 

Line 
No Prlmary Secondary Tert iary 

Name and Location of Substalion 

(a) (b) (e) (4 (e 1 
I Slonewalll2KV. Lexington Distribution * 69.00 12.47 

2 Syivania 12KV I Winchester Dislribulion * 69.00 12.47 

3 Taylorsviiie - Sheibyvlile Distribution' 69.00 12.47 

4 Toyoia Nom Distribulion * 138.00 13.20 

5 Toyota Soulh Dislribution * 138.00 13.20 

6 Trafton Ave. 12KV ~ Lexington Disiribulion 69.00 12.47 

7 Tmfton Ave. 4KV - Lexington Dislribution ' 69.00 4.16 
R I IK Smtt 12KV Dislribulion * 69.00 12.47 

FERC FORM NO. 1 (ED. 12-36) Page 426.8 

34 
35 

36 
37 

38 
39 
40 

' Unattended 

". Summary 
Transmission 111 

Distribulion 481 

Tolai 592 
_I 



?Name of Respondent 
Kentucky Utilities Company 

YearlPeriod of Report - Date of Report This Re ort Is: 
(1) d A n  Original (Mo. Oa. Yr) End of 2007/Q4 
(2) C ] A  Resubmission / I  

SUBSTATIONS (Continued) 
5 ,  Show in columns (I), (i), and (k) special equipment such as rolary converters, rectifiers. condensers. etc., and auxiliary equipment foi 
increasing capacity., 
6. Designate substations or major items of equipment leased from olhers. jointly owned with others, or operated otherwise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give namt 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 
affected in respondent's books of account Specify in each case whether lessor, co-owner, or other party is an associated company. 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line Capacity of Substation T ~ ~ ~ ~ ~ ~ ~ ~ s  Spare 
(In Service) (In MVa) in Service Transformers Type of Equipment Number of Unils Totai Capacity No 

Number of 

(In MVa) 
(0 (9) (h) (1) 0 )  (k) 

37 1 NONE 1 
1 23 1 NONE 

14 1 NONE 
e4 3 NONE 4 
84 3 NONE 1 

14 1 NONE 
14 1 NONE 1 
37 I NONE t 
65 2 NONE 1 
14 1 NONE I[ 
14 1 NONE 11 

1: 14 1 NONE 
14 1 NONE 1: 
23 I NONE I d  

._ 
~ 

_. 

- 

I l i  

141 1 

FERC FORM NO., 1 (ED. 92-96) Page 427.8 

I li  NONE^ 

14 1 NONE/ 1: 

28 
67 
14 
45 
14 
14 
23 
14 
23 

1714 

6653 

17223 
6653 
23876 

2 NONE 2 
3 NONE 22 
I NONE 23 
2 NONE 24 
1 NONE 25 
1 NONE 26 
1 NONE 27 
1 NONE 28 
1 NONE 29 

407 NONE 30 
31 

676 32 
33 
34 
35 
36 
37 

114 22 38 
676 39 
790 22 40 

- 

___ ~ ~ ________ _______ 

- 





Name of Respondent 

Kentucky Utilities Company 

bchedule Page: 426 Line No.: 15 Column: b 
( G )  Generation 

(G)  Generation 
bchedule Page: 426 Line No.: I 9  Column: b 
( G )  Generation 

bchedule Page: 426 Line No.: 20 Column: b 
(G)  Generation 

( G )  Generation 
ISchedule Page: 426.1 Line No.: 6 Column: b 
(G)  Generation 

bchedule Page: 426.1 Line No.: 7 Column: b 1 
(G)  Generation 

\Schedule Page: 426.1 Line No.: 8 Column: b J 
(G)  Generation 

bchedule Page: 426.1 Line No.: 12 Column: b 
( G )  Generation 

__ 

/Schedule Page: 426 Line No.: 31 Column: b -___l_j 

Fchedule Page: 426.1 Line No.: 17 Column: b ___ 

This Report is: Date of Report Year/Period of Report 
(1) &An Original (Mo, Da, Yr) 
(2) -A  Resubmission / I  20071Q4 

[GI Generation 
/Schedule Page: 426.2 Line No.: 36 Column: b 
(G) Generation 

/Schedule Page: 426.2 Line No.: 39 Column: b 
Commissioned i n  2 0 0 8 .  

IFERC FORM NO. 1 (ED. 12-87) Page 450.1 



INDEX 

Schedule Paqe No. 

Accrued and prepaid taxes . ,. ,. , . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . .  . . .  . _  ... 262-263 
Accumulated Deferred InCOmc Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I. . . . . . .  234 

272-27 7 

Accumulated provisions €or depreciation of 
common utility plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  356 
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Advances 
from associated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  256-25'7 

Allowances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I . . . . . . . . . . . . . . . .  
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of nuclear Euel . . . . . . . .  . . . . . . . . .  ...................... 202-203 

appropriations of Retained Earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  118-119 
Associated Companies 

advances f rm . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  " ,  , . .  , . ,  " . "  . , . ,  . . , .  . , .  256-257 
corporations controlled by respondent . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . .  " . . . . . . . . . . . . . . .  103 
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Bonds . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25G257 
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Cash flows, statement of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .". , ". 120-121 
Changes 

important during year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . .  108-109 
construction 

work in progress - common utility plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
work in progress - electric . , , . . " .  . . . . . . . . . . . . . . .  . . . . . . . . . . . . .  
work in progress - other utility departments . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . .  2 0 0 - 2 0 1  

Control 
corporations controlled by respondent . . . . . . .  . . . . . . . . .  " . , , . .  , . ,. 103 
over respondent . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  102 

controlled by . . . . . . . . . . . . .  . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  103 
incorporated . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  103. 

CPA. background information on ,.I.. . . . . . . .  101 
CPA Certification. this report form . . . . . . .  . . , , ,  , " . _  . , . . ,. ,, . . "  i-ii 

Corporation 

. . . . . . . . . . . . . . . . . .  . . . . . . . .  . . . . . . . . .  
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INDEX (continued) 
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336-33 7 
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Kentucky Utilities Company 
Case No. 2008-00251 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:OOl Section 10(6)(n) 

Sponsoring Witness: Shannon L. Charnas I John J. Spanos 

Description of Filing Requirement: 

A summary of the utility's latest depreciation study with 
schedules by major plant  accounts, except that 
telecommunications utilities that have adopted the 
commission's average depreciation rates shall provide a 
schedule that identifies the current and test period 
depreciation rates used by major plant accounts I f  the 
required information has been filed in another commission 
case a reference to that case's number and style will be 
sufficient 

Response: 

On May 16, 2001, the Company filed with the Commission the 
depreciation study (with schedules by major plant accounts) supporting 
the Company's current depreciation rates in Case No. 2001-00140, In the 
Matter of- Application of Kentucky IJtilities Company ,for an Order 
Approving Revised Depreciation Rates. The Company incorporates that 
study herein by reference. 

On December 28, 2007, the Company filed with the Commission an 
application filing a new depreciation study (with schedules by major 
plant accounts) and accompanying testimony in Case No. 2007-00565, In 
the Matter ofi Application of Kentucky IJtilities Company to File 
Depreciation Study. The Commission has not yet approved the new 
study, and the Company has moved the Commission to consolidate Case 
No. 2007-00565 with this proceeding, upon which motion the 
Commission has not yet ruled. The Company incorporates by 
reference that depreciation study as well. 





Kentucky Utilities Company 
Case No. 2008-00251 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:OOl Section 10(6)(0) 

Sponsoring Witness: Valerie L. Scott 

Description of Filing Requirement: 

A list o f  all commercially available or in-house developed 
computer software, programs, and models used in the 
development of the schedules and work papers associated with 
the f i l ing  of the utility's application. This list shall include 
each software, program, or model; what the software, 
program, or model was used fo r ;  identifj, the supplier of each 
software, program, or model; a brief description o f  the 
software, program, or model; the specifications f o r  the 
computer hardware and the operating system required to run 
the program. 

Response: 

See attached. 





List of Software, Programs and Models Used 

Microsoft Word 2003 This Application was used to prepare the majority of this 
filing. 

Personal or multimedia computer with a Pentium 233MHz processor or greater 
Microsoft Office XP, Microsoft Windows XP or higher operating system 

Microsoft Excel 2003. This Application was used to prepare the spreadsheet 
documents utilized in this filing. 

Personal or multimedia computer with a Pentium 233MHz processor or greater 
Microsoft Office XP, Microsoft Windows XP or higher operating system 

Microsoft PowerPoint 2003. This application is the presentation application used to 
prepare some of the graphs in the testimony. 

Personal or multimedia computer with a Pentium 233MHz processor or greater 
Microsoft Office XP, Microsoft Windows XP or higher operating system 

Adobe Version 7.0. This application was used to preserve and secure the layout of 
documents created in other applications. 

Personal or multimedia computer with Intel Pentium or equivalent processor 
Microsoft Windows NT with Service Pack 6 or 6a or higher operating system 

Proprietary Model prepared by The Prime Group, L.LC. This model was used to 
prepare the cost of service study. 

Personal or multimedia computer with a 486 or higher processor 
Microsoft Windows 95 or higher operating system 





Kentucky Utilities Company 
Case No. 2008-00251 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:OOl Section 10(6)(p) 

Sponsoring Witness: S. Bradford Rives 

Description of Filing Requirement: 

Prospectuses of the most recent stock or bond offerings 

Response: 

See attached. 
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NOT A N E W  ISSIJE 

conditions and cnccptions set forth under the caption ”Tax Treatmcnt.“ undcr then current law. interest on each series of Bonds offered would 
bc excludable from thc gross incomc of the rccipicntr thereof for federal incrmc tax purposes, except that no opinion was enprcssed regarding such 
e d u i o n  from gross income with respcct to my Bond during any period in which i t  iJ held by a “substantial UICT” or a “rclatcd person” of the 
related Project as such terms arc used in Section 147(u) of thc Internal Rcvcnue Code of 1986, as amended (thc “Code”) lntcrest on each series 
of Bands would bc an item of t u  prefercnce in determining alternative minimum taxable income far individuals and corporations undcr the Code 
Such intcreit may bc subject IO certain fedcral income taxes imposed on certain corporations, including imposition 01 the branch profits tax on a 
portion of such intemt Bond Counsel was furtlicr of the opinion that intcrcrt on each serics 01 Bonds would bc excludable lrorn the gross 
income 01 the iccipients thereof for Kentucky income tax purposes and that. undcr then current law, the principal of e d i  series of Bonds would 
be cxcmpt from ad w l o m n  taxcs in Kentucky Such opinions haw not been updatcd 9s of thc date hereof and no continuing tax cxemption 
opinions are expressed by Bond Counsel Howevcr, in connection with thc convcrrion of thc interest rote mode on each scrics of Bonds to the 
L.ong Teim Ratc Pcriod, 2s mom fully described herein, Bond Counscl will delivcr its opinions to the e f fm that the conversion of the inwest 
rate on each ~ e r i e ~  of Bonds (a) is authorizcd or permitted by the Act and thc rclatcd lndenturc and (b) will not advcrsely affect rhc validity of 
thc Bonds or any EXCIUS~O~ of the intcrcst thereon from ihc gram incomt of the O W D C ~ S  of the Bonds for federal income tax purposcr See “Tax 
Trcatment” hcrein 

B O O K - E N T R Y  O N L Y  
On May 24, 2007. the date the Bonds wcre originally issued, Bond Caunsel delivered its opinions that stated that. w b j m  to the 

$17,87,5,000 $8,927,000 
County of Carroll, Kentucky 

E n v i r o n m e n t a l  Facilities R e v e n u e  B o n d s  

( K e n t u c k y  lJtiiitie6 Company Pro jec t )  
Due :  February 1, 2 0 2 6  
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(Kentucky Utilities Company Project) 
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”Bonds”) are special and limited obligations of the County of Carroll, Kentucky and the County of Trimble, Kentucky ( the 
“lssuers”), respectively, payable by the respective Issuers solely from and secured by payments to be received by the Issuers 
pursuant to  separate Loan Agreements with 

(the “Company”), except as payable from proceeds of such Bonds or investment earnings thereon T h e  Bonds d o  not constitute 
general obligations of the Issuers or a charge against the general credit or taxing powers thereof o r  of the Commonwealth of 
Kentucky or any other political subdivision of Kentucky 

Rates Pursuant to  the Indentures under which the Bonds were issued, the Company has elected t o  convert the interest rate 
mode on the Bonds of each series to  the Long Term Rate Period to  maturity, effective as of April 3, 2008 (the “Conversion 
Date“) T h e  Bonds are subject to  mandatory tender for purchase on the Conversion Date and are being reoffered hereby. 

T h e  Carroll County Bonds will bear interest at the L,ong Term Rate of 5 75% per annum from April  3, 2008, to  and 
including January 31, 2026, the day immediately preceding the maturity date of the Carroll County Bonds T h e  Trimble County 
Bonds will bear interest at the L.ong Te rm Rate of 6 00% per annum from April  3, 2008, to  and including February 28, 2037, 
the day immediately preceding the maturity date of the Trimble County Bonds. O n  or after June 1, 2018 (the initial date on 
which the Bonds will be subject to  optional redemption), the Company may elect to convert the interest rate mode on the  Bonds 
of each series IO another interest rate mode or to  another L.ong Term Rate Period pursuant t o  the terms of the Indentures See 
”Summary of the Bonds’’ in the Official Statement dated May 17, 2007, as supplemented by the Supplement dated May  22, 
2007, relating to  the Bonds (the “2007 Official Statement”), and “Appendix E-Summary of Certain Provisions of the Bonds 
while Bearing Interest at a Flexible Rate, a Variable Rate or a Long Term Rate” in the 2007 Official  Statement. 

2008, T h e  Bonds will be subject t o  optional redemption, extraordinary optional redemption, in whole or in part, and mandatory 
redemption following a determination of taxability prior to  maturity, as described herein. See “Summary of the Bonds- 
General-Oplio~zal  Redemprion,” “-Extraordinary Oprional Redemprion,” and “-Maiidarory Redemption; Dctcmiinalion 01’ 
Taxability .” 

guaranty insurance policies issued by Ambac Assurance Corporation (“Ambac Assurance” or the “Bond Insurer”), which were 
issued simultaneously with the original issuance of the Bonds on May 24, 2007. 

The Bonds are registered in the name of Cede €3 Co.,  as registered owner and nominee for T h e  Depository Trust  
Company (“DTC’)) .  New York, N e w  York D T C  will act as securities depository. Except as described herein, purchases of 
beneficial ownership inrerests in the Bonds will be made in book,eotry only form in denominations of $5,000 and integral 
multiples thereof; provided that one Trimble County Bond may be in the denomination of, or include an additional $2,000 
Purchasers will not receive certificates representing their beneficial interests in the Bonds, See the  information contained under 
the caption “Summary of the Bonds-Book,Entry,Only System” i n  the 2007 Official Statement T h e  principal of, premium, if 
any, and interest on the Bonds will be paid by Deutsche Bank Trust Company Americas, as Trustee, to Cede €8 C o  , as long as 
Cede €3 Co is the registered owner of the Bonds Disbursement of such payments to  the DTC Participants is the responsibility 
of D T C ,  and disbursement of such payments to  the purchasers of beneficial ownership interests is the responsibility of D T C s  
Direct and Indirect Participants, as more fully described in the ZOO7 Official Statement. 

T h e  Bonds of each series (individually the “Carroll County Bonds” and the “Trimble County Bonds” and, collectively. the 

K,entucky Utilities Company 

T h e  Bonds of each series were originally issued on May 24, 2007 as separate series and currently bear interest at Auct ion 

T h e  Bonds will accrue interest from the Conversion Date, payable on each June 1 and December 1, commencing ,June 1,  

Payment of the principal of and interest on the Bonds when due will be insured as of the Conversion Date by financial 

Pr ice:  100% 

T h e  Bonds are reoffered subject t o  prior sale, t o  withdrawal or modification of the offer without notice (provided, 
however, that any such notice of withdrawal must be given no later than the Business Day prior to  the Conversion Datc) and t o  
the approval of certain legal matters by Stall  Keenon Ogden PLLC, L.ouisville, Kentucky, Bond Counsel, the  approval of certain 
other legal matters by Jones Day, Chicago, Illinois and John R McCall, Esq., Executive Vice President, General Counsel, 
Corporate Secretary and Chief Compliance Officer of the Company, and by Winston €8 Strawn L.L.P. Chicago, Illinois, counsel 
t o  the Remarketing Agent, and certain other conditions It is expected that the Bonds will be available for redelivery t o  DTC in 
N e w  York, New York on or about April  3, 2008 

Dated: March 27, 2008 
Lehman Brothers 





No dealer, broker, salesman or other person has been authorized by the Issuers or either 
of them, the Company or the Remarketing Agent to give any information or to make any 
representation with respect to the Bonds, other than those contained in this Reoffering Circular, 
and, if given or made, such other information or representation must not be relied upon as having 
been authorized by any of the foregoing. The Remarketing Agent has provided the following 
sentence for inclusion in this Reoffering Circular. The Remarketing Agent has reviewed the 
information in this Reoffering Circular in  accordance with, and as part of, its responsibilities to 
investors under the federal securities laws as applied to the facts and circumstances of this 
transaction, but the Remarketing Agent does not guarantee the accuracy or completeness of such 
information. The information and expressions of opinion herein are subject to change without 
notice and neither the delivery of this Reoffering Circular nor any sale made hereunder shall, 
under any circumstances, create any implication that there has been no change in the affairs of 
the parties referred to above since the date hereof. The information set forth herein with respect 
to the Issuers has been obtained from the Issuers, and all other information has been obtained 
from the Conipaiiy and from other sources which are believed to be reliable, but i t  is not 
guaranteed as to accuracy or completeness by, and is not to be construed as a representation by, 
the Remarketing Agent. 

In connection with the reoffering of the Bonds, the Remarketing Agent may over-allot or 
effect transactions which stabilize or maintain the market prices of such Bonds at levels above 
those which might otherwise prevail in the open market, Such stabilizing, ifconimenced, may 
be discontinued at any time. 

IN MAKING AN 1NVE.STME.NT DE.CISION, INVESTORS MUST REL.Y ON THE.lR 
OWN EXAMINATION OF THE ISSUERS, THE COMPANY, THE BOND INSURER AND 
THE TERMS OF THE REOFFE.RING, INCLJJDING THE MERITS AND RISKS INV0L.VE.D. 
THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FE.DE.RAL OR 
STATE SECUR1TIE.S COMMISSION OR RE.GUL,ATORY AUTHORITY. FURTHERMORE, 
THE FOREGOING AUTHOR1TIE.S HAVE. NOT CONFIRMED THE ACCURACY OR 
DETERMINED THE ADEQUACY OF THIS DOCUME.NT, ANY RE.PRE.SE.NTATiON TO 
THE CONTRARY IS A CRIMINAL. 0FFE.NSE. 
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$17,875,000 $8,927,000 
County of Carroll, Kentucky 

Environmental Facilities Revenue Bonds 
2007 Series A 

(Kentucky Utilities Company Project) 
Due: February 1,2026 

County of Trimble, Kentucky 
Environmental Facilities Revenue Bonds 

2007 Series A 
(Kentucky Utilities Company Project) 

Due: March 1,2037 
(AMT) (AMT) 

General Information 

This Reoffering Circular is provided to furnish information in connection with the 
reoffering by (i) the County of Carroll, Kentucky (“Carroll County”) of its Environmental 
Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities Company Project), in the aggregate 
principal amount of $17,875,000 (the “Carroll County Bonds”) issued on May 24, 2007 pursuant 
to an Indenture of Trust dated as of March I ,  2007 (the “Carroll C,ounty Indenture”) between 
Carroll County and Deutsche Bank Trust Company Americas (the “Carroll County Trustee”), as 
Trustee, Paying Agent and Bond Registrar, and (ii) the County of Trinible, Kentucky (“Trimble 
County”) of its Environmental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Project), in tlie aggregate principal amount of $8,927,000 (the “Trimble County 
Bonds” and, collectively with the Carroll County Bonds, the “Bonds”) issued on May 24, 2007 
pursuant to an Indenture of Trust dated as of March I ,  2007 (the “Trimble County Indenture’’ 
and, collectively with the Carroll County Indenture, the “Indentures”) between Trimble County 
and Deutsche Bank Trust Company Americas (the “Trimble County Trustee” and, collectively 
with the Carroll County Trustee, the “Trustee”), as Trustee, Paying Agent and Bond Registrar. 

Pursuant to separate Loan Agreements by and between Kentucky Utilities Company (the 
“Company”) and the respective Issuers, dated as of March 1,2007 (each, a “Loan Agreement” 
and, collectively, the “L.oan Agreements”), proceeds from tlie sale of the Bonds, other than 
accrued interest, if any, paid by the initial purchasers thereof, were loaned by the respective 
Issuers to the Company, Tlie Loan Agreements are separate undertaltings by and between the 
Company and the applicable Issuer. 

Approximately $16 million of proceeds and accrued interest from the Carroll County 
Bonds have thus far been applied to finance certain solid waste disposal facilities (the “Carroll 
County Project”) owned by the Company. Tlie remaining balance of approximately $2 million 
of proceeds and accrued interest from the Carroll County Bonds remains i n  escrow and will be 
applied to finance the remainder of the Carroll County Project. The proceeds and accrued 
interest of tlie Triinble County Bonds were applied to finance certain solid waste disposal 
facilities (the “Trimble County Project”) owned by the Company. For information regarding the 
Carroll County Project and Trimble County Project (tlie “Projects”), see “The Projects” 
described generally under that caption in tlie 2007 Official Statement (as hereinafter defined)., 

The Bonds are being converted to bear interest during a Long Term Rate Period to the 
respective dates appearing on the cover of this Reoffering Circular, but may be subsequently 
converted again to bear interest at a Daily Rate, a Weekly Rate, a Flexible Rate, a Semi-Annual 
Rate, an Annual Rate or an Auction Rate. This Reoffering Circular pertains only to the Bonds 



during such period of time that they bear interest at the Long Term Rate, established on tlie 
Conversion Date ofApril 3,2008, 

The Bonds are special and limited obligations of the respective Issuer and tlie respective 
Issuer’s obligation to pay the principal of and interest and any premium on, and purchase price of; 
its respective series of Bonds is limited solely to tlie revenues and other amounts received by the 
Trustee under the applicable Indenture pursuant to tlie applicable Loan Agreement. The Bonds 
do not constitute an indebtedness, general obligation or pledge of the faith and credit or taxing 
power of the respective Issuer, tlie Commonwealth of Kentucky or any political subdivision 
thereof: 

Ambac Assurance Corporation (“Ambac Assurance” or the “Bond Insurer”), concurrently 
with the issuance of the Bonds, issued separate Financial Guaranty Insurance Policies in respect 
of each series of Bonds (each a “Bond Insurance Policy”), insuring tlie payment of regularly 
scheduled payments of the principal of the applicable series of Bonds and interest thereon that 
have become “Due for Payment” (as this term is defined in each such Bond Insurance Policy), 
but in  either case shall be unpaid by reason ofnonpayment by the Issuer. Each Bond lnsurance 
Policy was issued pursuant to an Insurance Agreement between the Company and Ambac 
Assurance dated tlie date of issuance of the applicable series of Bonds (the “Insurance 
Agreement”). The Bond Insurance Policy will not insure payment of the purchase price of 
Bonds subject to mandatory purchase or purchase on tlie demand of the Bondholders thereof or 
payment ofthe principal, premium or interest on the Bonds as a result of an acceleration, 
redemption (other than special mandatory redemption upon occurrence of a Determination of 
Taxability as hereinafter described) or other advancement ofmaturity,. Certain updated 
information with respect to the Bond Insurer is included in this Reoffering Circular. See “The 
Bond Insurer” herein and “The Bond Insurance Policy and the Bond Insurer” in  the 2007 Official 
Statement. 

Brief descriptions of the Company, the Issuers, tlie Bonds, tlie Loan Agreements, tlie 
Indentures and the Bond Insurance Policies are contained in certain portions of tlie Official 
Statement (including the appendices thereto) dated May 17,2007, as supplemented by the 
Supplement dated May 22, 2007 (the “2007 Official Statement”). The 2007 Official SLatement, 
other than Appendices A, B and C thereto, is incorporated by reference in this Reoffering 
Circular,, Capitalized terms used but not defined herein shall have tlie meanings set forth in the 
2007 Official Statement. Information with respect to the Company is set forth in Appendix A 
hereto and has been furnished by the Company. The Issuers and Bond Counsel assume no 
responsibility for the accuracy or completeness of such Appendix A or such information. 
Appendix B to this Reoffering Circular contains tlie opinions of Bond Counsel delivered on May 
24,2007, the date on which the Bonds were initially issued, and the proposed foniis of opinion 
of Bond Counsel to be delivered in connection with tlie conversion of each issue of the Bonds to 
the Long Term Rate Period. Such descriptions and information do not purport to be complete, 
comprehensive or definitive and are not to be construed as a representation or a guaranty of 
accuracy or completeness, All references herein to the documents are qualified in their entirety 
by reference to such documents, and references herein to a series of Bonds are qualified in their 
entirety by reference to the definitive form thereof included in the applicable indenture. Copies 
of the Loan Agreements and the Indentures will be available for inspection at the principal 
corporate trust office ofthe Trustee. All statements lierein are qualified in their entirety by 
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reference to each such document and, with respect to tlie enforceability of certain rights and 
remedies, to laws and principles of equity relating to or affecting generally tlie enforcement of 
creditors’ rights, 

Separate Series 

Tlie Carroll County Bonds and the Trinible County Bonds will be paid from payments 
made by or on behalf of the Company, will have substantially tlie same claim to such source of 
funds and are treated for federal income tax purposes as a single issue of obligations, The 
Carroll County Bonds and the Trimble County Bonds, however, are separate series and optional 
or mandatory redemption of either tlie Carroll County Bonds or the Trimble County Bonds may 
be made in the manner described below without tlie redemption ofthe other series. Similarly, a 
default under one of the series of Bonds or one of tlie L,oan Agreements will not necessarily 
constitute a default under the other series of Bonds or L.oan Agreement. E.ach series of Bonds 
can bear interest at an Interest Rate Mode different from the lnterest Rate Mode borne by the 
other series of Bonds. Unless specifically otherwise noted, any discussion herein and under the 
captions ‘Snnmary of tlie Bonds,” “Security; Lhnitation of Liens,” “The Bond Insurance Policy 
and the Bond Insurer,” “Summary of the L.oan Agreement,” “Summary of the Indenture,” 
“Enforceability Of Remedies,” “Tax Treatment,” “Continuing Disclosure” and “Appendix E - 
Summary of Certain Provisioiis of the Bonds While Bearing Interest at a Flexible Rate, a 
Variable Rate or a Long Term Rate” in the 2007 Official Statement applies cqually, but 
separately, to tlie Carroll County Bonds and the Trimble County Bonds. 

As used herein and under such captions with respect to the Carroll County Bonds, tlie 
term “Project” shall mean the Carroll County Project, the term “Bonds” shall mean tlie Carroll 
County Bonds, tlie term “L.oan Agreement” shall mean tlie L.oan Agreement pursuant to which 
Carroll County loaned tlie proceeds from the sale of the Carroll County Bonds to the Company, 
the term “Indenture” shall meal1 the Carroll County Indenture, the term “Issuer” shall mean 
Carroll County and the term “Trustee” shall mean tlie Carroll County Trustee,. 

As used herein and under such captions with respect to tlie Trimble County Bonds, tlie 
term “Project” shall mean the Trimble County Project, the term “Bonds” shall mean the Trimble 
County Bonds, the term “Loan Agreement” shall mean tlie L,oan Agreement pursuant to which 
Trimble County loaned the proceeds from the sale ofthe Trimble County Bonds to tlie Company, 
the term “Indenture” shall mean the Trimble County Indenture, the term “lssuer” shall mean 
Trimble County and the term “Trustee” shall mean tlie Trinible County Trustee. 

Summary of the Bonds 

General 

The Bonds currently bear interest at Auction Rates, Pursuant to tlie terms and provisions 
of the Indentures summarized in tlie 2007 Official Statement, attached hereto as Appendix C, 
under the caption “Summary of tlie Bonds - Conversion of lnterest Rate Modes,” tlie Company 
has exercised its option, effective April 3, 2008 (the “Conversion Date”), to convert tlie interest 
rate on each series of the Bonds to the L,ong Term Rate to maturityy. Tlie Carroll County Bonds 
will bear interest at the L.ong Term Rate of5.,75% per annum from April 3, 2008, to and 
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including January 3 1,2026, tlie day immediately preceding the maturity date ofthe Bonds. ‘The 
‘Trimble County Bonds will bear interest at the Long Term Rate of6.00% per annum from April 
3,2008, to and including February 28,2037, the day immediately preceding tlie maturity date of 
the Bonds. On or after June 1,2018 (the initial date on which the Bonds will be subject to 
optional redemption), the Company may elect to convert the interest rate mode on the Bonds o f a  
series to another interest rate mode or to another Long ‘Term Rate Period. 

Interest on the Bonds will be payable on each June 1 and December I ,  commencing 
June 1,2008 (unless any such June 1 or December 1 is not a Business Day, in which case interest 
will be paid on tlie next succeeding Business Day) to the persons who are tlie registered owners 
ofthe Bonds as oftlie fifteenth day oftlie calendar month preceding such interest payment date, 
Interest also is payable at  maturity upon surrender of the Bonds to the Trustee. Interest on the 
Bonds will be computed on the basis o f a  360-day year, consisting oftwelve 30-day months 
Interest payable on any Interest Payment Date will be payable to the registered owner of the 
Bond as of tlie Record Date for such payment. The Record Date will be the close ofbusiness on 
May 15 and November 15 preceding each Interest Payment Date,. 

‘The Carroll County Bonds were issued in tlie aggregate principal amount set forth on the 
cover page ofthis Reoffering Circular and will mature on February 1, 2026. The Trimble 
County Bonds were issued in the aggregate principal amount set forth on the cover page of this 
Reoffering Circular and will mature on March 1,2037. The Bonds are also subject to 
redemption prior to maturity as described herein. 

O~tional Xedem~tion. 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 any date on and after 
June I ,  2018 at a redemption price of 100% of tlie principal amount thereof; plus interest accrued, 
i f  any, to tlie redemption date. 

E . r t r ~ r o i r k ~ p  Optiotinl Redeti7ptioii. ‘The Bonds are subject to optional redemption on 
the same terms as described in the 2007 Official Statement under the captions “Summary ofthe 
Bonds-Redemption Provisions-Estrno~dit7ai~i~ Optioiial Redetnptioit it7 W / d e ”  and 
“Summary of. the Bonds-Redemption Provisions-E:utroo~dit7at~ Optioital Redetiiptiot7 ii7 
W70k or it7 Pwt.” 

Martdatorv Redeinptiot~ Detert17imtioii of T;ri.rabi/itx. 7 he Bonds are subject to 
mandatory redemption on tlie same tenns as described in tlie 2007 Official Statement under the 
caption “Summary of tlie Bonds-Redemption PIovisions-~fai7datotv Redetmtiott; 
Drterntit~ntioii of Ta.~ahilili~.” 

For a summary of certain other provisions relating to the Bonds bearing interest at the 
Long Term Rate relating to, among other things, changing one Long Term Rate Period to 
another Long Term Rate Period, purchases of Bonds on the demand ofthe registered owners, 
and mandatory purchase dates, see “Summary oftlie Bonds” in tlie 2007 Official Statement and 
“Appendix E - Summary of Certain Provisions ofthe Bonds while Bearing Interest at a 
Flexible Rate, a Variable Rate or a Long Term Rate” in tlie 2007 Official Statement. 

; 
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The Bond Insurer 

The infomiation relating to Ambac Assurance contained herein has been furnished solely 
by Ambac Assurance., No representation is made by the Remarketing Agent, the Issuers or the 
Company as to the accuracy, completeness or adequacy of such information or as to the absence 
of material adverse changes in such information or the financial condition of Ambac Assurance 
subsequent to the date hereof. 

Ambac Assurance Corporation 

Anibac Assurance is a Wisconsin-domiciled stock insurance corporation regulated by the 
Office ofthe Commissioner of Insurance of the State of Wisconsin, and is licensed to do 
business in 50 states, the District of Columbia, the Territory of Guam, the Commonwealth of 
Puerto Rico and the U S. Virgin islands, with admitted assets of approximately $10,792,000,000 
(unaudited) and statutory capital of approximately $6,409,000,000 (unaudited) as of December 
3 1, 2007. Statutory capital consists of Anibac Assurance’s policyholders’ surplus and statutory 
contingency reserve. 

Ambac Assurance has been assigned the following financial strength ratings by the 
following rating agencies: Aaa, with negative outlook, by Moody’s Investors Service, lnc., 
(“Moody’s’’); AAA, with negative outlook, by Standard and Poor’s Ratings Services, a division 
of The McGraw-Hill Companies, Inc. (“S&P”); and AA, with negative outlook, by Fitch Ratings 
(“Fitch”) 

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect 
that the insuring of an obligation by Ambac Assurance will not affect the treatment for federal 
income tax purposes of interest on such obligation and that insurance proceeds representing 
maturing interest paid by Ambac Assurance under policy provisions substantially identical to 
those contained in the financial guaranty insurance policy shall be treated for federal income tax 
purposes in the same manner as if such payments were made by the Issuer of the Bonds. 

Anibac Assurance males no representation regarding the Bonds or the advisability of 
investing in the Bonds and males no representation regarding, nor has i t  participated in the 
preparation of, this Reoffering Circular other than the information supplied by Ambac Assurance 
and presented under the heading “The Bond Insurer” herein, presented under the headings “The 
Bond insurance Policy and the Bond Insurer - Payment Pursuant to Bond Insurance Policy” and 
“- Insurance Agreement with Company” in the 2007 Official Statement and presented in 
Appendix D to the 2007 Official Statement. 

Available Information 

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (“AFG”), is 
subject to the informational requirements of the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”), and in accordance therewith files reports, proxy statements and other 
information with the Securities and Exchange Commission (the “SEC”). TIiese reports, proxy 
statements and other information can be read and copied at the SEC’s public reference room at 
I00 F Street, N.E., Rooni 1580, Washington, D.C, 20549. Please call the SEC at 1-800-SEC- 
0330 for further information on the public reference room. The SE.C maintains an internet site at 
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littp://www.sec.gov that contains reports, proxy and information statements and otlier 
information regarding companies that file electronically with the SEC, including AFG. These 
reports, proxy statements and otlier information can also be read at Ambac Assurance’s internet 
website at www.ambac.com and at tlie offices of tlie New York Stock Exchange, Inc., 20 Broad 
Street, New York, New York 10005. 

Copies of Ambac Assurance’s financial statements prepared on the basis of accounting 
practices prescribed or permitted by the State of Wisconsin Office oftlie Commissioner of 
Insurance are available without charge %om Anibac Assurance. The address of Ambac 
Assurance’s administrative offices is One State Street Plaza, 19th Floor, New York, New York 
10004, and its telephone number is (212) 668-0340. 

Incorporation of Certain Documents by Reference 

The following documents filed by tlie AFG with the SEC (File No. 1-10777) are 
incorporated by reference in this Reoffering Circular: 

1 .  AFG’s Annual Report on Form 10-K for tlie fiscal year ended December 3 I ,  2007 
and filed on February 29,2008; 

2. AFG’s Current Report on Foriii 8-K dated and filed on March 7,2008; and 

3. AFG’s Current Report on Form 8-K dated and filed on March 12,2008. 

Anibac Assurance’s consolidated financial statements and all other information relating 
to Ambac Assurance and subsidiaries included in AFG’s periodic reports filed with the SEC 
subsequent to the date of this Reoffering Circular and prior to the Conversion Date shall, to the 
extent filed (rather than furnished pursuant to Item 9 of Form 8-K), be deemed to be incorporated 
by reference into this Reoffering Circular and to be a part hereof from the respective dates of 
filing of such reports. 

Any statement contained in a document incorporated in this Reoffering Circular by 
reference shall be modified or superseded for tlie purposes of this Reoffering Circular to tlie 
extent that a statement contained in a subsequently filed document incorporated by reference 
herein modifies or supersedes such statement. Any statement so modified or superseded shall 
not be deemed, except as so modified or superseded, to constitute a part ofthis Reoffering 
Circular. 

Copies of all infonnation regarding Anibac Assurance that is incorporated by reference in 
this Reoffering Circular are available for inspection in the same manner as described above in 
“Available Information”,. 

All documents subsequently filed by AFG pursuant to tlie requirements of tlie Exchange 
Act after the date ofthis Reoffering Circular will be available for inspection in the same manner 
as described above in “Available Information”. 
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Reoffering 

Subject to the ternis and conditions of a Remarketing and Bond Purchase Agreement 
dated as of April 3,2008 (the “Remarketing Agreement”), between tlte Remarketing Agent and 
the Company, tlte Remarketing Agent has agreed to purchase and reoffer the Bonds delivered to 
the Paying Agent for purchase on April 3,2008, at a price equal to 100% of the principal amount 
of the Bonds, plus accrued interest (if any), and in connection therewith will receive 
compensation in the amount of $134,010, plus reintbursernent of certain expenses., Under the 
terms of the Remarketing Agreement, the Company has agreed to indemnify the Remarketing 
Agent against certain civil liabilities, including liabilities under federal securities laws., 

Tax Treatment 

On May 24,2007, the date of original issuance and delivery of the Bonds, Bond Counsel 
delivered its opinions stating that under existing law, including current statutes, regulations, 
administrative rulings and official interpretations, subject to the qualifications and exceptions set 
forth below, interest on tlte Bonds would be excluded from the gross income of the recipients 
thereof for federal income tax purposes, except that no opinion would be expressed regarding 
such exclusion from gross income with respect to any Bond during any period in which it is held 
by a “substantial user” of the applicable Project or a “related person’’ as such terms are used in 
Section 147(a) of the Code. Interest on the Bonds would be an item of tax preference in 
determining alteniative minimum taxable income for individuals and corporations under the 
Code. Bond Counsel further opined that, subject to the assumptions stated in the preceding 
sentence, (i) interest on the Bonds would be excluded from gross income of the owners thereof 
for Kentucky income tax purposes and (ii) the Bonds would be exempt from all ad valorem taxes 
in Kentucky. Such opinions have not been updated as of the date hereof and no continuing tax 
exemption opinions are expressed by Bond Counsel. 

Bond Counsel also will deliver opinions in connection with this reoffering to the effect 
that the conversion of tlte interest rate on tlte Bonds to the Long Term Rate to maturity (i) is 
authorized or pennitted by Sections 103.200 to 103.285, inclusive, of the Kentucky Revised 
Statutes (tlte “Act”) and the Indenture and (ii) will not adversely affect the validity ofthe Bonds 
or any exclusion from gross income of interest on tlte Bonds for federal income tax purposes to 
which interest on the Bonds would otherwise be entitled. 

The opinions of Bond Counsel as to the excludability of interest from gross income for 
federal income tax purposes were based upon and assumed the accuracy of certain 
representations of facts and circumstances, including with respect to the Projects, which were 
within the Itnowledge of the Company and compliance by the Company with certain covenants 
and undertakings set forth in the proceedings authorizing the Bonds wliich axe intended to assure 
that the Bonds are and will remain obligations the interest on which is not includable i n  gross 
income of the recipients thereof under the law in  effect on tlte date of such opinion. Bond 
Counsel did not independently verify tlte accuracy of the certifications and representations made 
by the Company and the Issuer. On the date of the opinions and subsequent to the original 
deliveiy of the Bonds on May 24, 2007, such representations of facts and circuinstances inust be 
accurate and such covenants and undcrtakings must continue to be coinplied with i n  order that 
interest on the Bonds be and remain excludable from gross income ofthe recipients thereof for 
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federal income tax purposes under existing law. Bond Counsel expressed no opinion (i) 
regarding the exclusion of interest on any Bond from gross income for federal income tax 
purposes on or after the date on which any change, including any interest rate conversion, 
permitted by the documents other than with tlie approval of Bond Counsel is taken which 
adversely affects tlie tax treatment of.the Bonds or (ii) as to the treatment for purposes of federal 
income taxation of interest on the Bonds upon a Determination of Taxability. 

Bond Counsel further opined that the Code prescribed a number of qualifications and 
conditions for the interest on state and local government obligations to be and to remain 
excluded from gross income for federal income tax purposes, some of which, including 
provisions for potential payments by the Issuers to the federal government, require future or 
continued compliance after issuance of the Bonds in order for tlie interest to be and to continue 
to be so excluded from tlie date of issuance Noncompliance with certain of these requirements 
by the Company or the Issuers with respect to tlie Bonds could cause the interest on the Bonds to 
be included in gross income for federal income tax purposes and to be subject to federal income 
taxation retroactively to the date of their issuance. 'The Company and tlie lssuers each 
covenanted to take all actions required ofeach to assure that the interest on tlie Bonds shall be 
and remain excluded from gross income for federal income tax purposes, and not to take any 
actions that would adversely affect that exclusion 

'The opinion of Bond Counsel as to the exclusion of interest on the Bonds from gross 
income for federal income tax purposes and federal tax treatment of interest on the Bonds was 
subject to tlie following exceptions and qualifications: 

(a) 'The Code also provides for a "branch profits tax" which subjects to tax, at 
a rate of30%, the effectively connected earnings and profits of a foreign corporation 
which engages in a United States trade or business. Interest on the Bonds would be 
includable in the amount of effectively connected earnings and profits and thus would 
increase the branch profits tax liability. 

(b) The Code also provides that passive investment income, including interest 
on tlie Bonds, may be subject to taxation for any S corporation with Subchapter C 
earnings and profits at the close ofits taxable year ifgreater than 25% ofits gross 
receipts is passive investment income. 

Except as stated above, Bond Counsel expmsed no opinion as to any federal or 
Kentucky tax consequences resulting from the receipt of interest on the Bonds. 

Owners of tlie Bonds should be aware that tlie ownership of the Bonds may result in 
collateral federal income tax consequences. For instance, tlie Code provides that property and 
casualty insurance companies will be required to reduce their loss reserve deductions by 15Y0 of 
tlie tax-exempt interest received on certain obligations, such as the Bonds, acquired after August 
7, 1986. (For purposes of the immediately preceding sentence, a portion of dividends paid to an 
affiliated insurance company may be treated as tax-exempt interest.) %e Code further provides 
for the disallowance of any deduction for interest expenses incurred by banks and certain other 
financial institutions allocable to carrying certain tax-exempt obligations, such as tlie Bonds, 
acquired after August 7, 1986. The Code also provides that, with respect to taxpayers other than 

8 



such financial institutions, such taxpayers will be unable to deduct any portion of the interest 
expenses incurred or continued to purchase or carry the Bonds., The Code also provides, with 
respect to individuals, that interest on tax-exempt obligations, including the Bonds, is included in  
modified adjusted gross income for purposes of determining the taxability of social security and 
railroad retirement benefits. Furthermore, the earned income tax credit is not allowed for 
individuals with an aggregate amount of disqualified income within the meaning of Section 32 of 
the Code, which exceeds $2,200. Interest on the Bonds will be taken into account in the 
calculation of disqualified income. Prospective purchasers of the Bonds should consult their 
own tax advisors regarding such matters and any other tax consequences of holding the Bonds. 

From time to time, there are legislative proposals in Congress which, ifenacted, could 
alter or amend one or more of the federal tax matters referred to above or could adversely affect 
the market value of the Bonds. It cannot be predicted whether or in  what form any such proposal 
might be enacted or whether, if enacted, it would apply to obligations (such as the Bonds) issued 
prior to enactment. 

The opinions of Bond Counsel relating to conversion of the Bonds in  substantially the 
forms in which they are expected to be delivered on the Conversion Date, redated to the 
Conversion Date, are attached as Appendix B-.3 and Appendix B-4. 

Other Company Auction Rate Securities 

At December 3 I, 2007, the Company had an aggregate of $333 million of outstanding 
pollution control indebtedness, of which $300 million is in  the form of auction rate securities that 
are insured by monoline bond insurers whose ratings have been under pressure due to exposures 
relating to sub-prime mortgages. In the first quarter of 2008, the ratings of the Company’s 
$50,000,000 Carroll County 2004 Series A bonds were downgraded from AAA to AA and 
subsequently to A by S&P, and from Aaa to A2 by Moody’s, and the Company’s $16,693,620 
Carroll County 2006 Series C bonds were downgraded from Aaa to A2 by Moody’s, from AAA 
to A- by S&P and from AAA to A by Fitcli due to downgrades of the bond insurers, Financial 
Guaranty Insurance Company and XL, Capital Assurance Inc.,, respectively,. Also in the first 
quarter of 2008, the ratings of the Bonds and the Company’s $96,000,000 Carroll County 2002 
Series C bonds, $13,266,950 Carroll County 2005 Series A bonds, $13,266,950 Carroll County 
2005 Series B bonds, $16,693,620 Carroll County 2006 Series A bonds, and $54,000,000 Carroll 
County 2006 Series B bonds were downgraded from AAA to AA by Fitcli due to a downgrade of 
the bond insurer, Ambac Assurance., 

As a result of the ratings downgrades, the additional pressures facing the bond insurers 
and the overall uncertainty in the auction rate securities market, the auction process for the bonds 
in 2008 has resulted in significantly higher interest rates, which translates into higher interest 
expense for the Company. The instruments governing these auction rate bonds peimit the 
Company to convert the bonds to other interest rate modes, such as various short-term variable 
rates, long-term fixed rates or intermediate-term fixed rates that are reset infrequently. In 
February 2008, the Company issued a notice to bondholders of its intention to convert the Bonds 
from the auction rate mode to a fixed interest rate mode, as permitted under the loan documents. 
The Company also has notified the indenture trustee that i t  intends to convert the Carroll County 
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2006 Series C bonds to a weekly rate and will purchase the approximately $17 million of such 
bonds in the reniarketing. 

Uncertainty in markets relating to auction rate securities or steps the Company has taken 
or may take to mitigate such uncertainty, such as additional conversions, subsequent 
restructurings or redemptions and refinancings, could result in the Company incuning increased 
interest expense, transaction expenses or other costs and fees or experiencing reduced liquidity 
relating to existing or future pollution control financing structures. 

Legal Matters 

Certain legal matters in connection with the conversion and reoffering of the Bonds will 
be passed upon by Stoll Keenon Ogden PLLC, Louisville, Kentucky, Bond Counsel,. Certain 
legal matters pertaining to the Company will be passed upon by Jones Day, Chicago, Illinois, and 
John R. McCall, Esq., Executive Vice President, General Counsel, Corporate Secretary and 
Chief Compliance Officer o f  the Company. Winston & Strawn LLP, Chicago, Illinois, will pass 
upon certain legal matters for the Remarketing Agent. 
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This Reoffering Circular has been duly approved, executed and delivered by the 
Company. 

KENTUCKY UTILITES COMPANY 

By: / s i  Daniel K. Arboueh 
Treasurer. 
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Business 

9 E.N ERAL 

KU, incorporated in Kentucky in 1912 and in Virginia in  1991, is a regulated public utility engaged in tlie 
generation, transmission, distribution and sale of electric energy in Kentucky, Virginia and Tennessee. KU 
provides electricity to approximately 506,000 customers in 77 counties in central, southeastern and western 
Kentucky, to approximately 30,000 customers in 5 counties in southwestern Virginia and 5 customers in  
Tennessee. KU’s service area covers approximately 6,600 square miles. KU’s coal-fired electric generating 
stations produce most of KU’s electricity. The remainder is generated by a hydroelectric power plant and 
natural gas and oil fueled CTs. In Virginia, KU operates under the name Old Dominion Power Company. KU 
also sells wholesale electric energy to 12 municipalities. 

KIJ is a wholly-owned subsidiary of E..ON US., formerly Itnown as LG&E. Energy L L C  E.ON U S .  is an 
indirect wholly-owned subsidiary of LON, a German corporation, making KU an indirect wholly-owned 
subsidiary of L O N .  KU’s affiliate, LG&E, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy and the distribution and sale of natural gas in Kentucky. 

OPERATIONS 

The sources of operating revenues and volumes of sales for the years ended December 3 I ,  2007 and 2006, were 
as follows: 

2007 
Revenues Volumes 
(millions) [OOOMwIi) 

Residential $ 430 6,847 
Industrial & Commercial 591 I 1,047 
Municipals 90 2,058 
Other Retail 98 1,69 1 
Wholesale 58 ),582 
Total u 23.225 

2006 
Revenues Volumes 
(millions) (000Mwh) 
$ ,380 6,.3 13 

547 10,776 
85 1,978 
89 1,608 

109 2.473 

KU set a new record peak load of 4,344 Mw on August 9,2007, when the tenipeiature reached 98 degrees 
Fahrenheit in Lexington. 
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KU's power generating system includes coal-fired units operated at its four steam generating stations. Natural 
gas and oil fueled CTs supplement the system during peak or emergency periods. As of December 3 1, 2007, 
KU owned and operated the following generating stations while maintaining a 12%-14% reserve margin: 

Steam Stations: 
Tyrone - Woodford County, KY 
Green River - Muhlenberg County, KY 
E W. Brown - Mercer County, KY 
Client - Carroll County, KY 

Total Steam Stations 

Summer Capability 
Rating (Mw) 

71 
163 
697 

1.932 
2,863 

Dix Dam Hydroelectric Station - Mercer County, KY 24 

C'I Generators (Peaking capability): 
E. W, Brown - Mercer County, KY* 
Haefling - Fayette County, KY 
Paddy's Run - Jefferson County, KY * 
'Trirnble County - 'Trimble County, KY * 

Total CT Generators 
Total Capability Rating 

751 
36 
74 

632 
1.448 -- 4 3% 

* Some of these units are jointly owned with LG&E. See Note 10 ofNotes to 
Financial Statements for infomiation regarding jointly owned units. 

At December 31,2007, KU's transmission system included I 1  1 substations (39 ofwhich are shared with the 
distribution system) with a total capacity of approximately 17,223 MVA and approximately 4,030 miles of 
lines. The distribution system included 48 1 substations (39 of which are shared with the transmission system) 
with a total capacity of approximately 6,653 MVA, 14,082 miles of overhead lines and 2,046 miles of 
underground conduit. 

KU has a purchase power agreement with OMU, owns 20% of EEI's common stock and owns 2.5% of OVEC's 
common stock. Additional information regarding these relationships is provided in Notes 1 and 9 of Notes to 
Financial Statements. 

KU was formerly a member of the MISO, a non-profit independent transmission system operator that serves the 
electrical transmission needs of much ofthe Midwest. KU withdrew from the MISO effective September 1, 
2006. KU now contracts with the Tennessee Valley Authority to act as its transmission reliability coordinator 
and Southwest Power Pool, Inc. to function as its independent transmission operator, pursuant to FERC 
requirements. See Note 2 of Notes to Financial Statements. 

RATES AND REGULATIONS 

E.ON, KU's ultimate parent, is a registered holding company under PUI-ICA 2005. EON, its utility 
subsidiaries, including KU, and certain of its non-utility subsidiaries are subject to extensive regulation by the 
FERC with respect to numerous matters, including: electric utility facilities and operations, wholesale sales of 
power and related transactions, accounting practices, issuances and sales of securities, acquisitions and sales of! 
utility properties, payments of dividends out of capital and surplus, financial matters and inter-system sales of 
uon-power goods and services. KU believes that i t  has adequate authority (including financing authority) under 
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existing FERC orders and regulations to conduct its business and will seek additional authorization when 
necessary 

In February 2007, KU completed a series of financial transactions that allowed it to cease periodic reporting 
under the Securities Exchange Act of 1934., See Note 7 ofNotes to Financial Statements. 

KU is sukject to the jurisdiction of the Kentucky Commission, the Virginia Commission, the Tennessee 
Regulatoiy Authority and the FERC i n  virtually all matters related to electric utility regulation, and as such, its 
accouiiting is subject to SFAS No.. 71, Accoz/i7/iiigfor /he Efects OfCer-lnin T y p r  ofRegzr/n/ion. Given its 
competitive position in the marketplace and the status of regulation in Kentucky aiid Virginia, KII has no plans 
or intentions to discontinue its application of SFAS No. 71. 

For a further discussion of regulatory matters, see Notes 2 and 9 of Notes to Financial Statements 

COAL SUPPL.Y 

Coal-fired generating units provided approximately 96% of KU’s net Kwh generation for 2007. The remaining 
net generation for 2007 was provided by natural gas and oil fueled CT peaking units and a hydroelectric plant. 
Coal is expected to be the predominant fuel used by KU in the foreseeable future, with natural gas and oil being 
used for peaking capacity and flame stabilizatioii in coal-fired boilers or in emergencies. KLJ has no nuclear 
generating units and lias no plans to build any in the foreseeable future 

KU maintains its fuel inventory at levels estimated to be necessary to avoid operational disruptions at its coal- 
fired generating units. Reliability of coal deliveries can be affected from time to time by a number of factors 
including fluctuations in demand, coal mine production issues and other supplier or transporter operating 
difficulties., 

KU has entered into coal supply agreements with various suppliers for coal deliveries for 2008 and beyond and 
normally augments its coal supply agreements with spot market purchases. KU has a coal inventory policy 
which it believes provides adequate protection under most contingencies. 

KU expects to continue purchasing most of its coal, which lias sulfur content in the 0.7% - 3.,5% range, from 
western and eastern Kentucky, West Virginia, soutliem Indiana, southern Illinois and Ohio for the foreseeable 
future. With the installation of FGDs (SO2 removal systems), KU expects its use of higher sulfur coal to 
increase. Coal is delivered to KU generating stations by a mix of transportation modes, including barge, truck 
and rail. 

ENVIRONMENTAL, MATTERS 

Protection of the environment is a major priority for KU. Federal, state and local regulatory agencies have 
issued KU permits for various activities subject to air quality, water quality and waste management laws aiid 
regulations. See Note 9 of Notes to Financial Statements for additional information. 

COMPETITION 

At this time, neither the Kentucky General Assembly nor the Kentucky Commission has adopted or approved a 
plan or timetable for retail electric industry competition in Kentucky, The nature or timing of the ultimate 
legislative ox regulatory actions regarding industry restructuring and their impact on KU, which may be 
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significant, cannot currently be predicted. Some states that have already deregulated have begun discussions 
that could lead to re-regulation See Note 2 of Notes to Financial Statements for additional information. 

EMPLOYEES AND LABOR RELATIONS 

KU bad 95 1 full-time regular employees at December 3 1, 2007, 152 of which were operating, maintenance and 
construction employees represented by the IBEW Local 2 I00 and the United Steelworkers of America (YJSWA”) 
Local 9447-01. Effective August 1,2006, KU and its employees represented by the IBEW Local 2100 entered 
into a new three-year collective bargaining agreement,. The new agreement provides for negotiated increases or 
changes to wages, benefits or other provisions and for annual wage re-openers. A wage re-opener was 
negotiated and agreed to in July 2007.,KU and employees represented by the USWA Local 9447-01 entered 
into a three-year collective bargaining agreement in August 2005, with pIovisions for annual wage re-openers. 
Wage re-openers were negotiated in July 2006 and July 2007. 
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OFFICERS OF T I E  COMPANY 

At December 3 1.2007: ** 

Name 
Victor A. Stafficri 

John R. McCall 

S. Bradford Rives 

Martyii Gallus * 
Chris Hcrinanii 

Paula 1-1. Pottinger 

Paul W. Thompson 

Wendy C Welsh 

Michael S. Beer 

Lonnie E. Bellar 

Kent W. Blake 

D. Ralph Bowling 

Laura G. Douglas 

R W Chip Keeling 

John P Malloy 

Dorothy E O'Bricn 

Geoige R. Siemens 

P Greg Thoiiias 

John N Voyles, Jr, 

Daniel K. Arbougli 

Valcric L. Scott 

L?& 

52 

64 

49 

43 

60 

50 

50 

53 

49 

43 

41 

50 

58 

51 

46 

54 

58 

51 

53 

46 

51 

Position 

Chairman of the Board, President and Chief 
E.xectitivc Officer 

E.xccutive Vice President, General Counsel, 
Corporate Secretary and Chief Compliancc Officer 

Chief Financial Officer 

Senior Vice President - E.nergy Marketing 

Senior Vice President - E,ncrgy Delivery 

Senior Vice President - Human Resources 

Senior Vice President - Energy Services 

Senior Vice President - Information Technology 

Vice President - Federal Regulation and Policy 

Vicc President - State Regulation and Rates 

Vice President - Coiporate Planning and 
Development 

Vice President - Power Operations - WKE, 

Vice President - Corporate Responsibility and 
Community Alfairs 

Vice President - Coinmuiiications 

Vice President - E.ncrgy Delivery - Retail Business 

Vice President and Deputy Geiieral Counsel - Lcgel 
and Enviroiimcntal AfPeirs 

Vicc President - E,xternal Affairs 

Vice President - Energy Delivery - Disti ibution 
Opcratioiis 

Vice Presidcnt - Regulated Generation 

Treasur cr 

Coiitrollcr 

Effective Date of Election 
to 

Present Position 

May 200 I 

July 1994 

September 2003 

December 2000 

February 200.3 

January 2006 

.June 2000 

Deceinbcr 2000 

September 2004 

August 2007 

August 2007 

August 2002 

November 2007 

March 2002 

April 2007 

October 2007 

January 2001 

April 2007 

.June 2003 

December 2000 

.January 2005 

Officcrs geiicrally serve i n  the same capacitics at KU and its affiliates, E..ON U S .  and L.G&E. 
* Mr. Gallus is serving in a position with an intcrnational E. ON affiliate, effective .January 2008 
** David Sinclair, age 46, was promoted to Vice President - E.neigy Marketing in January 2008. 
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Risk Factors 

KU is subject to a number ofrisks, including without limitation, those listed below and elsewhere in this 
document., Such risks could affect actual results and cause results to differ materially from those expressed in 
any forward-looking statements made by KU. 

The rates that KU charges customers, as well as other aspects of the business, a r e  subject to significant 
and complex governmental regulation. Federal and state entities regulate many aspects of utility operations, 
including financial and capital structure matters; siting and construction of facilities; rates, terms and conditions 
of service and operations; mandatory reliability and safety standards; accounting and cost allocation 
methodologies; tax matters; acquisition and disposal of utility assets and securities and other matters,. Such 
regulations may subject KU to higher operating costs or increased capital expenditures and failure to comply 
could result in sanctions or possible penalties. In any rate-setting proceedings, federal or state agencies, 
intervenors and other permitted parties may challenge KU’s rate request and ultimately reduce, alter or limit the 
rates KU seeks. 

Changes in transmission and wholesale power market structures, as well as KU’s exit from the MISO, 
could increase costs o r  reduce revenues. The resulting changes to transmission and wholesale power market 
structures and prices are not estimable and may result in unforeseen effects on energy purchases and sales, 
transmission and related costs or revenues 

Transmission and interstate market activities of KU, as well as other aspects of tlte business, a r e  subject 
to significant FERC regulation. KU’s business is subject to extensive regulation under the FERC covering 
matters including rates charged to transmission users and wholesale customers; interstate power market 
structure; construction and operation of transmission facilities; mandatory reliability standards; standards of 
conduct and affiliate restrictions and other matters,. Existing FERC regulation, changes thereto or issuances of 
new rules or situations ofnon-compliance, can affect the earnings, operations or other activities of KU,. 

KU undertakes significant capital projects and is subject to unforeseen costs, delays o r  failures in such 
projects, as well as risk of full recovery of such costs. The completion ofthese facilities without delays or 
cost overTuns is subject to risks in many areas, including approval and licensing; permitting; construction 
problems or delays; increases in  commodity prices or labor rates; contractor performance; weather and 
geological issues and political, labor and regulatory developments. 

KU’s costs of compliance with environmental laws are significant and a re  subject to continuing changes. 
Extensive federal, state and local environmental regulations are applicable to KU’s air emissions, water 
discharges and the management of hazardous and solid waste, among other areas; and the costs of compliance 
or alleged non-compliance cannot be predicted with certainty. Costs may take the form of increased capital or 
operating and maintenance expenses; monetary fines, penalties or forfeitures or other restrictions, 

KU’s operating results are affected by weather conditions, including storms and seasonal temperature 
variations, as well as by significant man-made o r  accidental disturbances, including terrorism o r  natural 
disasters. These weather or man-made factors can significantly affect KU’s finances or operations by changing 
demand levels; causing outages; damaging infrastructure or requiring significant repair costs; affecting capital 
markets or impacting future growth. 

KU is subject to risks regarding potential developments concerning global climate change matters. Such (, 
developments could include potential federal or state legislation or industry initiatives limiting GHG emissions; 
establishing costs or charges on GHG emissions or on fuels relating to such emissions; requiring GHG 
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remediation or sequestration; establishing renewable portfolio standards or generation fleet-diversification 
requirements to address CHG emissions; promoting energy efficiency and conservation or other measures, 
KiJ’s generation fleet is predominantly coal-fired and may be highly impacted by developments in this area. 

KU’s business is concentrated in the Midwest United States, specifically Kentucky. L.oca1 and regional 
economic conditions, such as population growth, industrial growth or expansion and economic development, as 
well as the operational or financial performance of major industries or customers, can affect the demand for 
energy. 

KU is subject to operational risks relating to its generating plants, transmission facilities and distribution 
equipment. Operation of power plants, transmission and distribution facilities subjects KU to many risks, 
including the breakdown or failure of equipment; accidents; labor disputes; delivery/transportation problems; 
disruptions of fuel supply and performance below expected levels. 

KU could be negatively affected by rising interest rates, downgrades to company o r  bond insurer credit 
ratings that could impact the Company’s bond credit ratings or other negative developments in its ability 
to access capital markets. In the ordinary course of business, KU is reliant upon adequate long-term and short- 
term financing means to fund its significant capital expenditures, debt interest or maturities and operating needs 
Increases in interest rates could result in increased costs to KU. 

KU is subject to commodity price risk, credit risk, counterparty risk and other risks associated with the 
energy business. General market or pricing developments or failures by counterparties to perform their 
obligations relating to energy, fuels, other commodities, goods, services or payments could result in potential 
increased costs to KLI 

KU is subject to risks associated with defined benefit retirement plans, health care plans, wages and other 
employee-related matters. Risks include adverse developments in legislation or regulation, future costs or 
funding levels, returns on investments, interest rates and actuarial matters, as well as, changing wage levels, 
whether related to collective bargaining agreements or employment market conditions, ability to attract and 
retain key personnel and changing costs of providing health care benefits 



Legal Proceedings 

Rates and Regulatory Matters 

For a discussion of current rates and regulatory matters, including base rate increase proceedings, merger 
surcredit proceedings, VDT proceedings, TC2 proceedings, Kentucky Commission, FERC and MIS0 
proceedings and other rates or regulatory matters affecting KU, see Notes 2 and 9 ofNotes to Financial 
Statements. 

Environmental 

For a discussion of environmental matters including additional reductions in SOz, NOx and other emissions 
mandated by recent or potential regulations; items regarding notices of violations and other emissions 
proceedings; global warming or climate change matters and other environmental items affecting KU, see Note 9 
of Notes to Financial Statements. 

Litigation 

For a discussion of litigation matters, see Note 9 ofNotes to Financial Statements. 

Othei 

In the normal course of business, other lawsuits, claims, environmental actions and other governmental 
proceedings arise against KU. 'To the extent that damages are assessed in any ofthese lawsuits, KU believes that 
its insurance coverage is adequate. Management, after consultation with legal counsel, does not anticipate that 
liabilities arising out of currently pending or threatened lawsuits and claims will have a material adverse effect 
on KU's financial position or results of.operations. 
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Selected Financial Data 

(in millions) 
Years Ended December 3 1 

2007 2006 2 0 0 5 -  2004 2003 

Operating revenues ~ ~ L r n i L . , E ? A ~  ~ _ _ _ _  

$235 L z E  L228 $162 Net operating income ~ _- -_c 

$167 $ 112 % 134 $91 Net income - ~ _ _ _ _  

$3.148 $2.756 $2.610 $- Total assets 

Long-term obligations 
(including amounts 
due within one year) 9;1.264 $843 $ 746 % 726 $ 688 ~ - -  

Management’s Discussion and Analysis and Notes to Financial Statements should be read in 
conjunction with the above information. 
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Management's Discussion and Analysis 

'The following discussion and analysis by management focuses on those factors that had a material effect on KU's 
financial results of operations and financial condition during 2007 and 2006 and should be read in connection with' 
the financial statements and notes thereto. 

Forward Looking Statements 

Some of the following discussion may contain forward-looking statements that are subject to risks, uncertainties 
and assumptions Such forward-looking statements are intended to be identified in this document by the words 
"anticipate," "expect," "estimate," "objective," "possible," "potential" and similar expressions. Actual results 
may materially vary,. Factors that could cause actual results to materially differ include: general economic 
conditions; business and competitive conditions in the energy industry; changes in federal or state legislation; 
unusual weather.; actions by state or federal regulatory agencies; actions by credit rating agencies and other 
factors described from time to time in KU's reports, including as noted in the Risk Factors section of this report. 

RESULTS OF OPERATIONS 

The electric utility business is affected by seasonal temperatures. As a result, operating revenues (and associated 
operating expenses) are not generated evenly throughout the year. 

Net Income 

Net income in 2007 increased $15 million compared to 2006,. The increase was primarily the result of increased 
retail sales volumes, increased ECR surcharge and decreased purchased power expense. Partially offsetting 
these items were decreased wholesale sales, higher interest expense, decreased MlSO related revenue and 
decreased equity in earnings of EEI. 

Revenues 

Revenues in 2007 increased $63 million primarily due to: 
* 

e 

e 
0 

Increased fuel costs ($57 million) billed to customers through the FAC due to increased fuel prices 
and sales volumes delivered 
Increased sales volumes delivered ($30 million) resulting from a 2% increase in heating degree days 
and a 46% increase in cooling degree days 
Increased ECR surcharge ($25 million) due to increased recoverable capital spending 
Increased transmission service revenues ($4 million) 

These increases were partially offset by: 
* 
0 

Expenses 

Fuel for electric generation comprises a large component of total operating expenses. Increases or decreases i n  
the cost of fuel are reflected in retail rates through the FAC, subject to the approval of the Kentucky 
Con~mission, the Virginia Commission and the FERC. 

Lower wholesale sales ($37 million) due to decreased volumes and lower wholesale market pricing 
Lower MISO related revenue ($16 million) resulting from the exit from the MISO 
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Fuel for electric generation increased $37 million in 2007 primarily due to: 
Increased cost of fuel burned ($20 million) due to higher coal prices 
Increased generation ($1 7 million) due to higher demand 

Power purchased expense decreased $14 million in 2007 primarily due to: 
Decreased volumes purchased ($19 million) due to increased internal generation 
Increased cost per Mwh of purchases ($5 million) due to higher fuel prices 

Other operation and maintenance expenses increased $1 million in 2007 primarily due to increased maintenance 
expenses ($12 million), partially offset by decreased other operation expenses ($1 1 million) 

Other maintenance expenses increased $12 million in 2007 primarily due to: 
Increased boiler maintenance expense ($7 million) 
Increased electric plant maintenance ($5 million) 
Increased vegetation management expense ($1 million) 
Decreased overhead conductor and devices maintenance ($1 million) 

Other operation expenses decreased $1 1 million in 2007 primarily due to: 
Decreased MISO Day 1 and Day 2 expenses ($16 million) due to the exit from the MISO 
effective September I ,  2006, aiid refunds from the MISO for certain charges 
Decreased VDT workforce reduction expense ($3 million) due to completion of VDT 
amortization in March 2006 
Increased MISO Day 1 expense ($3 million) due to credit received from the MISO for financial 
transmission rights in 2006 
Increased outside services expeiise ($3 million) 
Increased wholesale expense ($1 million) due to a recorded credit in April 2006 for a FERC 
ordered refund from the MISO for charges assessed in excess ofthe rates in the MISO 
transmission tariff 
Increased research and development expenses ($1 million) 

E.quity earnings in EEI decreased $3  million in 2007 primarily due to decreased other electric earnings at EEI, 
resulting from decreased emission allowance sales in 2007 and increased purchased power expense. 

Other income - net increased $5 million in 2007 primarily due to increased other income ($7 million) relating to 
increased allowance for funds used during construction, gain on disposal of property and increased interest 
income from bond proceeds on deposit with a trustee, partially offset by increased other expenses ($2 million) 
relating to penalties. 

Interest expense increased $17 million i n  2007, primarily due to increased interest expense to affiliated 
companies resulting from increased affiliate borrowings to fund increased capital additions, 

CRITICAL, ACCOUNTING POL.ICIES/ESTIMATES 

Preparation of financial statements aiid related disclosures in  compliance with generally accepted accounting 
principles requires the application of appropriate technical accounting rules and guidance, as well as the use of 
estimates. The application of these policies necessarily involves judgments regarding future events, including legal 
and regulatory challenges and anticipated recovery of costs. These judgments could materially impact the financial 
statements and disclosures based on varying assumptions, which may be appropriate to use. I n  addition, the 
tiiiancial and operating environment also may have a significant effect, not only on the operation ofthe business, 
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but on the results reported through the application of accounting measures used in preparing the financial 
statements and related disclosures, even ifthe nature ofthe accounting policies applied has not changed. Specific 
risks for these critical accounting policies are described in the Notes to Financial Statements. Each ofthese has a 
higher likelihood of resulting in materially different reported amounts under different conditions or using different 
assumptions, Events rarely develop exactly as forecasted and the best estimates routinely require adjustment. 

Critical accounting policies and estimates including uiibilled revenue, allowance for doubtful accounts, regulatory 
mechanisms, pension and postretirement benefits and income taxes are detailed in Notes I ,  2 ,3 ,5 ,6  and 9 ofNotes 
to Financial Statements. 

Recent Accounting Pronouncements. Recent accounting pronouncements affecting KU are detailed in Note 1 
of Notes to Financial Statements, 

LlQUlDlTY AND CAPITAL RESOURCES 

KU uses net cash generated from its operations and external financing (including financing from affiliates) to 
fund construction of plant and equipment and the payment ofdividends. KU believes that such sources of funds 
will be sufficient to meet the needs of its business in the foreseeable future. 

As of December 3 I ,  2007, KU is in a negative working capital position in part because ofthe classification of 
certain variable-rate pollution control bonds totaling $33 million that are subject to tender for purchase at the 
option ofthe holder as current portion of long-term debt. Credit facilities totaling $35 million are in place to 
fund such tenders, i f  necessary. KU has never needed to access these facilities. KU expects to cover any 
working capital deficiencies with cash flow from operations, money pool borrowings and borrowings from 
Fidelia. 

Operating Activities 

Cash provided by operations was $302 million and $223 million in 2007 and 2006, respectively., 

The 2007 increase of$79 million was primarily the result of increases in cash due to changes in: 
* 
* 
* 
* 

* 
* 
* 
* Other liabilities ($7 million) 

* FAC recovery ($3 million) 

Earnings, net of non-cash items ($55 million) 
Material and supplies ($33 million) due to lower coal inventories on hand at December 3 I ,  2007 
MISO exit fee ($20 million) due to the MISO exit being completed effective September I ,  2006 
Accrued income taxes ($15 million) due to income tax accrued during 2007 being greater than estimated 
payments 
ECR recovery ($1 I million) 
Prepayments and other current assets ($9 million) 
Other current liabilities ($8 million) 

Other regulatory assets ($4 million) 

These increases were partially offset by cash used for changes in: 
Pension and postretirement funding ($36 million) 

Property and other taxes payable ($14 million) 

* 
* Accounts payable ($26 million) 
* - Accounts receivable ($10 million) 



Investing Activities 

The primary use of funds for investing activities continues to be for capital expenditures. Net cash used for 
investing activities increased $382 million in 2007 compared to 2006 primarily due to increased capital 
expenditures of $395 million, offset by decreased restricted cash of $13 million. Restricted cash represents the 
escrowed proceeds of tlie Pollution Control Bonds issued, which are disbursed as qualifying costs are incurred. 

Financing Activities 

Net cash inflows from finaiiciiig activities were $422 million and $124 million in 2007 and 2006, respectively. 
See Note 7 of Notes to Financial Statements for information of redemptions, maturities and issuances of long- 
term debt., 

Future Capital Requirements 

KU expects its capital expenditures for the three-year period ending December 3 1,201 0, to total approximately 
$1,465 million, consisting primarily of construction estiiiiates for installation of FGDs oii Ghent and Brown 
units totaling approximately $425 million, construction of TC2 totaling approximately $360 million, the Brown 
ash pond totaling approximately $40 million, a customer care system totaling approximately $25 million and 
on-going construction related to generation and distribution assets. See Note 9 of Notes to Financial Statements 
for additional information. 

KU’s construction prograin is designed to ensure that there will be adequate capacity and reliability to meet the 
electric needs of its service area and to comply with environmental regulations. These needs are continually 
being reassessed and appropriate revisions are made, when necessary, in construction schedules. Future capital 
requirements may be affected in varying degrees by factors such as electric energy demand load growth, 
changes in construction expenditure levels, rate actions by regulatory agencies, new legislation, market entry of 
competing electric power generators, changes in commodity prices and labor rates, changes in environmental 
regulations and other regulatory requirements., See Contractual Obligations further below and Note 9 of Notes 
to Financial Stateinents for current commitments. KU anticipates funding future capital requirements through 
operating cash flow, debt and/or infusions of capital from its parent. 

Regulatory approvals are required for KU to incur additional debt. The Virginia Commission and the FERC 
authorize the issuance of short-term debt while the Kentucky Commission, the Virginia Commission and the 
Tennessee Regulatory Authority authorize the issuance of long-term debt. In November 2007, KU received a 
two-year authorization from the FE.RC to borrow up to $400 million in short-term funds, KU also has 
authorization from the Virginia Commission that expires at tlie end of 2009 allowing short-term borrowing of 
up to 16400 million. 

KU’s debt ratings as of December 31,2007, were: 
Moody’s - S&P 

Pollution control revenue bonds A2 BBB+ 
Issuer rating A2 
Corporate credit rating - BBB+ 

These ratings reflect tlie views of Moody’s and S&P. A security rating is not a recommendation to buy, sell or 
hold securities and is subject to revision or withdrawal at  any time by the rating agency. See Note 7 of Notes to 
Financial Statements for a discussion of recent downgrade actions related to the pollution control revenue 
bonds 
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Contractual Obligations 

The following is provided to summarize contractual cash obligations for periods after December 31,2007. K U  
anticipates cash from operations and external financing will be sufficient to fund future obligations. Future 
interest obligations cannot be quantified because most of KU's debt is variable rate. See Statements of 
Capitalization, 

' 

(in millions) 
Contractual Cash Obligations 

Short-term debt (a) 
Long-term debt 
Operating leases (c) 
Unconditional power 

Coal and gas purchase 
obligations (e) 
Retirement obligations (f) 
Other obligations (g) 
.Total contractual 

cash obligations 

purchase obligations (d) 

Payments Due bv Period 
2008 2009 2010 .?011 2012 Thereafter - Total 

S 23 S -  s -  S -  S -  S -  S 23 
33 50 1,181 (b) 1,264 

6 5 3 2 2 4 22 

23 25 16 8 9 143 224 

329 146 93 57 51 682 
23 24 23 23 23 124 240 

307 2 6 - __ ___ 392 

XzU gg2 slcr4 __ EU &!&g s m  
(a) Represents borrowings froin aftilialed company due within one year. 
(b) lncludes long-term debt of$33 million classified as current liabilities because these bonds are subject to tender for 

purchase at the option of the  holder and lo mandatory tender for purchase upon the occurrence of certain everits These 
bonds mature in 2032. KU does not expect lo pay these amounts in 2008. 

(c) Represents future operating lease payments, 
(d) Represents Future minimum payments under OMU and OVEC power. purchase agreeinents through 2010 and 2026, 

respectively. 
(e) Represents contracts to purchase coal and natural gas. 
(f) Represents currently projected cash flows For pension, postretirement and other post-employment benefit plans as 

calculated by the acttiary. 
(g) Represents construction commitments, including commitments for IC2 and the FGDs, 

CONTROLS AND PROCEDURES 

The Company is responsible for establishing and maintaining adequate internal control over financial reporting. 
Internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in  accordance 
with generally accepted accounting principles.. A company's internal control over financial reporting includes 
those policies and procedures that pertain to the maintenance of.records that, in  reasonable detail, accurately and 
fairly reflect the transactions and dispositions of the assets of the company; provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and provide reasooable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets 
that could have a material effect on the financial statements. 
Because of' its inlierent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

The Company has assessed the effectiveness of its internal control over financial reporting as of December 3 I ,  
2007 I n  malting this assessment, the Company used the criteria set forth by the Committee of Sponsoring 
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Organizations of the Treadway Commission in internal Control - Integrated Framework (“COSO’). The 
Company has concluded that, as of December .3 1, 2007, the Company’s internal control over financial reporting 
vas effective based on those criteria. 

1CI.J is no longer subject to the internal control and other requirements of the Sarbanes-Oxley Act of 2002 and 
associated rules (the ”Act”) and consequently has not issued Management’s Report on Internal Controls over 
Financial Reporting pursuant to Section 404 ofthe Act. 
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Kentucky Utilities Company 
Statements of Income 

(Millions of$) 

Years Ended December 3 I 
2007 2006 

OPERATING REVENUES: 
Tolal operating revenues (Note 1 l ) ,  . . . . . . . . . . . . . . .  

OPERATING EXPENSES: 
Fuel for electric generation , , , , ,  , ,., , ,. , . , ,  ,. , ,, ,, , , ., , , 

Depreciation and amortization (Note I )  ,.,.. ,. ,.. . . . . . . . . . . . . . .  
Total operaling expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Power purchased (Notes 9 and I I ) .  . . . . . . . . . . . . . . . . . . . . . .  
Other operation and maintenance expenses . . . . . . . . . . . . . . . . . . .  

Net operating income . . . . . . . . . . . .  

Equity earnings in EEI (Note I ) . ,  . , . . ,  , 

Interest expense (Notes 7 and 8) 

. . . . . . . . . . . . . .  
Other income - net , . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . .  

Interest expense to affiliated comp te I I )  . . ,  , ,. , , , . .  , . . 

lnconie before income taxes ,,., , ,  , , , , , ., .,. . , .  , , , , ,  

Federal and stale income Faxes (Note 6) 

Net income , , , .. , , .  ., . . , , ,  . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . .  

The accompanying notes are an integral part of these financial stateinents 

Statements of Retained Earnings 
(Millions of$) 

Balance January I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Add net income, . ,, , . ,. ,. ,,, . , , .., , , . . . . . . . . . . . . . . . . . . .  
Balance December 31 . . . . . . . . . . . . . . . . . . . . . . . .  , ,. . , ,, ,. , 

The accompanying notes are an integral part of  these financial slatements 

Years Ended December 3 1 
2007 2006 

$ 870 $718 
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Kentucky Utilities Company 
Statements of Comprehensive Income 

(Millions of$) 

Years Ended December 31 
2007 

Net incume . , , , ,  . , , .  , . . , , . , , , , ,.. , ,  . 5167 

Additional minimum pension liability adjustment, net of tax expense 
of SO and Si3 fur 2007 and 2006, respectively (Note 5 )  . , . , .  .., .. , , , , . , , . , , . .  ... .. . . , - 19 

Other coniprehensive income, net of tax (Note 12) . ,  . . .,., . , "" . . ,  .. __ 19 

Comprchensive income ,, , . , , ., ., . . .  , .  su 
The accompanying notes are an integral part of these financial statements 
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Kentucky Utilities Company 
Balance Sheets 

(Millions o f$ )  

December 3 1 

ASSET'S: 
Current assets: 

Cash and cadi equivalents (Note 1)  . , , ,  _. , , , ,, , , , , , , , 

Restricted cash (Note I )  . . . . . . . . . . . . . . . . .  . . , ., , , 

Accounts receivable - less reserve of$2  in 2007 and 2006 (Nole I) , ,.. ,. , 

Accounts receivable from affiliated companies (Note 1 I )  . . . . . . . . . . . . . . . . . . . .  

Materials and supplies (Note I): 
Fuel (predominantly coal) ., , . ., , , , .  , . , , , , , , , ,. 

Other materials and supplies , ,. ,. ,.. , ,  , , ,  , ,,., . .  
Prepayments and other current assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total current assets . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Other property and investments (Note I )  

Utility plant, at original cost (Note I) 

,. 

Less: reserve for depreciation . . . . . . . . . . . . . . . . . . .  , , , , , , , , , , , , 

Total utility plant, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Construction work in progress. .".,, .. ,. . . . . .  
Total utility plant and construction work in progress . . . . . . . . . . . . . . . . . . . . . . . . . .  

Deferred debits and other assets: 
Regulatory assets (Note 2): 

Pension and postretirement benefits (Notes I and 2) 
Other ..................... , , .  , . . .  . . . . . . . . . . .  

, , , ,  ., , , , ,  , I , 

Cash surrender value of key man life insurance , . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . .  . , .  ,. Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
.Total deferred debits and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total Assets 

The accompanying notes are an integral part of these financial statements 

2007 

S -  
11 

1'72 
17 

42 
34 
12 

288 

2 

3,868 

l-fQ 
2,246 

3,317 

28 
86 
3 1  

162 

&LE!$ 

- 2006 

$ 6  
23 

I23 
50 

64 
34 
18 

318 

25 

3,681 

2,128 

487 
2,615 

64 
83 
35 
2 
190 

L %U 



Kentucky Utilities Company 
Balance Sheets (continued) 

(Millions of $) 

LIAB1LITIES AND EQUITY: 
Current liabilities: 

Current portion of long-term debt (Note 7)  . . . . . . . . . . . . . . . . . . . . . . . . . .  . ., 

Accounts payable . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . .  
Accounts payable to affiliated companies I I) . . . . . . . . . . . . . . . . .  
Customer deposits . , ,  . . . . . . . . . . . . . . . . . .  
Other current liab . . .  . . . . . . . . . . . . . . . .  , .  ,, , , ,  

Total current liabilities . , . , , ,  , ,  ,.,,, , . , ., . . , 

Long-term debt: 

Notes payable to affiliated companies (Notes 8 and I I ) ,  .... . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . .  

Long-term bonds (Note 7). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Long-term notes to affiliated cornpany (Note 7) , .. . ,  , . ,  ,. . 
, ,, , , ., . . 

.,,,, , , , ,  Total long-term debt ,,,,, , . . " . . ,  , . 

Deferred credits and other liabilities: 
Accumulated deferred inconie taxes (Note 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accumulated provision for pensions and related benefits (Not 
Investment tax credit (Note 6) 

Regulatory liabilities (Note 2): 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Asset retirement obligations. . . . . . . . . . . . . . . .  , ,. , ,. 

Accumulated cost of removal of utility plant .., . . . . . . . . . . . . . . . . . . . . . .  
Deferred income taxes . ,  , , . , , , . ., ., . . . . . . . . . . . . . . . .  ....... 

Other regulatory liabilities, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other liabilities . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total deferred credits and other liabilities . . . . . . . . . . .  ,.,, ,. 

Commitments and contingencies (Note 9) 

COMMON EQUITY: 
Common stock, without par value - 

Authorized 80,000,000 shares, outstanding 37,817,878 shares, . . . . . . . . .  
Additional paid-in-capital (Note 11) . , ,  . ., . ,  

Relained earnings . , , , , , , , .  , ,  . 

Undistributed subsidiary earnings. . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . .  

Total relained earnings . . . . . . . .  . . . . .  . . . . . . . . . . . . . . . . . .  
Total coininon equity . , . . , . . , , .  ., . . , , , , , . , 

. . . . . . . . . . . . .  . . . . . . . . .  

.Total Liabilities and Equity , .,, , ,  . ,  , , ., , . . 

The accompanying notes are a11 integral part of tliese financial slateinents 

December 3 I 
2007 

s 33 $ 141 
23 97 

I60 83 
48 87 
20 19 

300 219 

285 289 
83 I26 
55 13 
30 28 

310 291 
22 27 
10 6 

~ 23 2 
-&@ 

308 308 
90 15 

1,016 854 
21 -...J 
1.037 a 
1.435 M 

W E 5  &!=$& 
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CASH LOWS FROM OPER ING 

Kentucky Utilities Company 
Statements of Cash Flows 

(Millions of $) 
Years Ended December 3 I 

IIVITIES: 
Net income . . , ,  , , , . . , , .  , , , , . , ,  ... .,.. , ,  "... .,, , .  

items not requiring cash currently: 
Depreciation and amortization , ,  , . . . . , . , , , , . , , . . 

Provision for pension and postretirement plans , , , , ,  . 

Accounts receivable , ,  , ,. . .., ., , , , ,  ,, , , , , , , , . . . 

Materials and supplies. ,., "".. 
Accounts payable ,.. . ,,,,,., .. ,,, . ,  . . ..., , ,  , , 

Prepayments and other current assets ., ,. . . .,. , ,. . , , 

Deferred inconie taxes-net . , ,  , ,. . ..., , . ,.. .. ,. 

Investmelit tax credit-net .. , . .. ,,, ,,. , , . . . . . , . , ,  , ., .. . , , 

, .  

Change in certain current assets and liabiiilies: 

, ., ..". , , . ,,,, ,,, ,,., . , , ,. . ., . . , , . . . , . ., 

Accrued income taxes, ., ..,,...., ,. . ,. . . , , , ,  

Property and other taxes payable , . . ,  . ..". , ... ",, . . , ,., . , 

Other current liabilities , ..,.. ,,, , .. , , . ,  . .,., , , , . , , . . , ,. , ,,. , , 

Pension and postretirement funding ..".. , ,  ,. , ,,, , ,,, , , ,,. ,,,., , ... ".".., 
MISO exit fee ".,.,...... , ,.". ,,..... , ,. .,,.. . , ,  .,., .,.. . , , , ,, ,, ,, . 

Other ,. ,,,,.., ,..,., .,.., . ,. , . . , , , ,.. 

Environmental cost recovery mechanism rehnd . .  
, . . , , , . . , , ,. 

Net cash provided rating activities, . , . , , ,  ,.,.. , ..,,.I , 

CASH FLOWS FROM INVESIING ACTIVITIES: 
Construction expenditures ,,., , , , ,,. ,. . , . , .. . . , , ,. ,, , , , , . ,. . 

Change in restricted cash ... ..,, , ,  , , ,  , . . .  , , ,, , ., . . , 

Net cash used for investing activities. ,, . ,, , , . , . . 
CASH FLOWS FROM FINANCING ACTIVIIIES: 

Long-term borrowings from affiliated company . , ,,. , . " .  ,, , , , 

Short-term borrowings from affiliated company .,, ,,,,... . .... . ,, , , , ,, 

Repayment of short-term borrowings from affiliated company . .". 

issuance ofpollution control bonds.. , . . . . 

Additional paid-in capital , . ., ,. , .,., . . ., . 

Retirement of first mortgage bonds ,.,,,. ..... . , , . . . , , , , ,, , , ,, 

Net cash provided by financing activities,. ., , .  ..,,. . , "  . . . , , ,  ,, 

Change in cash and cash equivalents , , ,  ,,,,., . . , , , . ,  .,,.., 

Cash and cash equivalents at beginning of year . 

Supplemental disclosures ofcash Row inforimlion: 
Cash paid during the year for: 

. ,, ,,, . , , . , , .  . , , , , ,  , 

,.,,..,, ..,,,., ., . ... .. 
Cash and cash equivalents at end of year . .,. , . . , , , , , , , , 

income taxes, , ,  , ... ..,., ,, ... ,." , . . , ,  .. ,,, , 

Interest on borrowed money ,. , , . .  ,. ., , , ,. , ,,,. , , .  

interest to affiliated companies on borrowed money , ...,.. .., 

Ihe  accompanying notes are an integral part of these finaiicial statements 
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Kentucky (Jtilities Company 
Statements of Capitalization 

(Millions of %) 
December 3 1 

LONG-TE.RM DEBT (Note 7): 
First mortgage bonds: 

Pollution control series: 
P due May 15,2007, 7,92%0 (Note 3) ,  , , , ,  , , , .  . , , , ., , , , , , . . 

IO,  due November I ,  2024, variable '% .. . .  ... , 
Mercer Co. 2000 Series A, due May I ,  2023, variable % ... ",,....,. . , . .  , 

Carroll Co. 200.2 Series A, due February I ,  2032, variable %I . ..,.,.,, ,.... .....,...,.. 
Carroll Co 2002 Series B, due February 1, 2032, variable % 
Muhlenberg Co 2002 Series A, due February I ,  203.2, variable % .. . 

Mercer Co. 2002 Series A. due February I .  2032, variable o/,, 
Carroll Co 2002 Series C, due October I ,  2032, variable O h . .  .. . ., ,,, 

Carroll Co 2004 Series A, due October I ,  2014, variable %, . .,....,. ".,..., ".. 
Carroll Co. 2005 Series A, due lune I ,  2035, variable % 
Carroll Co, 2005 Series B, due ,lune I ,  2035, variable 94 , ,,.,, ,.. 

Carroll Co 2006 Series A, due .lune I ,  2036, variable "h, . .,, , , , ..., , , ,  , 

Car1011 Co, 2006 Series C, due June I ,  2036, variable Yo 

Carroll Co. 2006 Series B, due October I, 2034, variable % .. . .. ... 

. ,. . ,  . , , , , , , .  , , , ,  . , . , . , , 

. ... , ,,.., . 

. .,, 

. , . . . .  

, , , 

. . , , ., , , . , 

,.,.., ..".. , ,  . 

Carroll Co. 2007 Series A, due February 1,2026, variable % 

Triinble Co, 2007 Series A, due March I ,  2037, variable % 

Due November 24, 2010, 4 24%, unsecured. ..., . .. ".,,, , ,,, 
Due January 16, 2012,4 39%, unsecured , , .,,,, 

Due April 30,2013,4.55%, unsecured .. .. . ... . ". , , , , . ., , , . , . . . 
Due August 15,2013, 5.,31%, unsecured . . . ., . . . , , , , ,, , . . 

Due July 8,2015,4,735%, unsecured. 

Due .June 23,2036,6 33%, unsecirred .,..,., , , ,. , 

Due December 19, 2014,5 45% unsecured , ,  . . .  

Due June 20, 201 7 ,5  98% unsecured. , .".". , ,. ,. . . , , . . . . 
Due October 25,2019, 5 71% unsecured . , . , , . , . . , .  ,, . ,. . " ,  .,, 

Due February 7,2022, 5 69% unsecured 

Due March 30,2037,5 86% unsecured . . . .. ., , , . , , , , , . , . , . , 

. . , . , . . . 

, . . , . 

, , , . , ., , , 

Notes payable to Fidelia: 
. , . . . , . . . . 

, . . ., . . , , . , . . . . . , . . 

., . . . . . , , , , , . 

Due December 21,2015,5 36%. unsecured . .,, , , ,  , , . . 
Due October 25,2016, 5 675% unsecure 

. ., ., ,, ,, ., , , , , , , ., . . . 

, .  

Due September 14,202X, 5.,96% unsecured . , . ,.. , 

Total long-term debt outstanding 

Less current portion of long-term debt 

, , ,, , , . , , , , ,,... . Long-termdebt , . , , , . ,  

COMMON EQUITY: 
Common stock, without par v;riue - 

Autliorized 80,000,000 shares, outslanding 3 7 3  17,878 shares ....,., " . . ,  

Additional paid-in-capital (Note I I )  , ,  ..... .,, ,,, .., . ,.. . . , , , , , . , 

Retained earniiigs ,. .,. . , .  , ... , . . . . . , . . . , . 
Undistributed subsidiary earnings , , , , , , , . . , . . . , . ., , . . . 

Tohl  retained earnings . ., . ,  , . , . , . . . , , , 
ToVal coininon equity . , , . ,  , , , , , . . , , . , , , , , . , . ,  . 

., , , . , , . , , . , , , . . , . . , 

Total capitalization , ,  . ,, 

The accompanying notes are an integral part oltliese financial stateinents 
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2007 

13 
21 

2 
2 
8 

96 
50 
13 
13 
I7 
17 
I8 
54 
9 

33 
50 

100 
1 5  
50 
75 
50 
50 

100 
50 
70 
53 

IO0 
7j 

1,264 

33 
1.231 

308 
90 

1,016 
21 
1.037 
1.435 
g&& 

2006 

54 

54 
13 
21 

2 
2 
8 

96 
50 
13 
13 
17 
17 

33 
50 

100 
15 
50 
75 
50 
50 

- 

843 
2 
70?. 

308 
15 

854 

870 
1.193 
- u.892 .- 



Kentucky Utilities Company 
Notes to Financial Statements 

Note 1 - Summary of Significant Accounting Policies 

KU, incorporated in Kentucky in 1912 and in Virginia in 1991, is a regulated public utility engaged in the 
generation, transmission, distribution and sale of electric energy in Kentucky, Virginia and Tennessee. KU 
provides electricity to approximately 506,000 customers in 77 counties in central, southeastern and western 
Kentucky, to approximately 30,000 customers in 5 counties in southwestern Virginia and 5 customers in 
‘Tennessee. KU’s coal-fired electric generating stations produce most of KU’s electricity., The remainder is 
generated by a hydroelectric power plant and natural gas and oil fueled CTs. In Virginia, KU operates under the 
name Old Dominion Power Company. KU also sells wholesale electric energy to 12 municipalities. 

KU is a wholly-owned subsidiary ofE.ON U.S., formerly known as LG&E Energy LLC. E.ON U S .  is an 
indirect wholly-owned subsidiary of EON,  a German corporation, making KU an indirect wholly-owned 
subsidiary of EON. KU’s affiliate, LG&E, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy and the distribution and sale of natural gas in Kentucky, 

Certain reclassification entries have been made to the previous years’ financial statements to conform to the 
2007 presentation with no impact on net assets, liabilities and capitalization or previously reported net income 
and cash flows. 

Regulatory Accounting. KU is subject to SFAS No. 71, under which regulatory assets are created based on 
expected recovery from customers in future rates to defer costs that would otherwise be charged to expense. 
Likewise, regulatory liabilities are created based on expected return to customers in future rates to defer credits 
that would otherwise be reflected as income, or, in the case of.costs ofremoval, are created to match long-term 
future obligations arising from the cumnt  use of assets. ‘The accounting for regulatory assets and liabilities is 
based on specific ratemaking decisions or precedent for each item as prescribed by the FERC, the Kentucky 
Commission or the Virginia Commission, See Note 2, Rates and Regulatory Matters, for additional detail 
regarding regulatory assets and liabilities,. 

Cash and Cash Equivalents. KU considers all highly liquid investments with an oIiginal maturity of three months 
or less to be cash equivalents, 

Restricted Cash. Proceeds from bond issuances for environmental equipment (primarily related to the installation 
of FGDs) are held in trust pending expenditure for qualifying assets, 

Allowance for Doubtful Accounts. The allowance for doubtful accounts is based on the ratio of the amounts 
charged-off during the last twelve months to the retail revenues billed over the same period multiplied by the retail 
revenues billed over the last four months. Accounts with no payment activity are charged-off after four months, 
although collection efforts continue thereafter 

Materials and Supplies. Fuel and other materials and supplies inventories are accounted for using the average-cost 
method,. Emission allowances are included in other materials and supplies and are not currently traded by KU. At 
December 31,2007 and 2006, the emission allowances inventory was less than $1 million and approximately $2 
million, respectively. 
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Other Property and Investments. Other pr‘operty and investments on the balance sheets consists of KIJ’s 
investment in EE.1, economic development loans provided to various coniniunities in KU’s service territory, KU’s 
investnient in OVE.C, funds related to KU’s long-temi purchased power contract with OMU and lion-utility plant., 

Although K.U holds investment interests i n  OVEC and EE.1, it is not tlie primary beneficiary, therefore, neither 
are consolidated into KU’s financial statements. KIJ and 11 other electric utilities are participating owners of 
OVEC, located in Piketon, Ohio. OVEC owns and operates two power plants that bum coal to generate 
electricity, Kyger Creek Station in Ohio and Clifty Creek Station in Indiana. Pursuant to current contractual 
arrangements, KU’s share of OVEC’s output is 2.5%, approximately 55 Mw of generation capacity. 

As of December i l ,  2007 and 2006, KU’s investment in 0VE.C totaled less than $1 million and is accounted for 
under tlie cost method of accounting. KU’s maximum exposure to loss as a result of its involvement with 
OVEC is limited to the value of its investment“ In the event of the inability of OVEC to fulfill its power 
provision requirements, KU anticipates substituting such power supply with either owned generation or market 
purchases and believes it would generally recover’ associated incremental costs through regulatory rate 
mechanisms. See Note 9, Commitments and Contingencies, for further discussion of developments regarding 
KU’s ownership interests and power purchase rights. 

KU owns 20% of tlie conimon stock of EEI, which owns and operates a 1,162-Mw generating station in 
southern Illinois. Prior to 2006, KU was entitled to take 20% of tlie available capacity of the station under a 
pricing formula comparable to tlie cost of other power generated by KU. This contract governing tlie purchases 
from EEI terminated on December 31,2005. Since December 3 1,2005, EEI has sold power under general 
market-based pricing and terms. KU has not contracted with E.EI for power under the new arrangements, but 
maintains its 20?4 ownership in tlie common stock of E.EI. Replacement power for tlie EEl capacity has been 
largely provided by KU generation. 

KU’s investment in  EEI is accounted for under the equity method of accounting and, as of December 31, 2007 
and 2006, totaled $23 million and $18 million, respectively. KU’s direct exposure to loss as a result of its 
involvement with EEI is generally limited to tlie value of its investment. 

Utility Plant. KlJ’s utility plant is stated at original cost, which includes payroll-related costs such as taxes, fringe 
benefits and administrative and general costs., Constmction work in progress has been included in the rate base for 
deterniining retail customer rates in Kentucky. KU has not recorded a significant allowance for funds used during 
construction. 

The cost of plant retired or disposed of in the iionnal course of business is deducted from plant accounts and such 
cost is charged to the reserve for depreciation. When complete operating units are disposed of, appropriate 
adjustments are made to the reserve for depreciation and gains and losses, if any, are recognized. 

Depreciation and Amortization. Depreciation is provided on the straight-line method over the estimated 
service lives of depreciable plant. The amounts provided were approximately 3.2% i n  2007 and 3 1% i n  2006 of 
average depreciable plant. Of the amount provided for depreciation at December .3 I ,  2007 and 2006, 
approximately 0.5% was related to the retirement, removal and disposal costs of long lived assets. 

Unamortized Debt Expense. Debt expense is capitalized in deferred debits and amortized using the straight line 
melhod, which approximates the effective interest method, over the lives of tlie related bond issues, 

Income Taxes. lnconic taxes are accounted for under SFAS No. 109, Accoziii/ii~g,/o~~ Iiicoiiie Tnrer and FIN 48, 
Accoziii/iiig,/ar Uttcerfniiit~~ i i i  Iiiconie Tnse.y, N I I  /171eiprer~11i011 qf SFAS No 109. in  accordance with these 
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statements, deferred tax assets and liabilities are recognized for the future tax consequences attributable to 
differences between the financial statement cariying amounts of existing assets and liabilities and their 
respective tax bases, as measured by enacted tax rates that are expected to be in effect in the periods when the 
deferred tax assets and liabilities are expected to be settled or realized,. Significant judgment is required in 
determining the provision for income taxes, and there are transactions for which the ultimate tax outcome is 
uncertain. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement 
recognition and measurement o f a  tax position talcen or expected to be taken in a tax return. . Uncertain tax 
positions are analyzed periodically and adjustments are made when events occur to warrant a change. See Note 
6, Income Taxes. 

Deferred Income Taxes. Deferred income taxes are recognized at cumntly enacted tax rates for all material 
temporary differences between the financial reporting and income tax bases of assets and liabilities. 

Investment Tax Credits. The EPAct 2005 added Section 48A to the Internal Revenue Code, which provides for 
an investment tax credit to promote the commercialization of advanced coal technologies that will generate 
elech.icity in an environmentally responsible manner,. KU and LG&E received an investment tax credit related 
to 'TC2, for more details see Note 6, Income 'Taxes., Investment tax credits prior to 2006 resulted from provisions 
ofthe tax law that permitted a reduction of KU's tax liability based on credits for construction expenditures. 
Deferred investment tax credits are being amortized to income over the estimated lives of the related ptoperty that 
gave rise to the credits. 

Revenue Recognition. Revenues are recorded based on service rendered to customers through month-end.. KU 
accrues an estimate for unbilled revenues from each meter reading date to the end of the accounting period based 
on allocating the daily system net deliveries between billed volumes and unbilled volumes.. The allocation is based 
on a daily ratio of the number of meter reading cycles reniainiiig in the month to the total number of meter reading 
cycles in each month. Each day's ratio is then multiplied by each day's system net deliveries to determine an 
estimated billed and unbilled volume for each day ofthe accounting period. The unbilled revenue estimates 
included in accounts receivable were $59 million and $42 million at December 3 I, 2007 and 2006, respectively., 

Fuel Costs. The cost of fuel for generation is charged to expense as used. 

Management's Use of Estimates. The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect the reported assets and 
liabilities and disclosure of contingent items at the date ofthe financial statements and the reported amounts of 
revenues and expenses during the reporting period. Accrued liabilities, including legal and environmental, are 
recorded when they are probable and estimable. Actual results could differ from those estimates. 

Recent Accounting Pronouncements. The following are recent accounting pronouncements affecting KU: 

SFAS No. 160 

I n  December 2007, the FASB issued SFAS No. 160, Noiico~trolling I/~/erests it7 Cor7.soliclatedFiriniicinl 
S/olernei~fs, which is effective for fiscal years, and interim periods within those fiscal years, beginning on or 
after December 15, 2008. The objective oftliis statement is to improve the relevance, comparability and 
transparency of financial information in a reporting entity's consolidated financial statements. The Company 
expects the adoption of SFAS No. 160 to have no impact on its statements of operations, financial position and 
cash flows. 
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SFAS No. 159 

in February 2007, the FASB issued SFAS No. 159, The Fair- Value Op/iori,for Firi~iricinl Assets ai7dFiriaricial 
Liabi/i/ie.s - Irdzrdirig cui Ai77endr77er7/ ofFASB Sfcr/er77en/ No, 11.5 SFAS No. 159 permits entities to choose to 
measure many financial instruments and certain other assets and liabilities at fair value on an instrument-by- 
instrument basis (the fair value option). 1Jnrealized gains and losses on items for which the fair value option lias 
been elected are to be recognized in earnings at each subsequent reporting date. SFAS No. 159 is effective for 
fiscal years beginning after November 15,2007,, SFAS No, 159 was adopted effective .January 1,2008 and had 
no impact on the statements of operations, financial position and cash flows. 

SFAS No. 157 

In September 2006, tlie FASB issued SFAS No, 157, Fair Value n/lea.sirr-er77eri/s, which, except as described 
below, is effective for fiscal years beginning after November 15,2007. This statement defines fair value, 
establishes a framework for measuring fair value in generally accepted accounting principles and expands 
disclosures about fair value measurements. SFAS No. 157 does not expand the applicatioii of fair value 
accounting to new circumstances. In February 2008, tlie FASB issued FASB Staff Position 157-2, &fledire 
Dnfe ojFclSB S/a/ei77ei7r No. 157, whicli delays the effective date of SFAS No. 157 for a11 nonfinancial assets 
and liabilities, except those that are recognized or disclosed at fair value in the financial statements on a 
recurring basis (at least annually), to fiscal years beginning after November 15, 2008 and interim periods within 
those fiscal years,. SFAS No. 157 was adopted effective January 1,2008, except as it applies to those 
nonfinancial assets and liabilities, and had no impact on the statements of operations, financial position and cash 
flows, however, tlie Company will provide additional disclosures relating to its financial derivatives, AROs and 
pension assets as required in 2008 

In July 2006, tlie FASB issued FIN 48 which clarifies the accounting for the uncertainty of income tax positions 
recognized in an enterprise’s financial statements i n  accordance with SFAS No. 109. This interpretation 
prescribes a recognition threshold and measurement attribute for tlie financial statement recognition and 
measurement of a tax position taken or expected to be taken in a tax return. 

The evaluation of a tax position in accordance with FIN 48 is a two-step process. The first step is recognition 
based on the determination of whether it is “more likely than not” that a tax position will be sustained upon 
examination. The second step is to measure a tax position that meets the “more likely than not” threshold. The 
tax position is measured as tlie amount of potential benefit that exceeds 50% likelihood of being realized. 

FIN 48 is effective for fiscal years beginning after December 15, 2006, and was adopted effective January 1, 
2007., The impact of FIN 48 on the statements of operations, financial position and cash flows was not material. 

Note 2 - Rates and Regulatory Matters 

KU is subject to tlie jurisdiction of the Kentucky Commission, the Virginia Commission, the Tennessee 
Regulatory Authority and the FERC in virtually all matters related to electric utility regulation, and as such, its 
accounting is subject to SFAS No. 71 Given its competitive position in the niarltetplace and the status of 
regulation in Kentucky and Virginia, KU has no plans or intentions to discontinue its application of SFAS No. 
71. 
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Rate Case 

I n  December 2003, KU filed an application with the Kentucky Commission requesting an acijustment in KU’s 
rates. ‘The revenue increase requested was $58 million, In June 2004, the Kentucky Commission issued an ’, 

Order approving an increase in KU’s base rates of approximately $46 million (7%). ‘The rate increase took 
effect on July I ,  2004. 

Final proceedings took place during the first quarter of2006 concerning the sole remaining open issue relating 
to state income tax rates used in calculating the granted rate increase. On March 3 1,2006, the Kentucky 
Commission issued an Order resolving this issue in KU’s favor consistent with the original rate increase order. 

Regulatory Assets and Liabilities 

The following regulatory assets and liabilities were included in the balance sheets as of December 3 1: 

(in millions) 
ARO 
MISO exit 
F AC 
Unamortized loss on bonds 
ECR 
Other 

Subtotal 

- 2007 2006 
$ 24 $ 22 

20 20 
17 16 
10 10 
11 10 
2 5 

86 83 

Pension and postretirement benefits 28 64 
Total regulatory assets u 
Accumulated cost ofremoval of utility plant $310 $297  
Deferred income taxes - net 22 27 
Other 
Total regulatory liabilities 

KU does not currently earn a rate ofreturn on the FAC regulatory asset, which is a separate recovery 
mechanism with recovery within twelve months. No return is earned on the pension and postretirement benefits 
regulatory asset which represents the changes in funded status of the plans. The Company will seek recovery of 
this asset in future proceedings with the Kentucky and Virginia Commissions. No return is currently earned on 
the ARO asset,. This regulatory asset will be offset against the associated regulatory liability, ARO asset and 
ARO liability at the time the underlying asset is retired,. The MISO exit amount represents the costs relating to 
the withdrawal from MISO membership. KU will seek recovery of this asset in future proceedings with the 
Kentucky and Virginia Commissions,. KU curmitly earns a rate of return on the remaining regulatory asset- 
Other regulatory assets include VDT costs, the merger surcredit and deferred storm costs. Other regulatory 
liabilities include DSM and MISO costs included in base rates that will be netted against costs ofwitlidrawing 
from the MISO in the next rate case. 
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ARO. A summary of KIJ’s net ARO assets, regulatory assets, liabilities and cost of removal established under 
FIN 47, Accozcnfiiig for Coiiditioiial Asret Refireiiieiit Obligations, nil Iiiferprerarioii of SFAS No, 14.3, and 
SFAS No. 143, Accmizfiiigfor Asset Rerireriieiir Obligarioiis, follows: 

ARO Net ARO Regulatory Regulatory Accumulated Cost of Removal 
(in millions) Assets Liabilities Assets Liabilities Cost of Removal Depreciation 
As of December 3 1,2005 $ 6  $(27) $20 % (2) $ 2  $ 1  
ARO accretion (1) 
ARO deprcciation 11) ___ ___ 
As of December 3 1.2006 5 (28) 22 (2) 2 I 

1 
1 - - - __ __ - 

. ,  . I  

- ___ 2 ARO accretion - A) __ 
As of Dcceniber 3 1,2007 __ u m $2 U) 

Pursuant to regulatory treatment prescribed under SFAS No. 71, an offsetting regulatory credit was recorded in 
depreciation and amortization in the income statement of $2 million in  2007 and 2006 for tlie ARO accretion 
and depreciation expense. KU AROs are primarily related to the final retirement of assets associated with 
generating units. For assets associated with AROs, tlie removal cost accrued through depreciation under 
regulatory accounting is established as a regulatory liability pursuant to regulatory treatment prescribed under 
SFAS No. 7 1. There were no FIN 47 net asset additions during 2007 or 2006. For tlie years ended December 3 I ,  
2007 and 2006, KU recorded less than $1 million of depreciation expense related to the cost ofremoval of ARO 
related assets. An offsetting regulatory liability was established pursuant to regulatory treatment prescribed 
under SFAS No. 71. 

KU transmission and distribution lines largely operate under perpetual property easement agreements which do 
not generally require restoration upon removal of the property. Tlierefore, under SFAS No. 143, no material 
isset retirement obligations are recorded for transmission and distribution assets. 

MISO Exit. Following receipt of applicable FERC, Kentucky Commission and other regulatory orders, KU 
withdrew from the MISO effective September 1,2006. Specific proceedings regarding tlie costs and benefits of 
the MISO and exit matters had been underway since .July 2003, Since tlie exit from the MISO, KU lias been 
operating under a FERC-approved open access-transmission tariff. K.LJ now contracts with tlie Tennessee 
Valley Authority to act as its transmission Reliability Coordinator and Southwest Power Pool, Inc. to function 
as Independent Transmission Organization, pursuant to FERC requirements. 

KLI and tlie MISO have agreed upon overall calculation inetliods for tlie contractual exit fee to be paid by the 
Company following its withdrawal. In October 2006, KLJ paid approximately $20 million to the MISO pursuant 
to an invoice regarding tlie exit fee and made related FERC conipliance filings. The Company’s payment of this 
exit fee amount was with reservation of its rights to contest tlie amount, or components thereof, following a 
continuing review of its calculation and supporting documentation. In December 2006, K.U provided notice to 
the MISO of its disagreement with tlie calculation of tlie exit fee. KU and the MISO have resolved their dispute 
regarding the calculation oftlie exit fee and, in November 2007, filed an application with the FE.RC for 
approval of a recalculation agreement. In March 2008, tlie FERC approved the parties’ recalculation of tlie exit 
fee, and the approved agreement provides KCI with an immediate recovery of$]  million and will provide an 
estimated $3 million over tlie next eight years for credits realized from other payments tlie MISO will receive, 
plus interest. Orders of tlie Kentucky Commission approving the Company’s exit from tlie MISO have 
authorized the establisliment of a regulatory asset for the exit fee, subject to adjustment for possible future 
MISO credits, and a regulatory liability for certain revenues associated with former MISO administrative 
Aarges, which may continue to be collected via base rates. The treatment of the regulatory asset and liability 
will be determined in KU’s next rate case, however, the Company historically lias received approval to recover 
and refund iegulatory assets and liabilities. 
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FAC. KU’s retail rates contain an FAC, whereby increases and decreases in tlie cost of fuel for generation are 
reflected in tlie rates charged to retail customers. ‘Tlie FAC allows tlie Company to adjust customers’ accounts 
for tlie difference between tlie fuel cost component of base rates and the actual fuel cost, including 
transportation costs. Refunds to customers occur ifthe actual costs are below the embedded cost component. 
Additional charges to customers occur if the actual costs exceed tlie embedded cost component. ‘The amount of 
the regulatory asset or liability is the amount that has been under- or over-recovered due to timing or 
adjustments to tlie mechanism. 

Tlie Kentucky Commission requires public hearings at six-montli intervals to examine past fuel adjustments, 
and at two-year intervals to review past operations of the fuel clause and transfer of the then current fuel 
adjustment charge or credit to tlie base charges. 

In January 2008, the Kentucky Commission initiated a routine examination of KU’s FAC for the six-month 
period May 1, 2007 through October 3 I ,  2007,. Data discovery is ongoing and a public hearing is scheduled in 
March 2008, 

In August 2007, tlie Kentucky Commission initiated a routine examination of KU’s FAC for the six-month 
period ofNovember I ,  2006 through April 30,2007. Data discovery has concluded and a public liearing was 
held in October 2007.. The Kentucky Commission issued an Order in January 2008, approving the charges and 
credits billed through tlie FAC during tlie review period,. 

In December 2006, the Kentucky Commission initiated its periodic two-year review of KU’s past operations of 
the fuel clause and transfer of fuel costs fkom the FAC to base rates for November 1 2004 through October 3 1, 
2006. In March 2007, the KlUC challenged KU’s recovery of approximately $5 million in aggregate fuel costs 
KU incurred during a period prior to its exit from the MISO and requested the Kentucky Commission disallow 1 

this amount. A public heating was Iield in May 2007. In October 2007, the Kentucky Commission issued its 
Order approving the calculation and application of KU’s FAC charges and fuel procurement practices and 
indicated that KU was in compliance with the provisions of Administrative Regulation 807 KAR 55056. ‘The 
Kentucky Commission further approved KU’s recommendation for the transfer of fuel cost from the FAC to 
base rates. In November 2007, the KIUC filed a petition for rehearing, claiming the Kentucky Commission 
misinterpreted the KIUC’s arguments in  the proceeding. In tlie same month, the Kentucky Commission issued 
an Order denying tlie KIUC.’s request for rehearing. An appeal was not filed by the KIUC. 

In July 2006, the Kentucky Commission initiated a six-month review ofthe FAC for KU for the period of 
November 1, 2005 through April 30,2006,. The Kentucky Commission issued an Order in November 2006, 
approving tlie charges and credits billed through tlie FAC during tlie review period. 

In January 2003, tlie Kentucky Commission reviewed KU’s FAC for the six-month period ended October 31, 
2001,. ‘The Kentucky Commission ordered KU to reduce its fuel costs for purposes of calculating its FAC by 
less than $1 million. At issue was the purchase ofapproximately 102,000 tons ofcoal from Western Kentucky 
Energy Corp., a non-regulated aftiliate, for use at  KU’s Glient facility. The Kentucky Commission further 
ordered that an independent audit be conducted to examine operational and management aspects of both KU’s 
and LG&E’s fuel procurement functions. Tlie final report’s recommendations, issued in February 2004, related 
to documentation and process improvements. Management Audit Action Plans were agreed upon by KU and tlie 
Kentucky Commission Staff in the second quarter of 2004, and resulted in Audit Progress Reports being filed 
by KU with the Kentucky Commission. In February 2007, tlie Kentucky Commission staff indicated that KU 
fully complied with all audit recommendations and that no further reports are required. ’. 
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KU also employs an FAC mechanism for Virginia customers that uses aii average fuel cost factor based 
primarily on projected fuel costs. The fuel cost factor may be adjusted annually for over or under collections of 
fuel costs from the previous year. I n  February 2007, K U  filed an application with the Virginia Commission 
xeking approval of an increase of approximately $4 million in its hiel cost factor to reflect higher fuel costs 
incurred and under-collected during 2006, and anticipated higher fuel costs to be incurred in 2007, The Virginia 
Conimission approved KU’s request in April 2007. I n  February 2008, KU filed an application with the Virginia 
Commission seeking approval of a decrease of0.599 cents/KWh in its fuel cost factor applicable during tlie 
billing period April 2008 through March 2009, The decrease was requested because KU has fully recovered its 
under-recovered fuel expenses from tlie prior periods. 

Unamortized Loss on Bonds. Tlie costs of early extinguishment of debt, including call premiums, legal and 
other expenses, and any unamortized balance of debt expense are amortized using the straight line method, 
which approximates the effective interest method, over the life of either replacement debt (in the case of 
refinancing) or tlie original life of the extinguished debt. 

ECR. Kentucky law permits KU to recover the costs of complying with the Federal Clean Air Act, including a 
return of operating expenses, and a return of and on capital invested, through the ECR mechanism. Tlie amount 
ofthe regulatoiy asset or liability is the amount that has been under- or over-recovered due to timing or 
adjustments to the mechanism. 

In September 2007, the Kentucky Commission initiated six-month and two-year reviews for periods ending 
October 3 1,2006 and April 30,2007, respectively, of KU’s environmental surcharge., Data discovery concluded 
in December 2007, and all parties to tlie case submitted requests with the Kentucky Commission to waive rights 
to a hearing on this matter, The case is submitted for decision and an order is anticipated in the second quarter 
of 2008. 

I n  June 2006, KU filed an application for a CCN to construct an SCR at the Ghent station and to amend its ECR 
plan with tlie Kentucky Commission seeking approval to recover investments in environmental upgrades at the 
Company’s generating facilities. The estimated capital cost of the upgrades for the years 2008 through 2010 is 
approximately $125 million, ofwhich approximately $1 15 million is for the Air Quality Control System at TC2. 
A final Order was issued by the Kentucky Commission in December 2006, approving all expenditures and 
investnients as submitted. In  October 2007, KU met with tlie Kentucky Commission and other interested parties 
to discuss the status of the Glient Unit 2 SCR construction. KU informed the Kentucky Cominissioii that 
construction of the Ghent Unit 2 SCR was not going to commence before the CCN expired in December 2007, 
due to a change in the economics for the project The CCN expired in December 2007, and KU has delayed 
construction of the Glient Unit 2 SCR. 

In April 2006, the Kentucky Commission initiated six-month and two-year reviews of KU’s environmental 
surcharge for six-month periods ending July 2003, .January 2004, Januaiy 2005, .July 2005 and January 2006 
and for the two-year period ending July 2004. A final Order was received i n  .January 2007, approving tlie 
charges and credits billed through the ECR during tlie review period as well as approving billing adjustments, a 
roll-in to base rates, revisions to the monthly surcharge filing and the rate of return on capital 

VDT. In December 200 I ,  tlie Kentucky Commission issued an Order approving a settlement agreement 
allowing K U  to set up a regulatory asset of $54 million for workforce rcduction costs and begin amortizing i t  
over a five-year period starting in April 2001. Some employees rescinded their participation in the voluntary 
enhanced severance prograin which, along with the non-recurring charge of $7 million for FERC and Virginia 
jurisdictions, thereby decreased the charge to tlie regulatory asset from $64 million to $54 million, The Order 
reduced revenues by approximately $ 1  1 million tlirougli a surcredit 011 bills to ratepayers over tlie same five- 
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year period, reflecting a sharing (40% to the ratepayers and 60% to KU) of savings as stipulated by KU, net of 
amortization costs of the workforce reduction. 'The five-year VDT amortization period expired in March 2006. 

As part ofthe settlement agreement in the rate case, in  September 2005, KU filed with the Kentucky i 

Commission a plan for the future ratemaking treatment of the VDT surcredit and costs. In February 2006, the 
AG, KIUC and KU reached a settlement agreement on the future ratemaking treatment ofthe VDT surcredits 
and costs and subsequently submitted a joint motion to the Kentucky Commission to approve the unanimous 
settlement agreement. Under the terms ofthe settlement agreement, the VU1 surcredit will continue at the 
current level until such time as KU files for a change in base rates,. The Kentucky Commission issued an Order 
in March 2006, approving the settlement agreement. 

Merger Surcredit. As part ofthe LG&E Energy merger with KU Energy Corporation in 1998, KU estimated 
non-fuel savings over a ten-year period following the merger,, Costs to achieve these savings were deferred and 
amortized over a five-year period pursuant to regulatory orders.. In approving the merger, the Kentucky 
Commission adopted KU's proposal to reduce its retail customers' bills based on one-half of the estimated 
merger-related savings, net ofdefemed and amortized amounts, over a five-year period,. The surcredit 
mechanisni provides that 50% of the net non-fuel cost savings estimated to be achieved from the merger be 
provided to ratepayers through a monthly bill credit, and 50% be retained by KU over a five-year period. In that 
same order, the Kentucky Commission required KU, after the end of the five-year period, to present a plan for 
sharing with ratepayers the then-projected non-fuel savings associated with the merger. KU submitted this filing 
in January 2003, proposing to continue to share with ratepayers, on a 50%0/50% basis, the estimated fifth-year 
gross level of non-fuel savings associated with the merger. In October 2003, the Kentucky Commission issued 
an Order approving a settlement agreement reached with the parties in the case. According to the Order, KU's 
merger surcredit would remain in place for another five-year term beginning July 1,2003, the merger savings 
would continue to be shared 50% with ratepayers and 50% with shareholders and KU would file a plan for the 
merger surcredit six months before its expiration 

In December 2007, KU submitted to the Kentucky Cornmission its plan to allow the merger surcredit to 
terminate as scheduled on June 30,2008. T'lie Kentucky Commission has not issued a procedural schedule for 
this proceeding. 

Deferred Storm Costs. Based on an Order from the Kentucky Coinmission in June 2004, KU reclassified from 
maintenance expense to a regulatory asset, $4 million related to costs not reimbursed from the 2003 ice stonn. 
These costs will be amortized through June 2009. KU earns a return of.these amortized costs, whicli are 
included in KU's jurisdictional operating expenses. 

Pension and Postretirement Benefits. KU adopted SFAS No. 158, Emplqjws ' Accozrn/ii.rgjbr Dejiried Ber7ejif 
Pension arid U//7er Pustrefireii7eii/ Plans, in 2006.. This statement requires employers to recognize the over- 
funded or under-funded status o f a  defined benefit pension and postretirement plan as an asset or liability in the 
balance sheet and to recognize though comprehensive income the changes in the funded status in the year in 
which the changes occur.. Under SFAS No. 71, KU can defer recoverable costs that would otherwise be charged 
to expense or equity by non-regulated entities. Current rate recovery in Kentucky and Virginia is based on 
SFAS No, 87, Eiiip/uver~ 'Accuzin/ii7g/or Petisiom, and SFAS No, 106, Ei?iployerx ' Accuzin~itig/br 
Pus/retii.ernen/ Betiefits Ol lw / / m i  Peraiuns, both of which were amended by SFAS No, 158. Regulators have 
been clear and consistent with their historical treatment of such rate recovery, therefore, KU has recorded a 
regulatory asset representing the probable recovery ofthe portion ofthe change in fimded status of the pension 
and postretirement plans that is expected to be recovered. The regulatory asset will be adjusted annually as prio, 
service cost and actuarial gains and losses are recognized in net periodic benefit cost. 
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Accumulated Cost of Removal of Utility Plant. As of December 3 1, 2007 and 2006, KU has segregated the 
cost of removal, previously embedded in accumulated depreciation, of $ 3  10 million and $297 million, 
respectively, in  accordance with FERC Order No. 63 1 This cost of removal component is for assets that do not 
lave a legal ARO under SFAS No. 143, For reporting purposes in the balance sheets, KU has presented this 
cost of removal as a regulatory liability pursuant to SFAS No. 71. 

Deferred Income Taxes - Net. Deferred income taxes represent the future income tax effects of recognizing 
the regulatory assets and liabilities in the incoiiie statement., Deferred income taxes are recognized at currently 
enacted tax rates for all material temporary differences between the financial reporting and income tax bases of 
assets and liabilities. 

DSM. KU’s rates contain a DSM provision. The provision includes a rate mechanism that provides for 
concurrent recovery of DSM costs and provides an incentive for implementing DSM programs. The provision 
allows KU to recover revenues from lost sales associated with the DSM programs based on program plan 
engineering estimates and post-implementation evaluations. 

In July 2007, KU and LG&E filed an application with the Kentucky Commission requesting an order approving 
enhanced versions of the existing DSM programs along with the addition of several new cost effective 
programs. The total annual budget for these programs is approximately $26 million, an increase over the 
existing annual budget of approximately $10 inillion, Data discovery concluded in November 2007, and tlie 
Community Action Council (“CAC”) for Lexington-Fayette, Bourbon, Harrison and Nicholas counties and the 
Kentucky Association for Community Action (“KACA”), filed a motion for hearing, In  .January 2008, the CAC 
and KACA filed a niotion with the Kenhicky Commission to withdraw the request because the parties reached a 
settlement. The Kentucky Commission is allowing tlie current tariffs to remain i n  effect until a final order is 
issued. 

Other Reeulaton, Matters 

Utility Competition in Virginia. The Commonwealth of Virginia passed tlie Virginia Ekctric [Jtility 
Restructuring Act in  1999. This act gave Virginia customers the ability to choose their electric supplier. Rates 
are capped at current levels through December 2010. The Virginia Commission will continue to require each 
Virginia utility to make annual filings of either a base rate change or an Annual Informational Filing consisting 
of a set of standard financial schedules. The Virginia Conirnission Staff will issue a Staff Report regarding the 
individual utility’s financial perforinance during the historic 12-month period. The Staff Report can lead to an 
adjustment in  rates, but through December 2010, rates are subject to the capped mte period and essentially 
“frozen”. In April 2007, Virginia passed legislation terminating this competitive market and commencing re- 
regulation ofutility rates in Virginia. The new act will end the cap on rates at the end of 2008, rather than 
through December 201 0, and end customer choice for most consumers in the applicable regions of the state. 
Thereafter, a hybrid model of regulation is expected to apply in Virginia, whereby utility rates would be 
reviewed every two years and a utility’s rate of return on equity shall not be set lower than the average ofthe 
rates of return for other regional utilities, with certain caps, floors or adjustments. The legislation was effective 
in July 2007, and also includes a 10% nonbinding goal for renewable power generation by 2022, as well as 
incentives for new generation, including renewables. Under the legislation, KU retains an existing exemption 
from customer choice and other restructuring activities as applicable to KU’s limited service territory i n  
Virginia. However, subject to future developments, KU may or may not undertake such a rate proceeding in the 
first six months of 2009 based on calendar year 2008 financial data under the hybrid model ofregulation, or 
make biennial rate filings with the Virginia Commission thereafter. 



Regional Reliability Council. KU has changed its regional reliability council membership from the Reliability 
First Corporation to the SERC Reliability Corporation (“SERC”), effective January 1,2007. Regional reliability 
councils are industry consortiums that promote, coordinate and ensure the reliability of the bulk electric supply 
systems in North America. f 

TC2 CCN Application. A CCN application for construction of the new, base-load, coal fired unit TC2, which 
will be jointly owned by KU and LG&E, was approved by the Kentucky Commission in November 200.5, and 
initial CCN applications for three transmission lines were approved in September 2005 and May 2006. In 
August 2006, KU obtained dismissal o f a  judicial review of such CCN approvals by certain property owners. In 
December 2007, the Kentucky Court of Appeals reversed and remanded the lower Court’s dismissal. Both 
parties have tiled for reconsideration of elements of the appellate court’s ruling. The transmission lines are also 
subject to routine regulatory filings and the right-of-way acquisition process. See Note 9, Commitments and 
Contingencies, for further discussion regarding the TC2 air permit. 

Ghent FGD Inquiry. In October 2006, the Kentucky Comniission commenced an inquiry into elements of 
KU’s planned construction of one ofits tluee new FGDs at the Gheiit generating station,. The proceeding 
requested, and KU provided, additioiial information regarding configuration details, expenditures and the 
proposed construction sequence applicable to future construction phases of the Glient FGD project. In January 
2007, the Kentucky Commission issued an Order completing its inquiry in the matter and confirming its 
approval of KU’s construction plan, The Order also provided general guidance for jurisdictional utilities 
regarding applicable information and data requirements for future CCN applications and subsequent 
proceedings. 

Market-Based Rate Authority. In July 2006, the FERC issued an Order in KU’s market-based rate proceeding 
accepting KU’s further proposal to address certain market power issues the FERC had claimed would arise 
upon an exit fiom the MlSO, In particular, KU received permissioii to sell power at  market-based rates at the 
interface of control areas in which i t  may be deemed to have market power, subject to a restriction that such 
power not be collusively re-sold back into such control areas. However, restrictions exist on sales by KU of 
power at market-based rates in the KU/LG&E and Big Rivers Electric Corporation control areas. In June 2007, 
the FERC issued Order No. 697 implementing certain reforms to market-based rate regulations, including 
restrictions similar to those previously in place for KU’s power sales at control area interfaces. As a condition 
of receiving and retaining market-based rate authority, KU must comply with applicable affiliate restrictions set 
forth in FERC’s regulation. 

FERC Audit Results. In July 2006, the FERC issued a final report under a routine audit that its Office of 
Enforcement (formerly its Office of Market Oversight and Investigations) had conducted regarding the 
compliance of E.ON U S .  and its subsidiaries, including KU, under the FERC’s standards of conduct and codes 
of conduct requirements, as well as other areas. ‘The final report contained certain findings calling for 
improvements in E.ON U.S,. and its subsidiaries’ structures, policies and procedures relating to transmission, 
generation dispatch, energy marketing and other practices. E,.ON U.S. and its subsidiaries have agreed to certain 
corrective actions and have submitted procedures related to such corrective actions to the FERC. The corrective 
actions are in the nature of organizational and operational improvements as described above and are not 
:I pected to have a material adverse impact on the Company’s results of operations or financial condition.. 

Mandatory Reliability Standards. As a result of EPAct 2005, certain formerly voluntary reliability standards 
became mandatory in June 2007, and authority was delegated to various regional reliability organizations 
(“RRO”) by the Electric Reliability Organization, which was authorized by the FERC to enforce compliance 
with such standards, including promulgating new standards. Failure to comply with mandatory reliability 
standards can subject a registered entity to sanctions, including potential fines of up to $1 million per day as 
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well as non-monetary penalties, depending upon tlie circumstances of tlie violation. KLI is a member oftlie 
SERC, which acts as KU’s RRO. Tlie SERC is currently assessing KIJ’s compliance with certain existing 
mitigation plans resulting from a prior RRO’s audit of various reliability standards. Wiile KU believes itself to 
,e in substantial compliance with tlie mandatory reliability standards generally, KU cannot predict the outcome 
of the current SERC proceeding or of other analysis which may be conducted regarding compliance with 
particular reliability standards. 

IRP. Integrated resource planning regulations in Kentucky require major utilities to make triennial IRP filings 
with tlie Kentucky Commission. I n  April 2005, KU and LG&E filed their 2005 joint IRP  with tlie Kentucky 
Commission. Tlie IRP provides historical and projected demand, resource and financial data, and other 
operating performance and system information. The AG and tlie KIUC were granted intervention in the IRP 
proceeding. Tlie Kentucky Commission issued its staff report with no substantive issues noted and closed the 
case by Order in  February 2006. KLJ and L.G&E will submit tlie next joint triennial filing in April 2008. 

PUHCA 2005. E.ON, KU’s ultimate parent, is a registered holding company under PUHCA 2005. EON, its 
utility subsidiaries, including KU, and certain of its non-utility subsidiaries, are subject to extensive regulation 
by the FE.RC with respect to numerous matters, including: electric utility facilities and operations, wholesale 
sales of power and related transactions, accounting practices, issuances and sales of securities, acquisitions and 
sales of utility properties, payments of dividends out of capital and surplus, financial matters and inter-system 
sales of non-power goods and services. KU believes that i t  has adequate authority (including financing 
authority) under existing FERC orders and regulations to conduct its business and will seek additional 
authorization when necessary. 

EPAct 2005. Tlie EPAct 2005 was enacted in August 2005. Among other matters, this comprehensive 
legislation contains provisions mandating improved electric reliability standards and performance; granting 
enhanced civil penalty authority to tlie FERC; providing economic and other incentives relating to transmission, 
pollution control and renewable generation assets; increasing funding for clean coal generation incentives; 
repealing tlie Public IJtility Holding Company Act of 1935; enacting PUHCA 2005 and expanding FERC 
,jurisdiction over public utility holding companies and related matters via tlie Federal Power Act and PLJHCA 
2005. 

I n  February 2006, tlie Kentucky Commission initiated an administrative proceeding to consider tlie 
requirements of tlie EPAct 2005, Subtitle E. Section 1252, Sinart Metering, which concenis time-based metering 
and demand response, and Section 1254, Interconnections. EPAct 2005 requires each state regulatory authority 
to conduct a formal investigation and issue a decision oii whether or not it is appropriate to implement certain 
Section 1252, Smart Metering standards within eighteen months after tlie enactment of EPAct 2005 and to 
cominence consideration of Section 1254, Interconnection standards within one year after tlie enactment of 
EPAct 2005. Following a public hearing with all Keiituckyjurisdictioiial electric utilities, in December 2006, 
the Kentucky Commission issued an Order i n  this proceeding indicating that tlie EPAct 2005 Section 1252, 
Smart Metering and Section 1254, Interconnection standards should not be adopted. However, all five Kentucky 
Commission jurisdictional utilities are required to file real-time pricing pilot programs for their large 
commercial and industrial customers. KIJ developed a real-time pricing pilot for large industrial and 
coinmercial customers and filed tlie details of tlie plan with the Kentucky Commission in April 2007. Data 
discovery concluded in July 2007, and no parties to the case requested a hearing. In February 2008, tlie 
Kentucky Commission issued an Order approving tlie real-time pricing pilot program proposed by KU for 
implenientation within approximately eight months,. KLI will notify tlie Kentucky Commission 10 days prior to 
tlie actual implenientation date and will file annual reports on tlie program within 90 days of each plan year-end 
for the 3-year pilot period. 



Green Energy Riders. In February 2007, KU and LG&E filed a Joint Application and Testimony for Proposed 
Green Energy Riders,. ‘The AG and KIUC were granted full intervention. In May 2007, a Kentucky Commission 
Order was issued authorizing KU to establish Small and Large Green Energy Riders, allowing customers to 
contribute funds to be used for the purchase of renewable energy credits. i 

Home Energy Assistance Program. In July 2007, KU filed an application with the Kentucky Commission for 
the establishment of a new Home Energy Assistance program. During September 2007, the Kentucky 
Commission approved KU’s new five-year program as filed, effective in October 2007, The program terminates 
in September 2012, and is funded through a $0.10 per month meter charge. 

Depreciation Study. In December 2007, KU filed a depreciation study with the Kentucky Commission 
requesting a change in the depreciation rates as required by a previous Order. An adjustment to the depreciation 
rates is dependent on an order being received by the Kentucky Commission, the timing ofwhich cannot 
currently be determined, 

Note 3 - Financial Instruments 

The cost and estimated fair values of KU’s non-trading financial instruments as of December 3 1 follow: 

2007 2006 
Carrying Fair Carrying Fair 

(in millions) 
Long-term debt (including 
current portion of$33 million) $333 $333 $360 $360 

Long-term debt from affiliate $93 1 $996 $483 $487 

All of the above valuations reflect prices quoted by exchanges except for the loans from affiliate which are fair 
valued using accepted valuation models. The fair values of cash and cash equivalents, accounts receivable, cash 
surrender value of key man life insurance, accounts payable and notes payable are substantially the same as their 
canying values. 

Interest Rate Swaps (hedging derivatives). KU has used over-the-counter interest rate swaps to hedge 
exposure to market fluctuations in certain of its debt instruments. Pursuant to Company policy, use of these 
financial instruments has been intended to mitigate risk, earnings and cash flow volatility and was not 
speculative in nature. Management had designated all of the interest rate swaps as hedge instrvmeiits. Financial 
instruments designated as fair value hedges and the underlying hedged items are periodically marked to market 
with the resulting net gains and losses recorded directly into net income Upon termination of any fair value 
hedge, the resulting gain or loss is recorded into net income. 

KU had no outstanding interest rate swap agreements at December 3 1,2007. KU was party to an interest rate 
swap agreement with a notional amount of$53 million as ofDecember 31, 2006. ‘The interest rate swap was 
terminated in February 2007, when the underlying debt was defeased. Under this swap agreement, KU paid 
variable rates based on the London Interbank Offer Rate averaging 7.44% and received fixed rates averaging 
7.92% at December 3 1,2006. The swap agreement in effect at December 3 1, 2006 had been designated as a fair 
value hedge.. The fair value designation was assigned because the underlying fixed rate debt had a firm future 
commitment. For 2007 and 2006, the effect of marking these financial instruments and the underlying debt to 
market resulted in pre-tax gains of less than $1 million recorded in interest expense. 

( 
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Interest rate swaps liedge interest rate risk on tlie underlying debt under SFAS No 133, Accoiritringfor 
Deriim/ive Iratrunien/s aiidHedging Ac/ivi/ier, as amended, in addition to swaps being marked to market, tlie 
item being hedged must also be marked to market Consequently, at December 31,2006, KU's debt reflects a 
iiarlc-to-market adjustment of less than $1 million 

Energy Risk Management Activities (non-hedging derivatives). KU conducts energy trading and risk 
management activities to maximize the value of power sales from physical assets it owns Energy trading 
activities are principally forward financial transactions to hedge price risk and are accounted for on a niarlc-to- 
market basis in accordance with SFAS No 133. as amended. 

The table below summarizes KU's energy trading and risk management activities: 

(in millions) 2007 2006 
Fair value of contracts at beginning of period, net asset $ 1  $ I  

inception during the period - 
1 

Unrealized gains and losses recognized at contract 

- Realized gains and losses recognized during the period 

Other unrealized gains and losses and changes in  fair values 

Changes in fair values attributable to changes in valuatioii 
techniques and assumptions (1) (2) 

L u 
1 __ 

Fair value of contracts at end of period, net asset 

No changes to valuation techniques for energy trading and risk management activities occurred during 2007 or 
2006. Changes in niarket pricing, interest rate and volatility assumptions were made during both years. All 
contracts outstanding at December 3 1,2007 and 2006, have a niaturity of less than one year and are valued 
using prices actively quoted for proposed or executed transactions or quoted by brokers. 

KU maintains policies intended to miniinize credit risk and revalues credit exposures daily to monitor 
compliance with those policies., At December 3 1, 2007, 100% of tlie trading and risk management commitments 
were with counterparties rated BBB-/Baa3 equivalent or better. 

KU hedges the price volatility of its forecasted electric wholesale sales with tlie sales of market-traded electric 
forward contracts for periods of less than one year. Hedge accounting treatment has not been elected for these 
transactions, and therefore gains and losses are shown i n  tlie statements of income in other income - net. No 
material pre-tax gains and losses resulted i n  2007. Pre-tax gains of $1 million resulted in 2006, 

Note 4 ~ Concentrations of Credit and Other Risk 

Credit risk represents tlie accounting loss that would be recognized at tlie reporting date if counterparties failed 
to perform as contracted. Concentrations of credit risk (whether on- or off-balance sheet) relate to groups of 
customers or counterparties that have similar economic or industry characteristics that would cause their ability 
to meet contractual obligations to be similarly affected by changes in economic or other conditions. 

KIJ's customer receivables and revenues arise from deliveries of electricity to approximately 506,000 customers 
in over 600 conimunities and adjacent suburban and rural areas in 77 counties in  central, southeastern and 
western Kentucky, to approximately 30,000 customers i n  five counties in southwestern Virginia and S 
customers in Tennessee. For the years ended December 3 1,2007 and 2006, 100% of total revenue was derived 
from electric operations, 
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Effective August 1,2006, KU and its employees represented by the IBEW Local 2100 entered into a new three- 
year collective bargaining agreement,. The new agreement provides for negotiated increases or changes to 
wages, benefits or other provisions and for annual wage re-openers. A wage re-opener was negotiated in July 
2007. KU and its employees represented by the USWA Local 9447-01 entered into a three-year collective 
bargaining agreement effective August 2005, with authorized annual wage re-openers. 'The employees 
represented by these two bargaining units comprise approximately 16% ofKU's workforce at December 3 1, 
2007,. Wage re-openers were negotiated in July 2006, and July 2007. 

Note 5 - Pension and Other Postretirement Benefit Plans 

KU has both funded and unfunded non-contributory defined benefit pension plans and other postretirement 
benefit plans that together cover substantially all of its employees. 'The healthcare plans are contributory witb 
participants' contributions adjusted annually. KU uses December 3 1 as the measurement date for its plans., 

Obligations and Funded Status. 'The following tables provide a recoilciliation of the changes in the plans' 
benefit obligations and fair value of assets ovet the two-year period ending December 3 I ,  2007, and a statement 
ofthe funded status as of December 31 for KU's sponsored defined benefit plans: 

Other Postretirement 
(in millions) 

Change in benefit obligation 
Benefit obligation at beginning of year 

Service cost 
Interest cost 
Benefits paid, net of retiIee contributions 
Actuarial gain and other 

Benefit obligation at end of year 

Change in plan assets 
Fair value of plan assets at beginning of year 

Actual return on plan assets 
Employer contributions 
Benefits paid, net of retiree conttibutions 
Administrative expenses and other 

Fair value of plan assets at end of year 

Funded status at end of year 

Pension Benefits Benefits 
2007 2006 2007 2006 - 

$ 303 $ 318 $ 88 $ 95 
6 6 2 2 

17 17 5 5 

$ (20) $ (50) S (63) $ (76) 
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Amounts Recognized in Statement of Financial Position. The following tables provide the amounts 
recognized iii the balance sheets and information for plans with benefit obligations in excess of plan assets as of 
December 3 1 : 

Other Postietirement 
(in millions) Pcnsion Benefits Benefits 

2007 2006 2007 2006 
Regulatory assets $ 37 $ 59 $ (9) $ 5 
Accrued benefit liability (non-cunent) (20) (50) (63) (76) 

Additional year-end inforination for plans with accumulated benefit obligations in excess of plan assets: 

Other Postretirement 
(in millions) Peiision Benefits Benefits 

Benefit obligation $ 284 $ 303 $ 76 $ 88 
Accumulated benefit obligation 243 258 - - 
Fair value of plan assets 264 253 13 12 

2007 2006 2007 2006 

Components of Net Periodic Benefit Cost. The following table provides the components of net periodic 
benefit cost for the plans: 

Other Postretirement 
(in millions) 

Service cost 
Interest cost 
E.xpected return on plan assets 
Amortization of prior service costs 
Amortization of actuarial loss 
Amortization of transitional obligation 
Benefit cost at end of year 

Pension Benefits 
2007 2006 

$ 6 $ 6  

Benefits 
2007 2006 

$ 2 $ 2  

- 
- I 

$ 6 $ 8  

The assumptions used in the measurement of KU’s pension benefit obligation are shown in the following table: 

Weighted-average assumptions as of December 3 1 : 
Discount rate 

2007 2006 

6.66% 5 96% 
Rate of compensation increase 5 25% 5.25% 

The discount rate is based on the November Mercer Pcnsion Discount Yield Curve, adjusted by the basis point 
change in the Moody’s Corporate Aa Bond Rate in Decembei 

37 



The assumptions used in the measurement of KU's net periodic benefit cost are shown in the following table: 

Discount rate 
Expected long-term return on plan assets 
Rate of compensation increase 

2007 2006 
5.90% 5.50% 
8.25% 8 25% 
5.25% 5.25% 

To develop the expected long-term rate ofreturn on assets assumption, KU considered the current level of 
expected returns on risk free investments (primarily government bonds), the historical level of the risk premium 
associated with the other asset classes in which the portfolio is invested and the expectations for future returns 
ofeach asset class. The expected return for each asset class was then weighted based on the target asset 
allocation to develop the expected long-term rate of return on assets assumption for the portfolio. 

The following describes the effects on pension benefits by changing the major actuarial assumptions discussed 
above: 

e A 1% change in the assumed discount rate could have an approximate $30 million positive or 
negative impact to the 2007 accumulated benefit obligation and an approximate $40 million positive 
or negative impact to the 2007 projected benefit obligation,, 
A 25 basis point change in the expected rate ofreturn on assets would have an approximate $1 
million positive or negative impact on 2007 pension expense. 

e 

Assumed Healthcare Cost Trend Rates. For measurement purposes, a 9% annual increase in  the per capita 
cost of covered healthcare benefits was assumed for 2007. 'The rate was assumed to decrease gradually to 5% by 
20 15 and remain at  that level thereafter. 

Assumed healthcare cost trend rates have a significant effect on the amounts reported for the healthcare plans. A 
1% change in assumed healthcare cost trend rates would have resulted in an increase or decrease of less than $1 
million on the 2007 total of service and interest costs components and an increase or decrease o f$4  million in 
year-end 2007 postretirement benefit obligations. 

Expected Future Benefit Payments and Medicare Subsidy Receipts. The following list provides the amount 
of expected future benefit payments, which reflect expected fiiture service and the estimated gross amount of 
Medicare subsidy receipts: 

Pension 
(in millions) FIans 
2008 $ 1 8  
2009 18 
2010 17 
201 1 17 
2012 17 
2013-17 90 

Other 
Postretirement 

Benefits 
$ 6  

7 
7 
7 
7 
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Plan Assets. The following table shows KU’s weighted-average asset allocation by asset category at December 
31: 

Pension Plans Target Ranee - 2007 2006 
Equity securities 45% - 75% 57% 61% 
Debt securities 30% - 50% 43 yo 39% 
Other 
Totals 

0% - 10% 0% 0% 
100% 

The investment policy of the pension plans was developed in conjunction with financial consultants, investment 
advisors and legal counsel. The goal of the investment policy is to preserve the capital of the fund and maximize 
investment earnings., The return objective is to exceed the benchmark return for the policy index comprised of 
the following: Russell 3000 Index, MSCI-EAFE Index, Lehnian Aggregate and L.ehman U S .  L.ong 
Govemment/Credit Bond Index in proportions equal to tlie targeted asset allocation. 

Evaluation of performance focuses on a long-term investment time horizon of at least three to five years or a 
complete market cycle. The assets of the pension plans are broadly diversified within different asset classes 
(equities, fixed income securities and cash equivalents). 

To minimize the risk of large losses in a single asset class, no more than 5% of the portfolio will be invested in 
the securities of any one issuer with the exclusion of the U.S. government and its agencies. The equity portion 
of the fund is diversified among the market’s various subsections to diversify risk, maximize returns and avoid 
undue exposure to any single economic sector, industry group or individual security. The equity subsectors 
include, but are not limited to, growth, value, sinall capitalization and interiiational. 

I n  addition, the overall fixed income portfolio may have an average weighted duration, or interest rate 
sensitivity which is within +/- 20% of the duration of the overall fixed income benchmark. Foreign bonds in the 
aggregate shall not exceed 10% of the total fund. The portfolio may include a limited investment of up to 20% 
in below investment grade securities provided that the overall average portfolio quality remains “AA” or better. 
The below investment grade securities include, but are not limited to, medium-term notes, corporate debt, non- 
dollar and emerging market debt and asset backed securities. The cash investments should be in securities that 
either are of short maturities (not to exceed 180 days) or readily marketable with modest risk. 

Derivative securities are permitted only to improve tlie portfolio’s riskheturn profile, to modify the portfolio’s 
duration or to reduce transaction costs and must be used in conjunction with underlying physical assets in  the 
portfolio. Derivative securities that involve speculation, leverage, interest rate anticipation, or any undue risk 
whatsoever are not deemed appropriate investments. 

The investment objective for the postretirement benefit plan is to provide current income consistent with 
stability of principal and liquidity while maintaining a stable net asset value ofSl.00 per share.. The 
postretirement funds are invested in a prime cash money marlcet fund that invests primarily in a portfolio of 
short-term, high-quality fixed income securities issued by banks, corporations and the U S ,  government. 

Contributions. KU made a discretionary contribution to the pension plan of $1.3 million i n  January 2007, After 
this payment, KU’s pension plan assets are in excess of tlie December 3 I ,  2007 accumulated benefit obligation. 

In addition, KIJ made contributions to other postretirement benefit plans ofS6 million and $7 million in 2007 
and 2006, respectively., In 2008, KU anticipates malting voltintary contributions to fund tlie Voluntary 
Employee Beneficiary Association tiusts to match the annual postretirement expense and funding the 40 l(11) 

plan up to the maximum amount allowed by law. 
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Pension Legislation. ‘The Pension Protection Act of2006 was enacted in August 2006. The new rules are 
generally effective for plan years beginning after 2008, Among other matters, this comprehensive legislation 
contains provisions applicable to defined benefit plans which generally (i) mandate 100% funding of currei 
liabilities within seven years; (ii) increase tax-deduction levels regarding contributions; (iii) revise certain 
actuarial assumptions, such as mortality tables and discount rates; and (iv) raise federal insurance premiums and 
other fees for under-funded and distressed plans. ‘The legislation also contains similar provisions relating to 
defined-contribution plans and qualified and non-qualified executive pension plans and other matters,. 

Thrift Savings Plans. KU has a thrift savings plan under section 401(k) ofthe Internal Revenue Code. Under the 
plan, eligible employees may defer and contribute to the plan a portion of current compensation in order to provide 
fitture retirement benefits. KU makes contributions to the plan by matching a poItion of’ the employee contributions,. 
The costs ofthis matching were $2 million for 2007 and 2006. 

Note 6 - Income Taxes 

A United States consolidated income tax return is filed by E.ON U.S.’s direct parent, E.ON US Investments 
Corp,., for each tax period. Each subsidiary of the consolidated tax group, including KU, will calculate its 
separate income tax for the tax period. The resulting separate-return tax cost or benefit will be paid to or 
received from the parent company or its designee. KU also files income tax returns in various state jurisdictions,. 
With few exceptions, KU is no longer subject to U,.S. federal income tax examinations for years before 2004. 
Statutes of limitations related to 2004 and later returns are still open,. Tax years 2005,2006 and 2007 are under 
audit by the IRS with the 2007 return being examined under an IRS pilot program named “Compliance 
Assurance Process”. This program accelerates the IRS’s review to the actual calendar year applicable to the 
return and ends 90 days after the return is filed. 

KU adopted the provisions of FIN 48 effective January 1,2007. At the date of adoption, KU had less than $1 
million of‘uiuecognized tax benefits, primarily related to federal income taxes. Ifrecognized, the less than $1 
million of unrecognized tax benefits would reduce the effective income tax rate,. Additions and reductions of 
uncertain tax positions during 2007 were less than $ I  million 

Possible amounts of uncertain tax positions for KU that may decrease within the next 12 months total less than 
$1 million and are based on the expiration of statutes during 2008. 

KU, upon adoption of FIN 48, adopted a new financial statement classification for interest and penalties. Prior 
to the adoption of FIN 48, KU iecorded interest and penalties for income taxes on the income statements in 
income tax expense and in the taxes accrued balance sheet account, net of tax. Upon adoption of FIN 48, 
interest is recorded as interest expense and penalties are recorded as operating expenses on the income 
statement and accrued expenses in the balance sheets, on a pre-tax basis. Interest of less than $1 million was 
accrued for 2007 and 2006 based on IRS and Kentucky Department of Revenue large corporate interest rates for 
underpayment oftaxes. No penalties were accrued by KU upon adoption of FIN 48 or through December 3 1, 
2007,. 

i 
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Components of income tax expense are shown in the table below: 

(in millions) 
Current - federal 

- state 
Deferred - federal - net 

- state - net 
lnvestinent tax credit - deferred 
Amortization of investment tax credit 
Total income tax expense 

Current federal income tax exuense decreased art nvesttnent tax credit - 

2006 
s 51 

11 

1 
12 

. 

-4.) 
$14 

ferred increased primarily 
due to the recording of investment tax credits of $43 million and $12 million at December 3 1, 2007 and 
2006, respectively, as discussed below. 

In June 2006, KU and L.G&E. filed ajoint application with the U.S. Department of Energy (“DOE”) 
requesting certification to be eligible for investment tax credits applicable to the construction of TC2. 
The EPAct 2005 added Section 48A to the Internal Revenue Code, which provides for an investment tax 
credit to promote the commercialization of advanced coal technologies that will generate electricity in 
an environmentally responsible manner. KU’s and LG&E’s application requested up to the maximum 
amount of “advanced coal project” credit allowed per taxpayer, or $125 million, based on an estimate of 
15% of projected qualifying TC2 expenditures, In November 2006, the DOE and the IRS announced 
that KU and LG&E. were selected to receive the tax credit. A final IRS certification required to obtain 
the investment tax credit was received in August 2007. KU’s portion of the TC2 tax credit will be 
approximately $100 million over the construction period and will be amortized to income over the life of 
:he related property beginning when the facility is placed in service. Based on eligible construction 
expenditures incurred, KU recorded investment tax credits of $43 million and $12 million in 2007 and 
2006, respectively, decreasing current federal income taxes. 

In September 2007, KU received Order 2007-001 78 from the Kentucky Commission approving the accounting 
of the investment tax credit. I n  March 2008, certain groups filed suit in federal court in North Carolina against 
the DOE and IRS claiming the investment tax credit program was violative of certain environmental laws and 
demanded relief, including suspension or termination of the program. KU is not able to predict the ultimate 
outcome of titis proceeding. 
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Components of net deferred tax liabilities included in the balance sheets are shown below: 

(in millions) - 2007 - 2006 
Deferred tax liabilities: 
Depreciation and other plant-related items $292 $291 

37 
Total deferred tax liabilities 332 - 328 
Regulatory assets and other 40 - 

Deferred tax assets: 
Income taxes due to customers 
Pensions and related benefits 
Liabilities and other 
Total deferred tax assets 

9 10 
17 11 
23 - 23 
49 44 

Net deferred income tax liability &?& $a 
Balance sheet classification 

Current assets 
Non-current liabilities 

Net deferred income tax liability 

A reconciliation of differences between the statutory US, .  federal income tax rate and KU’s effective income 
tax rate follows: 

Statutory federal income tax rate 
State income taxes, net of federal benefit 
Reduction of income tax accruals 
Qualified production deduction 
EEI dividend 
Amortization of investment tax credit 
Other differences 
Effective income tax rate 

2007 2006 
35..0% 35.0% 

The EEI dividend for 2007 and 2006 reflects tax benefits associated with the receipt of dividends from KU’s 
investment in EEl. Subsequent to an EEI management decision regarding changes in the distribution of EEI’s 
previous earnings, KU elected to provide deferred taxes for all book and tax temporary differences in this 
investment. 

Other differences primarily relate to excess deferred taxes which reflect the benefits of deferred taxes reversing 
at tax rates that differ from statutory rates and various other pemianent differences. 

H. R,. 4520, known as the “American Jobs Creation Act of2004”, allows electric utilities to take a deduction for 
qualified production activities income starting in 2005. 

Kentucky House Bill 272, also known as “Kentucky’s Tax Modernization Plan”, was signed into law in March 
2005. This bill contains a number of changes in Kentucky’s tax system, including the reduction of the Corporatp 
income tax rate from 8.25% to 7% effective January I ,  2005, and a further reduction to 6% effective January 1 1  
200’7. As a result ofthe income tax rate changes, KU’s deferred tax reserve amount will exceed its actual 
deferred tax liability attributable to existing temporary differences, since the new statutory rates are lower than 
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rates when the deferred tax liability originated, In December 2006, KU received approval from the Kentucky 
Commission to establish and amortize a regulatory liability o f $ l I  million for these net excess deferred income 
tax balances., KU will amortize these depreciation-related excess defemd income tax balances under the 
iverage rate assumption method which matches the amortization of the excess deferred income taxes with the 
life of the timing differences to which they relate, Excess deferred income tax balances related to non- 
depreciation timing differences were expensed in 2006 due to their immaterial amount. There were 110 
additional adjustments in 2007,. 

KLJ expects to have adequate levels of taxable income to realize its recorded deferred tax assets 

Note 7 - Long-Term Debt 

As of December $1,2007 and 2006, long-term debt and the current portion of long-term debt consist priinarily 
of pollution control bonds and long-term loans from affiliated companies as summarized below 

Stated Principal 
(in millions) Interest Rates Maturities Amounts 

Noncurrent portion Variable - 6.33% 20 10-2037 $1,231 
Outstanding at December 31,2007: 

Current portion Variable 2032 $ 33 

Outstanding at December .3 1,2006: 
Noncurrent portion Variable - 6.33% 2010-2036 $ 702 
Current portion Variable - 7,,92% 2007-2032 $ 141 

?ollution control series bonds are obligations of KU issued in  connection with tax-exempt pollution control 
revenue bonds issued by various governmental entities, principally counties in Kentucky. A loan agreement 
obligates KLJ to inake debt service payments to the county that equate to the debt service due from the county 
on the related pollution control revenue bonds. Until a series of financing transactions was completed during 
February 2007, the county’s debt was also secured by an equal amount of KU’s first mortgage bonds that were 
pledged to the trustee for the pollulion control revenue bonds that match the terms and conditions of the 
county’s debt, but require no payment of principal and interest unless KU defaults on the loan agreement. 
Proceeds from bond issuances for environmental equipment (primarily related to the installation of FGDs) are held 
in trust pending expenditure for qualifying assets. At December 3 I ,  2007, and 2006, KU had $1 1 million and $23 
million, respectively, of bond proceeds in  trust, included in  restricted cash in the balance sheets. 

Several of the KU pollution control bonds are insured by monoline bond insurers whose ratings have been 
under pressure due to exposures relating to insurance of sub-prime mortgages. At December 3 1,2007, KU liad 
an aggregate $333 inillion of outstanding pollution control indebtedness, of which $300 inillion is in the forin of 
insured auction rate securities wherein interest rates are reset either weekly or every 35 days via an auction 
process. Beginning in late 2007, the interest rates on these insured bonds began to increase due to investor 
concerns about the creditworthiness of the bond insurers. I n  2008, interest rates have continued to increase, and 
the Company has experienced “failed auctions” when there are insufficient bids for the bonds. When there is a 
failed auction, the interest rate is set pursuant to a formula stipulated in the indenture which can be as high as 
15%. During 2007, the average rate 011 the auction rate bonds was 3.96%, whereas the average rate i n  .January 
and February of2008 was 4.72%. The instrurnents governing these auction rate bonds permit KU to convert the 
bonds to other interest rate modes, such as various short-term variable rates, long-term fixed rates or 
intermediate-term fixed rates that are reset infrequently. In the first quarter of2008, the ratings of the Carroll 
County 2004 Series A bonds were downgraded froin AAA to AA and subsequently to A by S&P and from Aaa 
to A2 by Moody’s, and the Carroll County 2006 Series C bonds were downgraded from Aaa to A2 by Moody’s 
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and from AAA to A- by S&P due to downgrades of the bond insurer. In February 2008, KU issued a notice to 
bondholders of its intention to convert the Carroll County 2007 Series A bonds and the Trimble County 2007 
Series A bonds from the auction rate mode to a fixed interest rate mode, as permitted under the loan documents. 
In March 2008, KU will issue notices to bondholdeis of its intention to convert the Carroll County 2006 Series, 
C bonds and the Mercer County 2000 Series A bonds from the auction mode to a weekly interest rate mode, as 
permitted under the loan documents. KU expects to purchase such bonds and hold some or all such bonds until 
a later date, including potential firther conversion, remarketings or refinancings. Uncertainty in markets relating 
to auction rate securities or steps KU has taken or may take to mitigate such uncertainty, such as additional 
conversions, subsequent restructurings or redemptions and refinancings, could result in KU incurring increased 
interest expense, transaction expenses or other costs and fees or experiencing reduced liquidity relating to 
existing or f h r e  pollution control financing structures. See Note 13, Subsequent Events. 

All of KU’s first mortgage bonds were released and terminated in February 2007. Only the tax-exempt pollution 
control revenue bonds issued by the counties remain,. Under the provisions for certain of KU’s variable-rate 
pollution control bonds, the bonds are subject to tender for purchase at the option of the holder and to 
mandatory tender for purchase upon the occurrence of certain events, causing the bonds to be classified as 
current portion of long-term debt in the balance sheets. The average annualized interest rate for these bonds 
during 2007 and 2006 was 3.72% and 3,.56%, respectively. 

At December 3 1,2006, KU had an interest rate swap used to hedge KU’s underlying debt obligations. ‘The swap 
hedged specific debt issuances and, consistent with management’s designation, was accorded hedge accounting 
treatment. ‘The swap effectively converted the fixed rate obligation on KU’s first mortgage bond Series P to 
variable-rate. At December 31,2006, the remaining swap had a notional value of$S3 million.. The swap was 
terminated in February 2007, when the underlying bond was defeased. See Note 3, Financial Instruments. 

Redemptions and maturities of long-term debt for 2007 and 2006 are summarized below: 

($ in millions) Principal Securedl 
Year Description Amount __ Rate Unsecured Maturity 
2007 Pollution control bonds $ 54 Variable Secured 2024 
2007 First mortgage bonds $ 54 7,92% Secured 2007 
2006 First mortgage bonds $ 36 5..99% Secured 2006 
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Issuances of long-term debt for 2007 and 2006 are summarized below: 

($ in  millions) 
Year Description 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2006 Pollution control bonds 
2006 Pollution control bonds 
2006 Due to Fidelia 
2006 Due to Fidelia 

Principal 
Amount 

$ 54 
$ 18 
$ 9  
$ 5.3 
$ 75 
$ 50 
$100 
$ 70 
$100 
$ 17 
$ 17 
$ 50 
$ 50 

- Rate 
Variable 
Variable 
Variable 

5.69% 
5.86% 
5.98% 
596% 
5.71% 
5.45% 

Variable 
Variable 
5.675% 
6.33% 

Secured/ 
Unsecured 
Unsecured 
Unsecured 
IJnsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
IJnsecured 
Unsecuied 
Unsecured 

Maturity 
20.34 
2026 
2037 
2022 
2037 
2017 
2028 
2019 
2014 
20.36 
2036 
2016 
20.36 

In February 2007, KU completed a series of financial transactions impacting its periodic reporting requirements 
The $54 million Pollution Control Series 10 bond was refinanced and replaced with a new unsecured tax- 
exempt bond of the same amount maturing in 2034. The $53 million Series P bond was defeased and replaced 
with an intercompany loan totaling $53 million from Fidelia. In conjunction with the defeasance, the Company 
tenninated the related interest rate swap. Fidelia also agreed to eliminate the second lien on its two secured 
loans. Pursuant to the terms of the remaining tax-exempt bonds, the first mortgage bonds were cancelled and the 
underlying lien on substantially all of KU’s assets was released following the completion of these steps. KU no 
longer has any secured debt and is no longer subject to periodic reporting under the Securities Exchange Act of 
1934. 

Long-term debt maturities for KCI are shown in the following table: 

(in millions) 
2008 - 2009 $ -  
2010 3 3 
201 1 
2012 50 
Thereafter 1,181 (a) 
Total w 

(a) Includes long-temi debt of$33 million classified as current liabilities because these bonds ale subject to 
tender for purchase at  the option of the holder and to mandatory tender for purchase upon the occurrcnce of 
certain events. These bonds mature in  20.32, KU does not expect to pay these amounts in 2008. 
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Note 8 - Notes Payable and Other Short-Term Obligations 

KU participates in an intercompany money pool agreement wherein E.ON U.S. andor  LG&E make funds 
available to KU at market-based rates (based on an index of highly rated commercial papex’ issues) up to $400 ~ 

million. 
Balance Average Total Money Amount 

($ in millions) 
December 3 I ,  2007 

Pool Availagle Outstanding Available Interest Rate 
$400 $23 $377 4.75% 

December 3 1,2006 $400 $97 $303 5.25% 

As of December 3 I ,  2007 and 2006, E.ON U.S. maintained a revolving credit facility totaling $150 million and 
$200 million, respectively, with an affiliated company, E O N  North America, Inc., to ensure funding 
availability for the money pool,. The balance is as follows: 

Total Amount Balance Average 
($ in millions) Available Outstanding Available Interest Rate 
December 3 I ,  2007 $150 $ 62 $88 4,97% 
December 3 I ,  2006 $200 $102 $98 5 49% 

During June 2007, KU entered into a short-term bilateral line of credit totaling $35 million. During the third 
quarter of2007, KU extended the maturity date on this facility to June 2012. There was no outstanding balance 
under this facility at December 31,2007. 

The covenants under this revolving line of credit include: 
* 
e 
* 

0 

.The debthotal capitalization ratio must be less than ‘70% 
E.ON must own at least 66.667% ofvoting stock of KU directly or indirectly 
The corporate credit rating of the Company must be at or above BBB- and Baa3 as determined by 
S&P and Moody’s 
A limitation on disposing of assets aggregating more than 15% of total assets as of December 3 1, 
2006 

Note 9 - Commitments and Contingencies 

Operating Leases. KU leases office space, office equipment and vehicles and accounts for these leases as 
operating leases. In addition, KU reimburses LG&E for a portion ofthe lease expense paid by LG&E for KU’s 
usage of office space leased by LG&E. Total lease expense was $G million for 2007 and 2006,. The future 
minimum annual lease payments for operating leases for years subsequent to December 3 1,2007, are shown in the 
following table: 

(in millions) 
2008 
2009 
2010 
201 1 
2012 
Thereafter 
‘Total 

$ 6  
5 
3 
2 
2 
4 - 

$22 
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Owensboro Contract Litigation. I n  May 2004, tlie City of Owensboro, Kentucky and OMU coinnienced a suit 
now removed to tlie 1J.S. District Court for, tlie Western District of Kentucky, against KU concerning a long- 
temi power supply contract (tlie “OMU Agreement”) with KU, Tlie dispute involves interpretational differences 
xgarding issues under tlie OMU Agreement, including various payments or charges between KU and OMU and 
rights concerning excess power, termination and emissions allowances. Tlie complaint seeks in excess of $6 
million in damages in connection with one of its claims for periods prior to 2004, plus damages i n  an 
unspecified amount for later-occurring periods on that claim and for other claims. OMU has additionally 
requested injunctive and otlier relief, including a declaration that KU is in material breach of the contract, KU 
lias filed an answer in that court denying the OMU claims and presenting counterclaims and amended such 
filing in January 2007, to include further counterclaims alleging additional damages. During 2005, tlie FERC 
declined KU’s application to exercise exclusive jurisdiction on niatters In July 2005, tlie district court resolved 
a suniinary judgment motion made by KIJ in OMU’s favor, ruling that a contractual provision grants OMU tlie 
ability to terniinate tlie contract without cause upon four years’ prior notice, for which ruling KU retains certain 
rights to appeal. A motion to reconsider that ruling is presently pending before tlie Court. Tlie parties are 
continuing various discovery proceedings, as well as settleinent negotiations, A trial date lias beeii set for 
October 2008, I n  May 2006, OMU issued a notification of its intent to terminate tlie OMU agreement contract 
in May 2010, without cause, absent any earlier relief which may be perniitted by tlie proceeding, Tlie Company 
is currently unable to determine tlie final outcome of this matter 

Sale and Leaseback Transaction. KU is a participant in  a sale and leaseback transaction involving its 62% 
interest in two jointly owned CTs at KU’s E.W. Brown generating station (Units 6 and 7). Commencing in 
December 1999, KU and L,G&E entered into a tax-efficient, 18-year lease of tlie CTs., KU and LG&E have 
provided funds to fully defease tlie lease, and liave executed an irrevocable notice to exercise an early purchase 
option contained in tlie lease after 15.5 years., Tlie financial statement treatment of this transaction is no 
different than if KU liad retained its ownership., Tlie leasing transaction was entered into following receipt of 
required state and federal regulatory approvals. 

In case of default under tlie lease, KU is obligated to pay to the lessor its s l i m  of certain fees or amounts. 
Primary events of default include loss or destruction of the CTs, failure to insure or maintain tlie CTs and 
unwinding of tlie transaction due to governmental actions. No events of default currently exist with respect to 
tlie lease. Upon any termination of tlie lease, whether by default or expiration of its tenn, title to the CTs reverts 
jointly to KlJ and LG&E. 

At December 3 1, 2007, tlie maximum aggregate aniount of default fees or amounts was $10 million, of which 
KlJ would be responsible for 62% (approximately $6 million). KU lias made arrangements with E.ON US., via 
guarantee and r,egulatory commitment, for E.ON U S .  to pay KU’s full portion of‘ any default fees or amounts,. 

Letter of Credit. KU lias provided a letter of credit totaling less than $1 inillion to support certain obligations 
related to workers’ compensation. 

Purcliased Power. K U  lias purchased power arrangements with OMU and OVEC. Under the OMU agreement, 
which could last tlirougli January I ,  2020, K.U purchases all of the output of an approxiinately 400-Mw coal- 
fired generating station not required by OMU. Tlie amount of purchased power available to KU during 2008- 
2010, wliicli is expected to be approximately 6% of Kll’s total Kwh native load energy requirements, is 
dependent upon a number offactors including tlie OMU units’ availability, maintenance schedules, fuel costs 
and OMlI requir,ements, Payments are based on tlie total costs of the station allocated per terms of tlie OMIJ 
agreement., Included in tlie total costs is KU’s proportionate sliare of debt service requirements on $246 million 
ofOMU bonds outstanding at December .3 1,2007 Tlie debt service is allocated to Kll based on its annual 
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allocated share of capacity, which averaged approximately 39% in 2007. KU does not guarantee tlie OMU 
bonds, or any requirements therein, in the event of default by OMU. 

KU has a contract for purchased power with OVEC, terminating in 2026, for various Mw capacities. KU has an, 
investment of2.5% ownership in OVEC's comnion stock, which is accounted for on the cost method of 
accounting. KU's share of OVEC's output is 2.5%, approximately 55 Mw of generation capacity. Future 
obligations for power purchases are shown in tlie following table: 

(in millions) 
2008 $ 23 
2009 25 
2010 16 
201 1 8 
2012 9 
'Thereafter - 143 
Total 

Construction Program. KU had approximately $392 million of'commitnients in connection with its construction 
program at December 3 1, 2007. 

In June 2006, KU and LG&E entered into a construction contract regarding tlie 'TC2 project. The contract is 
generally in the form o fa  lump-sum, turnkey agreement for tlie design, engineering, procurement, construction, 
commissioning, testing and delivery of the project, according to designated specifications, terms and conditions. 
'rhe contract price and its components are subject to a number of potential adjustments which may serve to 
increase or decrease the ultimate construction price paid or payable to the contractor. The contract also contains 
standard representations, covenants, indemnities, termination and otlier provisions for arrangements of this type 
including termination for convenience or for cause rights,, 

TC2 Air Permit. Tlie Sierra Club and other environmental groups filed a petition challenging the air permit 
issued for the 'IC2 baseload generating unit which was issued by the Kentucky Division of Air Quality in 
November 2005,. Tlie filing of  the challenge did not stay the permit, so the Company was fiee to proceed with 
construction during tlie pendancy ofthe action. In  June 2007, the state hearing officer assigned to the matter 
recommended upholding tlie air permit with minor revisions. In September 2007, tlie Secretary of tlie Kentucky 
Environmental and Public Protection Cabinet issued a final Order approving the hearing officer's recommenda- 
tion and upholding tlie permit. In September 2007, KU administratively applied for a permit revision to reflect 
minor design changes. In October 2007, the environmental groups submitted comments objecting to tlie draft 
permit revisions and, in part, attempting to reassert general objections to tlie generating unit. An agency 
decision on the final permit revisions may occur during 2008. Tlie Company is currently unable to determine 
the final outcome of this matter. 

Mine Safety Compliance Costs. In March 2006, the Mine Safety and Health Administration enacted 
Emergency Temporary Standards regulations and has issued additional regulations as tlie result of the passage 
of tlie Mine Improvement and New Emergency Response Act of 2006, which was signed into law in June 2006. 
At tlie state level, Kentucky and other states that supply coal to KU, have passed new mine safety legislation. 
These pieces of legislation require all underground coal mines to implement new safety measures and install 
new safety equipment. Under the terms of some oftlie coal contracts KU has in place, provisions are made to 
allow for price adjustments for compliance costs resulting from new or amended laws or regulations. KIJ has 

I begun to receive information from the mines it contracts with regarding price adjustments related to these 
compliance costs and has h i e d  a consultant to review all supplier claims for validity and reasonableness. At this 
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time KU lias not been notified of claims by all mines and is reviewing those claims i t  lias received. An 
adjustment will be made to tlie value oftlie coal inventory once tlie amount is determinable, however, tlie 
amount cannot be estimated at this time. The Company expects to recover these costs tlirougli tlie FAC, 

Environmental Matters. KU’s operations are subject to a nuniber of environniental laws and regulations in each 
of tlie jurisdictions in wliicli it operates, governing, among other things, air emissions, wastewater discharges, the 
use, handling and disposal of hazardous substances and wastes, soil and groundwater contamination and employee 
health and safety. 

Cleat7 Air Ac/ Reqztiremeii/,s, Tlie Clean Air Act establishes a comprehensive set of programs aimed at 
protecting and improving air quality i n  the United States by, among other things, controlling stationary sources 
of air emissions such as power plants. Wliile tlie general regulatory framework for these programs is established 
at tlie federal level, most of the programs arc implemented and administered by the states under tlie oversight of 
tlie EPA. Tlie l e y  Clean Air Act programs relevant to KU’s business operations are described below. 

.Aud>ien/ Air Qzm/i/lj., The Clean Air Act requires tlie EPA to periodically review tlie available scientific data for 
six criteria pollutants and establish concentration levels i n  tlie ambient air sufficient to protect tlie public health 
and welfare with an extra margin for safety. These concentration levels arc laiown as national ambient air 
quality standards (“NAAQS’)). Each state must identify “nonattainment areas” within its boundaries tliat fail to 
comply with the NAAQS and develop a SIP to bring such nonattainment areas into compliance. If  a state fails 
to develop an adequate plan, tlie EPA must develop and implement a plan. As the EPA increases tlie stringency 
of tlie NAAQS through its periodic reviews, the attainment status of various arcas may change, thereby 
triggering additional eiiiission reduction obligations under revised SIPS aimed to achieve attainment. 

In 1997, the EPA established new NAAQS for ozone and fine particulates tliat required additional reductions i n  
;O? and NOx emissions from power plants. In 1998, tlie EPA issued its final “NOx SIP Call” rule requiring 
reductions i n  NOx emissions of approximately 85% from 1990 levels in order to mitigate ozone transport from 
tlie midwestern U ,S. to tlie northeastern U.S. To implement the new federal requirements, Kentucky amended 
its SIP in 2002 to require electric generating units to reduce their NOx emissions to 0.15 pounds weight per 
MMBhi on a company-wide basis. In 2005, tlie EPA issued tlie CAIR which requires additional SO? emission 
reductions of 70% and NOx emission reductions of 65% from 200.3 levels. Tlie CAIR provides for a two-phase 
cap and trade program, with initial reductions of NOx and SO? emissions due by 2009 and 2010, respectively, 
and final reductions due by 2015. Tlie final rule is currently under cliallenge in a number of federal court 
proceedings. In 2006, Kentucky proposed to amend its SIP to adopt state requirements similar to those under 
the federal CAIR. Depending on tlie level of action determined necessary to bring local nonattainment areas 
into compliance with tlie new ozone and fine particulate standards, KU’s power plants are potentially subject to 
additional reductions in SOz and NOx emissions., KU’s weighted-average company-wide emission rate for SO? 
in 2007 was approximately L3.3 Ibs /MMBtu of lieat input, with every generating unit below its emission limit 
established by tlie Kentucky Division for Air Quality. 

Hmtrrdorrs Air Po//zrinit/,s. As provided i n  tlie 1990 amendments to the Clean Air Act, tlie EPA investigated 
hazardous air pollutant emissions from electric utilities and submitted a report to Congress identifying mercury 
emissions from coal-fired power plants as warranting further study. I n  2005, tlie EPA issued tlie CAMR 
cstablisliing mercury standards for new power plants and requiring all states to issue new SIPS including 
inercury requirements for existing power plants. The EPA issued a model rule which provides for a two-phase 
cap and trade program with initial reductions due by 2010 and final reductions due by 2018. Tlie CAMR 
irovides for reductions of 70% from 2003 levels. Tlie EPA closely integrated tlie CAMR and CAIR program 
to ensure that the 2010 nicrcury reduction targets will be achieved as a “co-benefit’’ of the controls installed for 
purposes of compliance with tlie CAIR. Tlie final rule is also currently under challcnge in the federal courts. I n  
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February 2008, a federal appellate court issued a decision in one ofthe proceedings vacating the current 
CAMR, an outcome that may have the effect ofresulting in more stringent mercury reduction rules,. However, 
the ruling could be subject to further appeal. I n  2006, Kentucky proposed to amend its SIP to adopt state 
requirements similar to those under the federal CAMR. In 2006, the Kentucky air agency adopted a regulation 
aimed at regulating additional hazardous air pollutants from sources including power plants, but i t  was 
withdrawn in 2007. To the extent those rules are final, they are not expected to have a material impact on KU’s 
power plant operations. 

AcidRoiii Progrnrn The 1990 amendments to the Clean Air Act imposed a two-phased cap and trade program 
to reduce SO2 emissions from power plants that were thought to contribute to “acid rain” conditions in the 
northeastern U,.S. The 1990 amendments also contained requirements for power plants to reduce NOx emissions 
through the use of available combustion controls. 

Xegioiid Hnze The Clean Air Act also includes visibility goals for certain federally designated areas, including 
national parks, and requires states to submit SIPS that will demonstrate reasonable progress toward preventing 
future impairment and remedying any existing impairment of visibility in those areas. In 2005, the EPA issued 
its Clean Air Visibility Rule detailing how the Clean Air Act’s BART requirements will be applied to facilities, 
including power plants, built between 1962 and 1974 that emit certain levels of visibility impairing pollutants. 
Under the final rule, as the CAIR will result in more visibility improvement than BART, states are allowed to 
substitute CAIR requirements in their regional haze SIPS in lieu of controls that would otherwise be required by 
BART, ‘The final rule has been challenged in the courts. 

Iris/a//n/ioti q/Po/hr/ioii Cori/r-o/s. Many of the programs under the Clean Air Act utilize cap and trade 
mechanisms that require a company to hold sufficient emissions allowances to cover its authorized emissions on 
a company-wide basis and do not require installation of pollution controls on every generating unit. Under cap 
and trade programs, companies are free to focus their pollution control efforts on plants where such controls are 
particularly efficient and utilize the resulting emission allowances for smaller plants where such controls are not 
cost effective. KU met its Phase I SO? requirements primarily through installation of FGD equipinent on Ghent 
Unit I .  KU’s combined strategy for its Phase 11 SO? requirements, which commenced in 2000, includes the 
installation of additional FGD equipment, as well as using accumulated emissions allowances and fuel 
switching to defer certain additional capital expenditures,. In order to achieve the NOx eniission reductions and 
associated obligations, KU installed additional NOx controls, including SCR technology, during the 2000 to 
2007 time period at a cost of$220 million. In 2001, tlie Kentucky Conirnission granted approval to recover the 
costs incurred by KU for these projects through the environmental surcharge mechanism. Such monthly 
recovery is subject to periodic review by tlie Kentucky Commission. 

I n  order to achieve tlie emissions reductions mandated by the CAIR and CAMR, KU expects to incur additional 
capital expenditures totaling approximately $675 million during the 2008 through 2010 tinie period for 
pollution controls including FGD and SCR equipment, and additional operating and maintenance costs i n  
operating such controls. In 2005, the Kentucky Coinmission granted approval to recover tlie costs incurred by 
KU for these projects through the ECR mechanism. Such monthly recoveiy is subject to periodic review by the 
Kentucky Commission. KU believes its costs in  reducing SO?, NOx and mercury emissions to be comparable to 
those of similarly situated utilities with like generation assets. KU’s compliance plans are subject to many 
factors including developments in the emission allowance and fuels markets, future legislative and regulatory 
enactments, legal proceedings and advances in clean air technology. KU will continue to monitor these 
developinelits to ensure that its environmental obligations are met in tlie most efficient and cost-effective 
manner. 
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Po/erztio/ GHG Cor7lro1.s. In 2005, tlie Kyoto Protocol for reducing GHG emissions took effect, obligating .37 
industrialized countries to undertalte substantial reductions in GHG emissions. The U.S. lias not ratified the 
Kyoto Protocol and there are currently no mandatory GHG emission reduction requirements at the federal level. 
xgislation mandating GHG reductions lias been introduced i n  the Congress, but no federal legislation has been 
enacted to date. In the absence of a program at tlie federal level, various states have adopted their own GHG 
emission reduction programs. Such programs have been adopted in various states including 1 1 northeasterii 
U S .  states and tlie District of Columbia under tlie Regional GHG Initiative program and California. Substantial 
efforts to pass federal GHG legislation are ongoing. In addition, litigation is currently pending before various 
courts to determine whether tlie EPA and the states have the authority to regulate GHG emissions under existing 
law. In April 2007, the U S  Supreme Court ruled that tlie EPA has tlie authority to regulate GHG under the 
Clean Air Act. ICU is monitoring ongoing efforts to enact GHG reduction requirements at the state and federal 
level and is assessing potential impacts of such programs and strategies to mitigate those impacts. K U  is unable 
to predict whether mandatory GHG reduction requirements will ultimately be enacted, As a Company with 
significant coal-fired generating assets, KU could be substantially impacted by programs requiring mandatory 
reductions in GHG emissions, altliougli the precise impact on tlie operations of KU, including tlie reduction 
targets and deadlines that would be applicable, cannot be determined prior to the enactment of such programs. 

B1.01.1’17 New Source Review Litigcrfiorz In April 2006, the EPA issued an NOV alleging that KU had violated 
certain provisions of tlie Clean Air Act’s new source review rules relating to work performed in 1997, 011 a 
boiler and turbine at KU’s E.W, Brown generating station. I n  December 2006, the EPA issued a second NOV 
alleging tlie Conipany bad exceeded beat input values in violation of the air permit for the unit. During 2006, 
KU provided data responses to the E.PA with respect to the allegations in the NOVs., In March 2007, the 
Department of.Justice filed a coniplaint in federal court in  Kentucky alleging the same violations specified in 
the prior NOVs. The complaint seeks civil penalties, including potential per-day fines, remedial ineasures and 
injunctive relief: In April 2007, KU filed an answer i n  the civil suit denying tlie allegations. In July 2007, a July 
LOO9 date for trial on tlie merits was scheduled. Tlie parties continue periodic settlement discussions and a $2 
million accrual has been recorded based on the current status of those discussions, however, KU cannot 
deterniine the overall outcome or potential effects of these matters, including whether substantial fines, 
penalties or remedial construction may result, 

Sectiorz 114 Reqzmt.?. In August 2007, tlie EPA issued administrative information requests under Section 114 of 
the Clean Air Act requesting new source review-related data regarding certain construction and maintenance 
activities at LG&E’s Mill Creek 4 and Trinible County 1 generating units and KIJ’s Glient 2 generating unit. 
Tlie Companies are complying with the information requests and are not able to predict further proceedings in 
this matter at this time. 

Client Opo~ilji NOV In September 2007, the EPA issued an NOV alleging that KU liad violated certain 
provisions of the Clean Air Act’s operating rules relating to opacity during June and July of2007 at Units I and 
3 of KU’s Glient generating station. Tlie parties have commenced initial discussions on this matter. KU is not 
able to estimate the outcome or potential effects of tliese niatters, including whether substantial fines, penalties 
or remedial construction may result. 

Gerierol Eitvirorinte/z/n/ Proceedings KU has recently settled certain environmental matters. During 2005 and 
2006, final judicial and administrative approvals were received regarding a consent decree relating to the 
October 1999 leak of approximately 38,000 gallons of diesel fuel (of which 34,000 gallons were recovered) 
koni an underground pipeline at KU’s E..W. Brown Station Under tlie terms oftlie settleiiient, KIJ paid a civil 
penalty in  2006 and lias agreed to construct a supplemental environniental project and maintain the project for 
ten years, each at a cost of less than $1 million. During 2006, final ,judicial and administrative approvals were 
received regarding a settlenient associated with a former transformer scrap-yard which liad been the subject of 
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April 2002 correspondence to KU and other potentially responsible parties. Under the terms of the settlement, 
the parties bore aggregate cleanup costs of approxirriately $2 million, of which KU’s share was less than $1 
million, which was paid in December 2006 

From time to time, KU appears before the EPA, various state or local regulatory agencies and state and federal 
courts regarding matters involving compliance with applicable environmental laws and regulations. Such 
matters include liability under the Comprehensive Environmental Response, Compensation and Liability Act 
for cleanup at various off-site waste sites and ongoing claims regarding GHG emissions from KU’s generating 
stations,. Based on analysis to date, the resolution of such matters is not expected to have a material impact on 
the operations of KU. 

Note 10 -Jointly Owned Electric Utility Plant 

KU and LG&E have begun construction of TC2, a jointly owned unit at the Trimble County site. KU 
and LG&E own undivided 60.75% and 14.25% interests, respectively, in TC2. Of the remaining 25% of 
TC2, Illinois Municipal Electric Agency (“IMEA”) owns a 12.12% undivided interest and Indiana 
Municipal Power Agency (“IMPA”) owns a 12.88% undivided interest. Each company is responsible for 
its proportionate share of capital cost during construction, and fuel, operation and maintenance cost 
when TC2 begins operation, which is expected to occur in 2010. 

TC2 
LG&E KU IMPA IMEA Total 

Ownership interest 14.25% 60.75% 12 88% 12.12% 100% 
MW capacity 107 455 97 91 750 

(in millions) LG&E KU 
Construction work in progress $74 $332 

KU and LG&E jointly own the following C7s and related equipment: 

($ in millions) KU LG&E Total 
6) 6) ($1 

($) Net ($1 Net ($) Net 
Mw ($) Depre- Book Mw ($) Depre- Book Mw ($) Depre- Book 

Ownership Percentage Capacity Cost ciation Value Capacity Cost ciation Value Capacity Cost ciation Value 
KU 47%, LG&E 53% ( I )  129 SI (11) 40 146 58 (12) 46 275 109 (23) 86 
KU 62%, LG&E 38% (2) 190 ‘78 (14) 64 I18 50 (10) 40 308 128 (24) 104 
KU71%,LG&E 29%(3) 228 80 (14) 66 92 32 (6) 26 320 112 (20) 92 
KU 63%, LG&E 37% (4) 404 137 (17) 120 236 79 (8) 71 640 216 (25) 191 

(2)  I O  KU7l%,LC&E29%(5)  nia 9 (2) 7 nia 3 3 nia I 2  

.. 

Comprised of Paddy’s Run 13 and E.W. Brown 5,. In addition to the above jointly owned utility plant, there 
is an inlet air cooling system attributable to Unit 5 and units 8-1 1 at the E.W. Brown facility. ‘This inlet air. 
cooling system is not jointly owned, however, it is used to increase production on the units to which i t  
relates, resulting in an additional 88 Mw of capacity for KU. 
Comprised of units 6 and 7 at the E.W,. Brown facility. 
Comprised of units 5 and 6 at the Trimble County facility. 
Comprised o fCT Substation 7-10 and units 7, 8, 9 and 10 at the ‘Trimble County facility. 
Comprised of CT Substation 5 and 6 and CT Pipeline at the Trinible County facility. 
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Both KU’s and L.G&E’s participating share of direct expenses of the Jointly owned plants is included in tlie 
corresponding operating expenses on its respective income statement (e.,g., fuel, maintenance of plant, other 
)perating expense). 

Note 11 - Related Party Transactions 

KLJ, subsidiaries of EON U S  and subsidiaries of E..ON engage in related party transactions. Transactions 
between KU and E ON U S subsidiaries are eliminated upon consolidation of E,ON U S .  Transactions between 
KU and E.ON subsidiaries are eliminated upon consolidation of E.ON. These transactions are generally 
performed at cost and are in accordance with the FERC regulations under PUHCA 2005 and the applicable 
Kentucky Commission and Virginia Commission regulations. The significant related party transactions are 
disclosed below., 

Electric Purcliases 

KU and L.G&E purchase energy from each other in order to effectively manage the load of their retail and 
wholesale customers These sales and purchases are included in the statements of income as operating revenues 
and purchased power operating cxpense. KU intercompany electric revenues and purchased power expense for 
tlie years ended December 3 1, were as follows: 

(in millions) 
Electric operating revenues froin LG&E 
purchased power from L.G&E 

2007 2006 
$46 $17 

9.3 99 

interest Charges 

See Note 8, Notes Payable and Other Short-Term Obligations, for details of intercompany borrowing 
arrangements intercompany agreements do not require interest payments for receivables related to services 
provided when settled within 30 days 

KU’s intercompany interest income and expense for tlie ycars ended December 3 1, were as follows: 

(in millions) 
Interest on money pool loans 
Interest on Fidelia loans 

2007 2006 
$ 6  $ 3  

35 21 

Other Intercompany Billings 

E.ON L I S  Services provides KU with a variety of centralized administrative, management and support 
services. These charges include payroll taxes paid by E.ON U S  on behalf of KU, labor and burdens of E,ON 
I J S .  Services eniployees performing services for KU and vouchers paid by E.ON U.S. Services on behalf of 
KI.J. TIie cost of these services is directly charged to KI.J, or for general costs which cannot be directly 
attributed, charged based on predeterniined allocation factors, including tlie following ratios: nuniber of 
customers, total assets, revenues, number of employees and other statistical information. These costs are 
charged 011 an actual cost basis. 

In addition, KU and LG&E. provide services to each other and to E.,ON US.  Services. Billings between KU and 
LG&E relate to labor and overheads associated with union employees perfomling work for tlie other utility, 
cliarges related to jointly owned CTs and other niiscellaneous charges. Billings froni KIJ to E,.ON U S ,  Services 
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relate to cash received by E.ON U.S. Services on behalf of KU, primarily tax settlements, and other payments 
made by KU on behalf of other non-regulated businesses which are paid through E.ON U,.S. Services. 

Intercompany billings to and from KU for the years ended December 3 1, were as follows: 

(in millions) 
E ON U S. Services billings to KU 
KU billings to LG&E 
LG&E billings to KU 
KU billings to E ON U S Services 

2007 - 2006 
$488 $353 

6 56 
12 53 
26 23 

In September and December 2007, KU received capital contributions from its shareliolder, E.ON U.S. in the 
amount of $55 million and $20 million, respectively. 

Note 12 -Accumulated Other Comprehensive Income 

Accumulated other comprehensive income (loss) consisted of the following: 

Minimum 
Pension 
Liability Income 

(in millions) Adiustment Pre-Tax Taxes ___ Net 
Balance at December 3 1,2005 $ (32) $! (32) $ 13 $( 19) 

Minimum pension liability adjustment __ 32 32 0 (19) 
Balance at December 3 1,2006 $ $ $ $ 

Balance at December 3 I ,  2007 &=& $ $ 

Subsequent to the application of SFAS No,, 158, adjustments to the minimum pension liability are recorded as 
regulatory assets and liabilities. As a result, there are no adjustments to the minimum pension liability recorded 
in accumulated other comprehensive income at December 31,2007 or 2006. 

Note 13 -Subsequent Events 

On January 18, 2008, the Kentucky Coniniission issued an Order approving the charges and credits billed 
through the FAC during the review period ofNovember I ,  2006 through April 30,2007. 

On January 3 I ,  2008 and February 14, 2008, the ratings ofthe Carroll County 2004 Series A bonds were 
downgraded from AAA to AA by S&P and from Aaa to A2 by Moody's, respectively, due to downgrades of the 
bond insurer. On February 25,2008, the bonds were subsequently downgraded from AA to A by S&P, due to a 
further downgrade of the insurer. 

On February 1, 2008, the Kentucky Commission issued an Order approving the real-time pricing pilot program 
proposed by KU, for implementation within approximately eight months, for its large commercial and industrial 
customers. 

On February 7,2008 and February 25,2008, the Carroll County 2006 Series C bonds were downgraded from 
Aaa to A2 by Moody's and from AAA to A- by S&P, due to downgrades of the bond insurer, 

( 
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On February 26,2008, KIJ commenced steps, including notice to relevant parties, to convert the Carroll County 
2007 Series A bonds and the Trimble County 2007 Series A bonds, from the auction rate mode to a fixed 
nterest rate mode. Such conversions are scheduled to occur on April 4,2008" 

Beginning in late 2007, the inter'est rates on the insured bonds, wherein interest rates are reset either weekly or 
every 35 days via an auction process, began to increase due to investor concerns about the creditworthiness of 
the bond insurers. In 2008, interest rates have continued to increase, and the Company has experienced "failed 
auctions" when there are insufficient bids for the bonds, When there is a failed auction, the interest rate is set 
pursuant to a formula stipulated in the indenture which can be as high as 15%. Duriiig 2007, the average rate on 
the auction rate bonds was 3.96%, whereas the average rate in January and February of 2008 was 4.72%. 

On March 4,2008, the FERC issued an Order approving the MISO exit fee recalculation agreement which 
provides KU with an immediate recovery of $1 million and an estimated $3 million over the next eight years for 
credits realized from other payments the MISO will receive, plus interest. 

On March 17, 2008, KU commenced steps, including notice to relevant parties, to convert the Carroll County 
2006 Series C bonds from the auction rate mode to a weekly interest rate mode, Such conversioii is scheduled 
to occur on April 16,2008. 
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Report of Independent Auditors 

To the Shareholder of Kentucky Utilities Company: 

I n  our opinion, the accompanying balance sheets and the related statements of capitalization, income, retained 
earnings, cash flows and comprehensive income present fairly, in all material respects, the financial position of 
Kentucky Utilities Company at December 31, 2007 and 2006, and the results of its operations and its cash flows 
for the years then ended in  conformity with accounting principles generally accepted in the United States of 
America. 'These financial statements are the responsibility of the Company's management,. Our responsibility 
is to express an opinion on these financial statements based on our audits. We conducted our audits of these 
statements in accordance with auditing standards generally accepted in  the United States of America. Those 
standards require that we plan and perforni the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management, and evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

As discussed in Note 2 to the financial statements, Kentucky Utilities Company changed the manner in which it 
accounts for defined benefit pension and other postretirement benefit plans as of December 3 I, 2006. 

/s/ PricewaterhouseCoopers LLP 
Louisville, Kentucky 
March 18,2008 
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Appendix B-1 

Opinion of Bond Counsel dated May 24,2007 relating to 
the Carroll County Bonds 
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S T O L L * K E E N O N * O G D E N  
P L L C  

2000 PNC PLAZA 
500 WESTJEFFERSON STREET 
LOUISVILLE, KENTUCKY 40202-2a2a 
502-333-6000 
FAX: 502-333-6099 
www IEORKL< COM 

May 24,2007 

Re: $17,875,000 “County of Carroll, Kentucky, Environmental Facilities Revenue Bonds, 
2007 Series A (Kentucky Utilities Company Project)” 

We hereby certify that we have examined certified copies of the proceedings of record of 
the County of Carroll, Kentucky (the “County”), acting by and through its Fiscal Court as its 
duly authorized governing body, preliminary to and in connection with the issuance by the 
County of its Environmental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Project), dated their date of issuance, in the aggregate principal amount of $17,875,000 
(the “Bonds”).. The Bonds are issued under the provisions of Sections 103.200 to 103.285, 
inclusive, of the Kentucky Revised Statutes (the “Act”), for the purpose of providing funds 
which will be used, with other funds provided by Kentucky Utilities Company (the “Company”) 
for the purpose of financing a portion of the costs of construction, acquisition, installation and 
equipping of certain solid waste disposal facilities to serve the Ghent Generating Station of the 
Company in Car1.all C.ounty, Kentucky (the “Project”) in order to provide for the collection, 
storage, treatment and final disposal of solid wastes, as provided by the Act. 

The Bonds mature on February 1, 2026 and bear interest initially at the Auction Rate, as 
defined in the Indenture, hereinafter described, subject to change as provided in such Indenture. 
The Bonds will be subject to optional and mandatory redemption prior to maturity at the times, 
in the manner and upon the terms set forth in the Bonds. From such examination of the 
proceedings of the Fiscal C.ourt of the County referred to above and from an examination of the 
Act, we are of the opinion that the County is duly authorized and empowered to issue the Bonds 
under the laws ofthe C.ommonwealth of Kentucky now in force. 

We have examined an executed counterpart of a certain Loan Agreement, dated as of 
March 1, 2007 (the “Loan Agreement”), between the County and the Company and a certified 
copy of the proceedings of record of the Fiscal Court of the County preliminary to and in 
connection with the execution and delivery of the Loan Agreement, pursuant to which the 
County has agreed to issue the Bonds and to lend the proceeds thereof to the Company to 
provide funds to finance a portion of the costs of the acquisition, construction, installation and 
equipping of the Project. The Company has agreed to make Loan payments to the Trustee at 
times and in amounts fully adequate to pay maturing principal of, interest on and redemption 
premium, if any, on the Bonds as s m e  become due and payable. From such examination, we 
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are of the opinion that such proceedings of the Fiscal Court of the County show lawful authority 
for the execution and delivery of the Loan Agreement; that the Loan Agreement has been duly 
authorized, executed and delivered by the County; and that the Loan Agreement is a legal, valid 
and binding obligation of the County, enforceable in accordance with its terms, subject to the 
qualification that the enforcement thereof may be limited by laws relating to bankruptcy, 
insolvency or other similar laws affecting creditors’ rights generally, including equitable 
provisions where equitable remedies are sought. 

We have also examined an executed counterpart of a certain Indenture of Trust, dated as 
of March 1, 2007 (the “Indenture”), by and between the County and Deutsche Bank Trust 
Company Americas, as trustee (the ‘Trustee”), securing the Bonds and setting forth the 
covenants and undertakings of the County in connection with the Bonds and a certified copy of 
the proceedings of record of the Fiscal Court of the County preliminary to and in connection with 
the execution and delivery of the Indenture. Pursuant to the Indenture, certain of the County’s 
rights under the Loan Agreement, including the right to receive payments thereunder, and all 
moneys and securities held by the Trustee in accordance with the Indenture (except moneys and 
securities in the Rebate Fund created thereby) have been assigned to the Trustee, as security for 
the holders of the Bonds. From such examination, we are of the opinion that such proceedings of 
the Fiscal Court of the County show lawful authority for the execution and delivery of the 
Indenture; that the Indenture has been duly authorized, executed and delivered by the County; 
and that the Indenture is a legal, valid and binding obligation upon the parties thereto according 
to its terms, subject to the qualification that the enforcement thereof may be limited by laws 
relating to bankruptcy, insolvency or other similar laws affecting creditors’ rights generally, 
including equitable provisions where equitable remedies are sought. 

In our opinion the Bonds have been validly authorized, executed and issued in 
accordance with the laws of the Commonwealth of Kentucky now in full force and effect, and 
constitute legal, valid and binding special obligations of the County entitled to the benefit of the 
security provided by the Indenture and enforceable in accordance with their terms, subject to the 
qualification that the enforcement thereof may be limited by laws relating to bankruptcy, 
insolvency or other similar laws affecting creditors’ rights generally, including equitable 
provisions where equitable remedies are sought. The Bonds are payable by the County solely 
and only from payments and other amounts derived from the Loan Agreement and as provided in 
the Indenture. 

In our opinion, under existing laws, including current statutes, regulations, administrative 
rulings and official interpretations by the Internal Revenue Service, subject to the exceptions and 
qualifications contained in the succeeding paragraphs, (i) interest on the Bonds is excluded from 
the gross income of the recipients thereof for federal income tax purposes, except that no opinion 
is expressed regarding such exclusion from gross income with respect to any Bond during any 
period in which it is held by a “substantial user” of the Project or a “related person,” as such 
terms are used in Section 147(a) of the Internal Revenue Code of 1986, as amended (the “Code”) 
and (ii) interest on the Bonds is a separate item of tax preference in determining alternative 
minimum taxable income for individuals and corporations under the Code. In arriving at this 
opinion, we have relied upon representations, factual statements and certifications of the 
Company with respect to certain material facts which are solely within the Company’s 
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knowledge in reaching our conclusion, inter alia, that not less than 95% of the proceeds of the 
Bonds will be used to finance solid waste disposal facilities qualified for financing under Section 
142(a)(6) of the Code and the Act. Further, in arriving at the opinion set forth in this paragraph 
as to the exclusion from gross income of interest on the Bonds, we have assumed and this 
opinion is conditioned on, the accuracy of and continuing compliance by the Company and the 
C.ounty with representations and covenants set forth in the Loan Agreement and the Indenture 
which are intended to assure compliance with certain tax-exempt interest provisions of the Code. 
Such representations and covenants must be accurate and must be complied with subsequent to 
the issuance of the  Bonds in order that interest on the Bonds be excluded from gross income for 
federal income tax purposes. Failure to comply with certain of such representations and 
covenants in respect of the Bonds subsequent to the issuance of the Bonds could cause the 
interest thereon to be included in gross income for federal income tax purposes retroactively to 
the date of issuance of the Bonds. We express no opinion (i) regarding the exclusion of interest 
on any Bond from gross income for federal income tax purposes on or after the date on which 
any change, including any interest rate conversion, permitted by the documents (other than with 
approval ofthis firm) is taken which adversely affects the tax treatment of the  Bonds or (ii) as to 
the treatment for purposes of federal income taxation of interest on the Bonds upon a 
Determination of’Taxability. We are further ofthe opinion that interest on the Bonds is excluded 
from gross income of the recipients thereof for Kentucky income tax purposes and that the 
Bonds are exempt from ad valorem taxation by the Commonwealth of Kentucky and all political 
subdivisions thereof” 

Our opinion as to the exclusion of interest on the Bonds from gross income for federal 
income tax purposes and federal tax treatment of interest on the Bonds is further subject to the 
following exceptions and qualifications: 

(a) The Code provides for a “branch profits tax” which subjects to tax, at a rate of 
30%, the effectively connected earnings and profits o f a  foreign corporation which engages in a 
United States trade or business. Interest on the Bonds would be includable in the amount of 
effectively connected earnings and profits and thus would increase the branch profits tax 
liability. 

(b) The Code also provides that passive investment income, including interest on the 
Bonds, may be subject to taxation for any S corporation with Subchapter C earnings and profits 
at the close of its taxable year if greater than 25% of its gross receipts is passive investment 
income. 

Except as stated above, we express no opinion as to any federal or Kentucky tax 
consequences resulting from the receipt of interest on the Bonds. 

Holders of the Bonds should be aware that the ownership of the Bonds may result in 
collateral federal income tax consequences. For instance, the Code provides that, for taxable 
years beginning after December 31, 1986, property and casualty insurance companies will be 
required to reduce their loss resewe deductions by 15% of the tax-exempt interest received on i 
certain obligations, such as the Bonds, acquired after August 7, 1986. (For purposes of the 
immediately preceding sentence, a portion of dividends paid to an affiliated insurance company 
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may be treated as tax-exempt interest.) The Code further provides for the disallowance of any 
deduction for interest expenses incurred by banks and certain other financial institutions 
allocable to carrying certain tax-exempt obligations, such as the Bonds, acquired after August 7, 
1986. The Code also provides that, with respect to taxpayers other than such financial 
institutions, such taxpayers will be unable to deduct any portion of the interest expenses incurred 
or continued to purchase or carry the Bonds. The Code also provides, with respect to 
individuals, that interest on tax-exempt obligations, including the Bonds, is included in modified 
adjusted gross income for purposes of determining the taxability of social security and railroad 
retirement benefits. Furthermore, the earned income credit is not allowed for individuals with an 
aggregate amount of disqualified income within the meaning of Section 32 of the Code, which 
exceeds $2,200. Interest on the Bonds will be taken into account in the calculation of 
disqualified income. 

We have received opinions of John R. McCall, Esq., General Counsel of the Company 
and Jones Day, Chicago, Illinois, counsel to the Company, of even date herewith. In rendering 
this opinion, we have relied upon said opinions with respect to the matters therein. We have also 
received an opinion of even date herewith of Hon. James C. Monk, County Attorney of the 
County and relied upon said opinion with respect to the matters therein,. Said opinions are in 
forms satisfactory to us as to both scope and content., 

We express no opinion as to the title to, the description of, or the existence or priority of 
any liens, charges or encumbrances on, the Project. 

In rendering the foregoing opinions, we are passing upon only those matters specifically 
set forth in such opinions and are not passing upon the investment quality of the Bonds or the 
accuracy or completeness of any statements made in connection with any offer or sale thereof. 
The opinions herein are expressed as of the date hereof and we assume no obligation to 
supplement or update such opinions to reflect any facts or circumstances that may hereafter come 
to our attention or any changes in law that may hereafter occur. 

We are members of the Bar of the Commonwealth of K.entucky and do not purport to be 
experts on the laws of any jurisdiction other than the Commonwealth of Kentucky and the 
United States of America, and we express no opinion as to the laws of any jurisdiction other than 
those specified. 

Respectfully submitted, 
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2000 PNC PLAZA 
500 WEST JEFFERSON STREET 
LOUISVILLE. KENTUCKY 40202-2828 
502-333-6000 
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May 24,2007 

Re: $8,927,000 “County of Trimble, Kentucky, Environmental Facilities Revenue Bonds, 
2007 Series A (Kentucky Utilities Company Project)” 

We hereby certify that we have examined certified copies of the proceedings of record of 
the County of Trimble, Kentucky (the “County”), acting by and through its Fiscal Court as its 
duly authorized governing body, preliminary to and in connection with the issuance by the 
County of its Environmental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Project), dated their date of issuance, in the aggregate principal amount of $8,927,000 
(the “Bonds”). ‘The Bonds are issued under the provisions of Sections 103.200 to 103.285, 
inclusive, of the Kentucky Revised Statutes (the “Act”), for the purpose of providing funds 
which will be used, with other funds provided by Kentucky Utilities Company (the “Company”) 
for the purpose of financing a portion of the costs of construction, acquisition, installation and 
equipping of certain solid waste disposal facilities to serve the Trimble County Generating 
Station of the Company in Trimble County, Kentucky (the “Project”) in order to provide for the 
collection, storage, treatment and final disposal of solid wastes, as provided by the Act. 

The Bonds mature on March 1, 2037 and bear interest initially at the Auction Rate, as 
defined in the Indenture, hereinafter described, subject to change as provided in such Indenture. 
The Bonds will be subject to optional and mandatory redemption prior to maturity at the times, 
in the manner and upon the terms set forth in the Bonds. From such examination of the 
proceedings of the Fiscal Court of the County referred to above and from an examination of the 
Act, we are of the opinion that the County is duly authorized and empowered to issue the Bonds 
under the laws ofthe Commonwealth of Kentucky now in force. 

We have examined an executed counterpart of a certain Loan Agreement, dated as of 
March 1, 2007 (the “Loan Agreement”), between the County and the Company and a certified 
copy of the proceedings of record of the Fiscal Court of the C.ounty preliminary to and in 
connection with the execution and delivety of the Loan Agreement, pursuant to which the 
County has agreed to issue the Bonds and to lend the proceeds thereof to the Company to 
provide funds to finance a portion of the costs of the acquisition, construction, installation and 
equipping of the Project. The Company has agreed to make Loan payments to the ‘Trustee at I 
times and in amounts fully adequate to pay maturing principal of, interest on and redemption 
premium, if any, on the Bonds as same become due and payable. From such examination, we 

LEXINGTON + LOUISVILLE + FRANKFORT + HENDERSON 

0-2-2 



May 24,2007 
Page 2 

are of the opinion that such proceedings of the Fiscal Court of the County show lawful authority 
for the execution and delivery of the L.oan Agreement; that the Loan Agreement has been duly 
authorized, executed and delivered by the County; and that the Loan Agreement is a legal, valid 
and binding obligation of the County, enforceable in accordance with its terms, subject to the 
qualification that the enforcement thereof may be limited by laws relating to bankruptcy, 
insolvency or other similar laws affecting creditors’ rights generally, including equitable 
provisions where equitable remedies are sought. 

We have also examined an executed counterpart of a certain Indenture of Trust, dated as 
of March 1, 2007 (the “Indenture”), by and between the County and Deutsche Bank Trust 
Company Americas, as trustee (the “Trustee”), securing the Bonds and setting forth the 
covenants and undertakings of the County in connection with the Bonds and a certified copy of 
the proceedings of record of the Fiscal Court of the County preliminary to and in connection with 
the execution and delivery of the Indenture. Pursuant to the Indenture, certain of the County’s 
rights under the Loan Agreement, including the right to receive payments thereunder, and all 
moneys and securities held by the Trustee in accordance with the Indenture (except moneys and 
securities in the Rebate Fund created thereby) have been assigned to the Trustee, as security for 
the holders of the Bonds. From such examination, we are of the opinion that such proceedings of 
the Fiscal Court of the County show lawful authority for the execution and delivery of the 
Indenture; that the Indenture has been duly authorized, executed and delivered by the County; 
and that the Indenture is a legal, valid and binding obligation upon the parTies thereto according 
to its terms, subject to the qualification that the enforcement thereof may be limited by laws 
relating to bankruptcy, insolvency or other similar laws affecting creditors’ rights generally, 
including equitable provisions where equitable remedies are sought. 

In our opinion the Bonds have been validly authorized, executed and issued in 
accordance with the laws of the Commonwealth of Kentucky now in full force and effect, and 
constitute legal, valid and binding special obligations of the County entitled to the benefit of the 
security provided by the Indenture and enforceable in accordance with their terms, subject to the 
qualification that the enforcement thereof may be limited by laws relating to bankruptcy, 
insolvency or other similar laws affecting creditors’ rights generally, including equitable 
provisions where equitable remedies are sought. The Bonds are payable by the County solely 
and only from payments and other amounts derived from the Loan Agreement and as provided in 
the Indenture. 

In our opinion, under existing laws, including current statutes, regulations, administrative 
rulings and official interpretations by the Internal Revenue Service, subject to the exceptions and 
qualifications contained in the succeeding paragraphs, (i) interest on the Bonds is excluded from 
the gross income of the recipients thereof for federal income tax purposes, except that no opinion 
is expressed regarding such exclusion from gross income with respect to any Bond during any 
period in which it is held by a “substantial user” of the Project or a “related person,” as such 
terms are used in Section 147(a) ofthe Internal Revenue Code of 1986, as amended (the “Code”) 
and (ii) interest on the Bonds is a separate item of tax preference in determining alternative 
minimum taxable income for individuals and corporations under the Code. In arriving at this 
opinion, we have relied upon representations, factual statements and certifications of the 
Company with respect to certain material facts which are solely within the Company’s 

8-2-3 



May 24,2007 
Page 3 

knowledge in reaching our conclusion, inter alia, that not less than 95% of the proceeds of the 
Bonds will be used to finance solid waste disposal facilities qualified for financing under Section 
142(a)(6) of the Code and the Act. Further, in arriving at the opinion set forth in this paragraph 
as to the exclusion from gross income of interest on the Bonds, we have assumed and this 
opinion is conditioned on, the accuracy of. and continuing compliance by the Company and the 
County with representations and covenants set forth in the Loan Agreement and the Indenture 
which are intended to assure compliance with certain tax-exempt interest provisions of the Code. 
Such representations and covenants must be accurate and must be complied with subsequent to 
the issuance of the Bonds in order that interest on the Bonds he excluded from gross income for 
federal income tax purposes. Failure to comply with certain of such representations and 
covenants in respect of the Bonds subsequent to the issuance of the Bonds could cause the 
interest thereon to be included in gross income for federal income tax purposes retroactively to 
the date of issuance of the Bonds. We express no opinion (i) regarding the exclusion of interest 
on any Bond from gross income for federal income tax purposes on or after the date on which 
any change, including any interest rate conversion, permitted by the documents (other than with 
approval of this firm) is taken which adversely affects the tax treatment of the Bonds or (ii) as to 
the treatment for purposes o f  federal income taxation of interest on the Bonds upon a 
Deteimination of Taxability. We are further of the opinion that interest on the Bonds is excluded 
from gross income of the recipients thereof for Kentucky income tax purposes and that the 
Bonds are exempt from ad valorem taxation by the Commonwealth of Kentucky and all political 
subdivisions thereof: 

Our opinion as to the exclusion of interest on the Bonds from gross income for federal 
income tax purposes and federal tax treatment of interest on the Bonds is further subject to the 
following exceptions and qualifications: 

(a) The Code provides for a “branch profits tax” which subjects to tax, at a rate of 
30%, the effectively connected eamings and profits of a foreign corporation which engages in a 
United States trade or business. Interest on the Bonds would be includable in the amount of 
effectively connected eamings and profits and thus would increase the branch profits tax 
liability. 

(b) The Code also provides that passive investment income, including interest on the 
Bonds, may be subject to taxation for any S corporation with Subchapter C earnings and profits 
at the close of its taxable year i f  greater than 25% of its gross receipts is passive investment 
income. 

Except as stated above, we express no opinion as to any federal or Kentucky tax 
consequences resulting from the receipt of interest on the Bonds. 

Holders of the Bonds should be aware that the ownership of the Bonds may result in 
collateral federal income tax consequences. For instance, the Code provides that, for taxable 
years beginning after December 31, 1986, property and casualty insurance companies will be 
required to reduce their loss reserve deductions by 15% of the tax-exempt interest received on 
certain obligations, such as the Bonds, acquired after August 7, 1986. (For purposes of the 
immediately preceding sentence, a portion of dividends paid to an affiliated insurance company 
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may be treated as tax-exempt interest.) The Code further provides for the disallowance of any 
deduction for interest expenses incurred by banks and certain other financial institutions 
allocable to canying certain tax-exempt obligations, such as the Bonds, acquired after August 7, 
1986. The Code also provides that, with respect to taxpayers other than such financial 
institutions, such taxpayers will be unable to deduct any portion of the interest expenses incurred 
or continued to purchase or carry the Bonds. The Code also provides, with respect to 
individuals, that interest on tax-exempt obligations, including the Bonds, is included in modified 
adjusted gross income for purposes of determining the taxability of social security and railroad 
retirement benefits. Furthermore, the earned income credit is not allowed for individuals with an 
aggregate amount of disqualified income within the meaning of Section .32 of the Code, which 
exceeds $2,200. Interest on the Bonds will be taken into account in the calculation of 
disqualified income. 

We have received opinions of John R. McCall, Esq., General Counsel of the Company 
and Jones Day, Chicago, Illinois, counsel to the Company, of even date herewith. In rendering 
this opinion, we have relied upon said opinions with respect to the matters therein. We have also 
received an opinion of even date herewith of Hon. Perry Amold, County Attorney of the County 
and relied upon said opinion with respect to the matters therein. Said opinions are in forms 
satisfactory to us as to both scope and content. 

We express no opinion as to the title to, the description of, or the existence or priority of 
any liens, charges or encumbrances on, the Project. 

In rendering the foregoing opinions, we are passing upon only those matters specifically 
set forth in such opinions and are not passing upon the investment quality of the Bonds or the 
accuracy or completeness of any statements made in connection with any offer or sale thereof. 
The opinions herein are expressed as of the date hereof and we assume no obligation to 
supplement or update such opinions to reflect any facts or circumstances that may hereafter come 
to our attention or any changes in law that may hereafter occur. 

We are members of the Bar of the Commonwealth of Kentucky and do not purport to be 
experts on the laws of any jurisdiction other than the Commonwealth of Kentucky and the 
United States of America, and we express no opinion as to the laws of any jurisdiction other than 
those specified. 

Respectfully submitted, 

p / f z L . &  @Pze 
STOLL KEENON OGD PLLC 
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Appendix B-3 

Form of Conversion Opinion of Bond Counsel 
(Carroll County Bonds) 

,2008 

Re: 
Kentucky, E.nvironniental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Project)” 

Conversion to Long-Term Interest Rate Period of $1 7,875,000 “County of Carroll, 

Ladies and Gentlemen: 

This opinion is being hrnished in accordance with the requirements of the Indenture of 
Trust, dated as of March I ,  2007 (the “Indenture”), between the County of Carroll, Kentucky 
(the “Issuer”) and the Trustee pertaining to $17,875,000 principal amount of County of Carr’oll, 
Kentucky, E.nvironniental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Project), dated May 24, 2007 (the “Bonds”), in order to satisfy certain requirements of 
Sections 2.02(e)(i) and 2.02(f)(ii) of the Indenture. Pursuant to Sections 2.02(e)(i) and 2.02(f)(ii) 
of the Indenture, the interest rate on the Bonds is being adjusted from an Auction Rate to a L.ong- 
Term Interest Rate to maturity of February I ,  2026, effective on April 3 ,  2008, the Conversion 
Date., The terms used herein denoted by initial capitals and not otherwise defined shall have the 
meanings specified in the Indenture. 

We have examined the law and such documents and matters as we have deemed 
necessary to provide this opinion. As to questions of fact material to the opinions expressed 
herein, we have relied upon the provisions of the Indenture and related documents, and upon 
representations made to us without undertaking to verify the same by independent investigation. 

Based upon the foregoing, as of the date hereof, we are of the opinion that the conversion 
of the interest rate on the Bonds as described herein (a) is authorized or permitted by the Act and 
the indenture and (b) will not adversely affect the validity of the Bonds or any exclusion from 
gross income for federal income tax purposes to which interest on the Bonds would otherwise be 
entitled. Interest on the Bonds is not and will not be excluded from gross inconie during any 
period when the Bonds are held by the Company or a “related person” of the Company as 
defined in  Section 147(a) of the internal Revenue Code of 1986, as amended. 

I n  rendering this opinion, we assume, without verifying, that the issuer and the Company 
have complied and will comply with all covenants contained in the Indenture, the Loan 
Agreement between the Issuer and the Company, dated March I ,  2007, the General Tax 
Representation Certificate of the Company, dated May 24,2007 (the “Tax Agreement”), and 
other documents relating to the Bonds. We rendered our approving opinion at the time of the 
issuaiice ofthe Bonds relating to, among other things, the validity of the Bonds and the exclusion 
fioni federal income taxation of interest on the Bonds. We have not been requested to update or 
continue such opinion and have not undertaken to do so. Accordingly, we do not express any 
opinion with respect to the Bonds except as set forth above., 
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Our opinion represents our legal judgment based upon our review of tlie law and tlie facts 
that we deem relevant to render such opinion and is not a guarantee of a result. This opinion is 
given as ofthe date hereofand we assume no obligation to review or supplement this opinion to 
reflect any facts or circumstances that may hereafter come to our attention or any changes in law 
that may hereafter occur,. 

We express no opinion herein as to the investment quality of the Bonds or the adequacy, 
accuracy or completeness of any information furnished to any person in connection with any 
offer or sale of the Bonds. 

STOLL KEENON OGUEN PLLC 

0-3-2 



Appendix B-4 

Form of Conversion Opinion of Bond Counsel 
(Trimble County Bonds) 

,2008 

Re: 
Kentucky, E.nvironrnental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Prqject)” 

Conversion to L.ong-Term Interest Rate Period of $8,927,000 “County of Trimble, 

Ladies and Gentlemen: 

This opinion is being furnished in accordance with the requirements of the Indenture of 
Trust, dated as of March I ,  2007 (the “Indenture”), between the County of Trimble, Kentucky 
(the “Issuer”) and the Trustee pertaining to $8,927,000 principal amount of County of Trimble, 
Kentucky, Environmental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Project), dated May 24,2007 (the “Bonds”), in  order to satisfy certain requirements of 
Sections 2.02(e)(i) and 2.02(f)(ii) of the Indenture. Pursuant to Sections 2.02(e)(i) and 2.02(f)(ii) 
of the Indenture, the interest rate 011 the Bonds is being adjusted from an Auction Rate to a L.ong- 
Term Interest Rate to maturity of March 1,2037, effective on April 3,2008, the Conversion Date 
The t e r m  used herein denoted by initial capitals and not otherwise defined shall have the 
meanings specified in  the Indenture. 

We have examined the law and such documents and matters as we have deemed 
necessary to provide this opinion, As to questions of fact material to the opinions expressed 
herein, we have relied upon the provisions of the Indenhire and related documents, and upon 
representations made to us without undertaking to verify the same by independent investigation. 

Based upon the foregoing, as of the date hereof, we are of the opinion that the conversion 
of the interest rate on tlie Bonds as described herein (a) is authorized or permitted by the Act and 
tlie Indenture and (b) will not adversely affect the validity of the Bonds or any exclusion from 
gross income for federal income tax purposes to which interest on the Bonds would otherwise be 
entitled. Interest on the Bonds is not and will not be excluded from gross income during any 
period when the Bonds are held by the Company or a “related person” of the Company as 
defined in  Scction 147(a) of the Internal Revenue Code of 1986, as amended. 

In rendering this opinion, we assume, without verifying, that the Issuer and tlie Company 
liave complied and will comply with all covenants contained i n  the Indenture, the L.oan 
Agreement between the Issuer and the Company, dated March 1, 2007, the General Tax 
Representation Certificate of the Company, dated May 24, 2007 (the “Tax Agreement”), and 
other documents relating to the Bonds. We rendered our approving opinion at the time of the 
issuance of tlie Bonds relating to, among other things, the validity of the Bonds and the exclusion 
from federal income taxation of interest on the Bonds., We liave not been requested to update or 
continue such opinion and have not undertaken to do so. Accordingly, we do not express any 
opinion with respect to the Bonds except as set forth above. 
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Our opinion represents our legal judgment based upon our review of the law and the facts 
that we deem relevant to render such opinion and is not a guarantee of a result. 'This opinion is 
given as oftlie date hereof and we assume no obligation to review or supplement this opinion to 
reflect any facts or circumstances that may hereafter come to our attention or any changes in law 
that may hereafter occur. 

We express no opinion lierein as to the investment quality of the Bonds or the adequacy, 
accuracy or completeness of any information furnished to any person in connection with any 
offer or sale of the Bonds. 

STOLL KEENON OGDEN PLLC 
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Subject 111 tlic condilions i i i i t l  crccplions set fnrrli under Ihc c;tplion I T;LY Ircalmeni:' Bond Couiisel is of the opinion that, under current 
low. inlcrcsl on r?8cI1 series of Bonds oflercd hereby will be cxcludable from the gross income of Ihc recipicnls thereof for federal incunic tiis 
purposes. except thiil no opinion will hc csprcsscd regarding such exclusion from gross income wi th  respect to any Bond during any period in 
which i t  is l icld by a "subslanli;il uscr" or  ii "relnlcd person" of the relalcd I'rojcct its such terms arc used i n  Scclion 117(a) oflhc Internal 
Rcvenuc Code 01 1986. as ;imenderl (I l ie "Code") Ililercst on ciicli series a1 Bonds will be an ilem o i  lax preference in determining 
iiltcrniitivc minimuni laxable iiiccimc fnr individuals and corporations under the Code Such inlercsl may be subject to censin fedcral incnmc 
taxes imposed on certain corporntions. including imposition of tlic brencb proiits Lm on ii portion of such interest Bond Counsel is further 
d tlic opinion ilnl interest on ciicli scrics of Bonds will be excludable from l l i e  gross income of the recipients llicrcoflor Kenlucky income 
iiix purpnses and tliiit. under curretit law, tlie principal of each series of Bonds will bc exempl from ad valorem IBXCS in Kentucky Issuancc of  
eacli series iii Bonds is subject lo rcccipt ol a lavorable liui opinion of Bond Counsel ils o i  the dalc ofdelivcry ofc;sli scrics ui Bonds See 
'T;u Trcnlmenl" lierein 

$17,875,000 
County of Casroll, Kentucky 

Environmental Facilities Revenue Bonds 
2007 Series A 

(Kentucky Utilities Company Project) 
Due: February 1,2026 

(AMT) 

$8,927,000 
County of Trimble, Kentucky 

Environmental Facilities Revenue Bonds 
2007 Series A 

(Kentucky litilities Company Project) 
Due: March 1, 2037 

( M T )  
Dntcd: I h l c  01 niigin;d delivery 

will bc spcciil and limited oblig;itions of tlic County o i  Carroll. Icentucky and llic County olTrinihle. Kenlucky (the "Issuers"). rcspcctivcly, 
pnyahlc by lhe respeclivc Issuers solely f m m  :and sccurcd by p;iyments Io be rcccivud by lhc Issuers punu;inl til separate L ,mn  Agrcements 
with  

Tlie Bonds of each scrics (individually flie "Carroll Counly Bonds" and lhe '?Trimble Cnunly Bonds" and, collcctivcly. the ' Bunds") 

Kentucky Utilities Company 
(ilic "Compnny"), exccpl as poyablc from proceeds of such Bonds or  inveslmcnl earnings Iliereon. The Bonds will not conslitulc gcncr;,l 
obligations of lhl: Issuers or n clinrgc against tlie generd credil nr laxing pawers llrcrcofor oi llie Coi:imoriwealtli of Kenlucky or ;my ollier 
pulitical subdivision of Kcnlucky 

policics to bc issucd by Amhnc Assur;incc Cnrpor;ition ( 'Ambac Assurancc" or tlie "Bond Insurer") siniu1t;incously with tlic dclivciy of the 
Bonds 

Pnynient of tlie principal oi and interest on ~ n c l i  series 01 Bonds ivlicn duc wil l  bc insured by sepmitc finnnciol guar;inly insurance 

h b a c  
Tlie Bonds of each series arc scparatc scrics and Ihe sale and delivery of one series is not dcpcndcnl on tlic siilc nnd delivery of llie 

other series The Unnds of ciicli series will acc~ue iiileresl from tlic respeclivc dale of original issuiincc. will initially be issued iii ti sew-day 
Auction Periud. and will initially 1ic;ir interest at an Auclion llate determined pursuiint 10 !lie Auction Prucedurcs described in Appendix U 
liereto Tlic lirst Auclion will occur an Miy 30.2007 with subscqucnt auclions occurring cad i  Wednesday unless cbanged as provided liweiii 
The lirsi Interest I'aynient Vile on the Bonds wil l  bc May 31.2007 and cacli 7hursd;iy Ihcreailcr subject to certain erceplions described 
lierein. ' T l a  Bondsal each sciicswill continue to bciir interest nl  an Auction Rntc unlil  Ihcir Cunversion to ii dificrcnt Interest Rite Modc 
or until maturity While tlie Boiids ol a scrics bear in lc ru t  at the Auction Rnle, Ihc Bonds uf sucli series will ,not be subject IO purc1i:ac on 
dcmnnd O i  tlic o ~ n c i s  thcred I'rospcotive purcliascrs of llic Bonds should carefully review Ihc Auctinn I'riiccdures and should note that 
sucli pmccdurcs provide tliat ( i )  ii Bid or Sell Order conslilutcs n conimitnienl lo purchase or scll Bonds bascd upon  lie rcsults of a n  
Auction, ( i i )  Auclions will be conduclcd through iclcphonc COmmuiiicalions and (iii) sclt l tnici i l  lor purchnscs ond mlcs will be inadc on l l i c  
Uusincss Diy following an Auction Benclicial intcicsls i n  Bonds bearing interest al tin Auclion 1l;ilc ~n;iy l ie  Ir;insfcrred only pursuant to it 
Bid or  Sell Order pl;iced in nii Auction or to or through ii Broker-Dealer See "Summary of the Boods-Urokcr-Dealer." "Summary ul tlic 
13onds-Ccrt;iin Considcrntions Aflecling Auclion I W c  Securilies." 'Summary 01 tlie Uolids-Summnry of Certain Provisions of tlic Ikintls" 
iintl "Appendix B-Auclion I'roccdures '' 

PRICE IOU% 

' l l ic ilonds of;i  series wil l  tic sccurcil sitlely by p;,ylnenls le tic m8dc by tlic Conipany under Iliu relnlcd L.a;m A g r ~ c m n l ,  wliicli wil l  be 
ut~scruicrl g e n m l  ~ihligulinns 01 ittc Cenip;tny, and will rank on :I pwity will) slltcr ussccurcd lndchlcdncss oi lliu Conqxiny. 'lltc Company 
wil l  ~ u w n i i n t  not lo incur, ~ S S U U I C  or g i ~ m n l c c  any secured indelilcdscss olhcr tliiin 21s pcrniillcd i u  tlie Loan Agruenicnts. See"Sccurily; 
Llnil(atien o11 Liens." 

Compnny ("OTC'), New Ynrk. New Ynrk DTC will act as securities depository Purclinscs uI bcneiicid owncrsliip inlercsls in Ihc Bonds 
bearing intercst at the Auclion Role will be made in book-entiy only form i n  dcniiniinalions ofSl.000 and inlcgral siulliples thereof 
Purchasers will no1 rcccive ccrtiiiciitcs rcprcscnting their beneficial intercsls in tlic Bonds. See l l i c  informaiiun conliii i icd under llic caption 
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of bcnciiciol ownership interests is the responsibility of DTC's Direct snd Inrlirccl 1';irliuipanls. ;is more ful ly  described lierein 
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respective County Allorneys, nnd for l l i c  Undcnvriler by its cni~nscl. Winston & Slrnwn LLP, C1iic;igu. Illinois It is crpcctcd Ilia1 tlic Bonds 
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Tlie Bonds, when issued. wil l  bc regislered i n  thc niimc of Ccdc & Co., a s  regislered uwncr ;and snminec for The Depository Trust 

LEHMAN BROTHERS 
Daicd: Mny 17. 2001 
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No dealer, broker, salesman or other person has been authorized by the Issuers or either 
of them, the Company or the Underwriter to give any information or to make any representation 
with respect to the Bonds, other than those contained in this Official Statement, and, if given or 
made, such other information or representation must not be relied upon as having been 
authorized by any of the foregoing. The Underwriter has provided the following sentence for 
inclusion in this Official Statement The Underwriter has reviewed the information in this 
Official Statement in accordance with, and as part of, its responsibilities to investors under the 
federal securities laws as applied to the facts and circumstances of this transaction, but the 
Underwriter does not guarantee the accuracy or completeness of such information. The 
information and expressions of opinion herein are subject to change without notice and neither 
the delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the parties 
referred to above since the date hereof. Although the Issuers have consented to the use of this 
Official Statement in  connection with the initial issuance and sale of the Bonds, neither Issuer 
maltes any representation with respect to the accuracy or completeness liereof and will incur no 
liability with respect thereto, except for the information under the caption “The Issuers.,” 

In connection with the offering of the Bonds, the Underwriter may over-allot or 
effect transactions which stabilize or maintain the market prices of such Bonds at levels 
above those which might otherwise prevail in the open market. Such stabilizing, if 
commenced, may be discontinued at any time. 

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR 
OWN EXAMINATION OF THE. ISSUERS, THE COMPANY, THE BOND INSURER AND 
THE. TE.RMS OF THE. OFFERING, INCLUDING THE MERITS AND RISKS 1NVOL.VED. 
THESE SECURITIES HAVE NOT BE.E.N RECOMMENDED BY ANY FEDERAL. OR 
STATE. SE.CURlT1E.S COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, 
THE FOREGOING AUTHORITIE.S IHAVE NOT CONFIRMED THE. ACCURACY OR 
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY RE.PRESENTATION TO 
THE CONTRARY IS A CRIMINAL, OFFE.NSE, 
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OFFICIAL STATEMENT 

$17,875,000 $8,927,000 
County of Carroll, Kentucky 

Environmental Facilities Revenue Bonds 
2007 Series A 

(Kentucky Utilities Company Project) 

County of Trimble, Kentucky 
Environmental Facilities Revenue Bonds 

2007 Series A 
(Kentucky Utilities Company Project) 

Introductory Statement 

This Official Statement, including the cover page and Appendices, is provided to furiiish 
information in connection with tlie offer and sale by the County of Canoll, Kentucky (“Carroll 
County”) of its Environmental Facilities Revenue Bonds, 2007 Series A (Kentucky Utilities 
Company Project), in the aggregate principal amount of $17,875,000 (the “Carroll County 
Bonds”) to he issued pursuant to an Indenture of Trust dated as ofMarch 1, 2007 (the “Carroll 
County indenture”) between Carroll County and Deutsche Bank Trust Company Americas (the 
“Carroll County Trustee”), as Trustee, Paying Agent and Bond Registrar, and the County of 
Trimble, Kentucky (“Trimble County”) of its Environmental Facilities Revenue Bonds, 2007 
Series A (Kentucky LJtilities Company Project), in the aggregate principal amount of $8,927,000 
(the “Trimble County Bonds” and, collectively with the Carroll County Bonds, the “Bonds”) to 
be issued pursuant to an Indenture of Trust dated as of March I ,  2007 (the “Trimhle County 
Indenture” and, collectively with the Carroll County Indenture, the “Indentures”) between 
Trimble County and Deutsche Bank Trust Company Americas (the “Trimble County Trustee” 
and, collectively with the Carroll County Trustee, the “Trustee”), as Trustee, Paying Agent and 
Bond Registrar. 

Pursuant to separate Loan Agreements by and between Kentucky LJtilities Company (the 
“Company”) and the respective Issuers, dated as of March 1,2007 (each, a “Loan Agreement” 
and, collectively, the “Loan Agreements”), proceeds from tlie sale of the Bonds, other than 
accrued interest, if any, paid by the initial purchasers thereof, will be loaned by the respective 
Issuers to the Company. The L.oan Agreements are separate undertakings by and between the 
Company and the applicable Issuer. 

The proceeds of the Carroll County Bonds (other than any accrued interest) will be 
applied to finance certain solid waste disposal Facilities (the “Carroll County Project”) owned by 
the Company. The proceeds of the Trimble County Bonds (other than any accrued interest) will 
be applied to finance certain solid waste disposal facilities (the “Trimble County Project” and, 
collectively with the Carroll County Project, the “Projects”) owned by the Company. For 
information regarding the Projects, see “The Projects.” 

The Company is an operating subsidiary of E..ON U.S. L.L.C (formerly known as L.G&E. 
Energy L,L.C) and E.,ON AG (the “Parents”). See “Appendix A - I<entucky [Jtilities 
Company.” The Parents will have no obligation to make any payments due under the Loan 
Agreements or any other payments of principal, interest, premium or purchase price of the 
Bonds. 



The Company will repay each loan under the applicable Loan Agreement by making 
payments to the applicable Trustee in sufficient amounts to pay the principal of and interest and 
any premium on, and purchase price of, the applicable series of Bonds, See “Summary of the 
Loan Agreement - General.” Pursuant to the applicable Indenture, an Issuer’s rights under the 
applicable Loan Agreement (other than with respect to certain indemnification and expense 
payments) will be assigned to the applicable Trustee as security for the applicable series of 
Bonds 

‘The Bonds will be secured solely by payments to be made by the Company under the 
Loan Agreements, which will be unsecured general obligations of the Company, and will rank on 
a parity with other unsecured indebtedness of the Company See “Security; Limitation on Liens” 
and “Summary of the Bonds - Remarlteting and Purchase of Bonds.” 

The Bonds are special and limited obligations of the respective Issuer and the 
respective Issuer’s obligation to pay the principal of and interest and any premium on, and 
purchase price of, its respective series of Bonds is limited solely to the revenues and other 
amounts received by the Trustee under the applicable Indenture pursuant to the applicable 
Loan Agreement. The Bonds will not constitute an indebtedness, general obligation or 
pledge of the faith and credit or taxing power of the respective Issuer, the Commonwealth 
of Kentucky or any political subdivision thereof. 

Ambac Assurance Corporation (“Ambac Assurance” or the “Bond Insurer”) will, 
concurrently with the issuance of the Bonds, issue separate Financial Guaranty Insurance 
Policies in respect of each series of Bonds (a “Bond Insurance Policy”), insuring the payment of 
regularly scheduled payments of the principal of the applicable series of Bonds and interest 
thereon that have become “Due for Payment” (as this term is defined in such Bond Insurance 
Policy), but in either case shall be unpaid by reason of nonpayment by the Issuer,. Each Bond 
Insurance Policy will be issued pursuant to an Insurance Agreement between the Company and 
Ambac Assurance to be dated the date of issuance of the applicable series of Bonds (the 
“Insurance Agreement”). The Bond Insurance Policy will not insure payment of the purchase 
price of Bonds subject to mandatory purchase or purchase on the demand of the Bondholders 
thereof or payment of the principal, premium or interest on the Bonds as a result of an 
acceleration, redemption (other than special mandatory redemption upon occurrence of a 
Determination of7axability as hereinafter described) or other advancement of maturity. Certain 
information with respect to the Bond Insurance Policy and the Bond Insurer is included in this 
Official Statement. See “The Bond Insurance Policy and the Bond Insurer” and Appendix D ,  So 
long as the Bond Insurer is not in default under a Bond Insurance Policy, the applicable 
Indenture and applicable Loan Agreement may not be amended or supplemented, i f  such action 
requires the consent or approval of the Bondholders, without the prior written consent of the 
Bond Insurer. Upon the occurrence ofan  Event of Defiult under an Indenture, Anibac 
Assurance will be entitled to control and direct the enforcement of all rights and remedies 
granted to the applicable Bondholders or the applicable Trustee. See “Sun1mary of the Indenture 
- Rights of Bond Insurer.” 

Each series of Bonds initially will bear interest at an Auction Rate accruing from the 
applicable date of original issuance of such series of Bonds (the “Issue Date”). Thereafter, while 
the Bonds bear interest at an Auction Rate, the rate of interest, which will not exceed the 
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Maximum Rate (as defined herein), will be determined pursuant to tlie Auction Procedures on 
the Business Day preceding tlie first day of the related Auction Period by the Auction Agent and 
will remain in effect until tlie end of the Auction Period. The initial Auction Rate for each series 
of Bonds will be established by tlie Underwriter on or prior to the Issue Date. The first Auction 
sliall occur on May 30,2007 with subsequent auctions occurring each Wednesday unless 
changed as provided herein. Tlie first Interest Payment Date will be May 3 1, 2007 and each 
Thursday thereafter subject to certain exceptions described Iterein See “Appendix B - Auction 
Procedures .” 

Deutsche Bank Trust Company Americas will be appointed Auction Agent under the 
applicable Indenture. Its corporate trust office is at 60 Wall Street, 27”’ Floor, Mailstop 
NYC 60-2715, New York, New York 10005, Attention: Auction Desk, The Auction Agent may 
be removed or replaced by the Company in accordance with the terms of the applicable 
Indenture. 

Lehinan Brothers Inc. will be appointed as Brolter-Dealer with respect to the Bonds 011 
the Issue Date. One or more other Broker-Dealers may be appointed, and any Broker-Dealer 
may be removed or replaced, by the Company. 

Lehman Brothers Inc. will be appointed under the applicable Indenture to serve as 
Remarketing Agent for the Bonds. The Remarketing Agent may resign or be removed and a 
successor Remarlteting Agent may be appointed in accordance with the t e m s  of the applicable 
Indenture and the applicable Remarlteting Agreement for tlie Bonds between the Remarketing 
Agent and tlie Company. 

Brief descriptions of the Company, the Issuers, the Bonds, the L.oan Agreements, and the 
Indentures are included in this Official Statement. Such descriptions and information do not 
purport to be complete, comprehensive or definitive and are not to be construed as a 
representation or a guaranty of accuracy or completeness. All references herein to the 
documents are qualified in their entirety by reference to such documents, and references herein 
to a series of Bonds are qualified in their entirety by reference to the definitive form thereof 
included in the applicable Indenture. Copies of the Loan Agreements and the Indentures will be 
available for inspection at the principal corporate trust office of tlie Trustee and, until tlie 
issuance of the Bonds, may be obtained from the Underwriter. Certain information relating to 
Tlie Depository Trust Company (“‘DTC”) and the book-entry-only system lias been furnished by 
DTC. Appendix A to this Official Statement and all information contained under the headings 
“The Projects” and “Use of Proceeds’’ lias been fumislied by tlie Company. The Issuers and 
Bond Counsel assume no responsibility for the accuracy or completeness of sucli Appendix A or 
sucli information. Appendix B to this Official Statement contains a description of tlie Auction 
Procedures. Appendix C to tliis Official Statement contains the proposed forins of opinion of 
Bond Counsel to be delivered in connectioit with the issuance and delivery ofthe Bonds 
Appendix D to tliis Official Statement contains the proposed form of Bond Insurance Policy to 
be issued by Ambac Assurance in connection with the issuance and delivery oftlie Bonds. 
Appendix E to this Official Statement contains a description of certain provisions applicable to 
the Bonds while bearing interest at a Flexible Rate, a Variable Rate (as hereinafter defined) or a 
L,ong Term Rate. 
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The Issuers 

Each Issuer is a public body corporate and politic duly created and existing as a county 
and political subdivision under the Constitution and laws of the Commonwealth of Kentucky. 
Each Issuer is authorized by Sections 103.200 to 103.285, inclusive, ofthe Kentucky Revised 
Statutes (collectively, the “Act”) to (a) issue the respective series of Bonds and to assist in 
financing the Projects, (b) lend the proceeds from the sale of such respective series of Bonds to 
the Company for such purpose and (c) enter into and perform its obligations under the applicable 
Loan Agreement and the applicable Indenture. Each Issuer, through its legislative body, the 
Fiscal Court, has adopted one or more ordinances authorizing the issuance of the Bonds and the 
execution and delivery of the related documents. 

THE BONDS OF EACH SERIES ARE SPECIAL AND LIMITED OBLIGATIONS 
PAYABLE SOLELY AND ONLY FROM CERTAIN SOURCES, INCLUDING AMOUNTS 
TO BE RECEIVED BY OR ON BEHALF OF THE APPLICABLE ISSUER UNDER ‘THE 
APPLICABLE LOAN AGREEMENT. THE BONDS OF EACH SERIES WILL NOT 
CONSTITUTE AN INDEBTEDNESS, GENERAL OBLIGATION OR PLEDGE OF THE 
FAITH AND CREDIT OR TAXING POWER OF THE RESPECTIVE ISSUER, THE 
COMMONWEALTH OF KENTUCKY OR ANY POLITICAL SUBDIVISION THEREOF, 
AND WILL NOT GIVE RISE TO A PECUNIARY LIABILITY OF THE RESPECTIVE 
ISSUER OR A CHARGE AGAINST ITS GENERAL CREDlT OR’TAXING POWERS. 

The Projects 

Carroll County Project 

The Carroll County Project consists of certain solid waste disposal facilities at the 
Company’s Ghent Generating Station located in Carroll County, Kentucky (the “Ghent 
Generating Station”), for the collection, storage, treatment and final disposal of solid wastes.. 

The Company has begun construction and fabrication ofthe Carroll County Project.. The 
Kentucky Public Service Commission has issued a Certificate of Convenience and Necessity 
(“CCN”) that authorizes construction of the Cmoll  County Project. When constructed, the 
Car.roll County Project will be the propetty of the Company,. 

Trimble County Project 

The Triinble County Project consists of certain solid waste disposal facilities at Unit 2 of 
the Trimble County Generating Station located in Trimble County, Kentucky (“Trimble 2”), for 
the collection, storage, treatment and final disposal of solid wastes. 

The Company and its affiliate, Louisville Gas and Electric Company, a Kentucky 
corporation (“LG&E and, collectively with the Company, the “Utilities”), have begun 
construction and fabrication of  Trinible 2. ‘The Utilities will have an undivided 75% ownership 
interest in ‘Trimble 2 when constructed, ofwhich the Company will own an 81% undivided 
interest and LG&E will own a 19% undivided interest, The remaining 25% undivided ownership 
interest will be owned by governmental entities existing outside of Kentucky. The Kentucky 
Public Service Conmission has issued a CCN that authorizes construction of’Trlmble 2,. 

( 
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Use of Proceeds 

Tlie proceeds froin tlie sale of each series of Bonds (exclusive of accrued interest, if any) 
will be used to finance a portion of the costs of tlie acquisition, construction, installation and 
equipping of tlie respective Projects., 

Separate Series 

Tlie Carroll County Bonds and the Trimble County Bonds will be paid from payments 
made by or on behalf of the Company, will have substantially the same claim to such source of 
funds and are treated for federal income tax purposes as a single issue of obligations. Tlie 
Carroll County Bonds and tlie Trinible County Bonds, however, are separate series and tlie sale 
and delivery of one series is not dependent on tlie sale and delivery oftlie other series,, In 
addition, optional or mandatory redemption of either tlie Carroll County Bonds or the Trinible 
County Bonds may be made in the manner described below without the redemption of the other 
series, Similarly, a default under one of tlie series of Bonds or one oftlie Loan Agreements will 
not necessarily constitute a default under tlie other series of Bonds or L.oan Agreement. Each 
series of Bonds can bear interest at an Interest Rate Mode different from the Interest Rate Mode 
borne by tlie other series of Bonds. Unless specifically otherwise noted, the following discussion 
under tlie captions “Summary of tlie Bonds,” “Security; Lhitation of Liens,” “The Bond 
Insurance Policy and the Bond Insurer,” “Summary of the Loan Agreement,” “Summary of tlie 
Indenture,” “Enforceability Of Remedies,” “Tax Treatment,” “Continuing Disclosure” and 
“Appendix B - Auction Procedures” applies equally, but separately, to tlie Carroll County Bonds 
and the Trimble County Bonds. 

As used under such captions with respect to tlie Carroll County Bonds, the term “Project” 
shall mean tlie Carroll County Project, the term “Generating Station” shall mean tlie Client 
Generating Station, tlie temi “Bonds” shall mean tlie Carroll County Bonds, tlie term “L.oan 
Agreement” shall mean tlie Loan Agreement pursuant to which Carroll County will loan the 
proceeds from tlie sale of tlie Carroll County Bonds to the Company, tlie term “Indenture” shall 
mean the Carroll County Indenture, tlie temi “Issuer” shall mean Carroll County and the term 
“Trustee” shall meaii the Carroll County Trustee, 

As used under sucli captions with respect to the Trinible County Bonds, tlie term 
“Project” shall mean tlie Trimble County Project, the term “Generating Station” shall mean 
Trinible 2, the term “Bonds” shall mean the Trinible County Bonds, the term “Loan Agreement” 
shall mean tlie L.oan Agreement pursuant to which Trinible County will loan tlie proceeds froin 
the sale of tlie Trimble County Bonds to tlie Company, tlie term “Indenture” shall mean tlie 
Trinible County Indenture, the term “Issuer” shall mean Trimble County and tlie term “Trustee” 
sliall mean the Trimble County Trustee 

Summary of the Bonds 

General 

Tlie Bonds will be issued in the aggregate principal amount set forth on tlie cover page of 
tliis Official Statement, The Carroll County Bonds will mature on February 1, 2026, Tlie 
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Trimble County Bonds will mature on March I ,  2037, The Bonds are also subject to redemption 
prior to maturity as described herein,. 

From and after the date of the issuance and delivery of the Bonds, the Bonds will bear 
interest at the Auction Rate and will continue to bear interest at the Auction Rate until a 
Conversion to another Interest Rate Mode is specified by the Company or until the maturity of 
the Bonds. The permitted Interest Rate Modes for tlie Bonds are (i) the “Flexible Rate,” (ii) the 
“Daily Rate,” (iii) the “Weekly Rate,” (iv) the “Semi-Annual Rate,” (v) the “Annual Rate,” (vi) 
the “Long Term Rate” and (vii) the “Auction Rate.” The Daily Rate, Weekly Rate, Semi-Annual 
Rate and Annual Rate are collectively referred to herein as “Variable Rates.” Changes in the 
Interest Rate Mode will be effected, and notice of such changes will be given, as described below 
in “Conversion of Interest Rate Modes.” 

‘The Bonds initially will bear. interest at an Auction Rate accruing from the Issue Date. 
Thereafter, while the Bonds bear interest at an Auction Rate, the rate of interest, which will not 
exceed the Maximum Rate, will be determined pursuant to the Auction Procedures on the 
Business Day preceding the first day of the related Auction Period by the Auction Agent and will 
remain in effect until the end of the Auction Period,. The initial Auction Rate will be established 
by the Underwriter on or prior to the Issue Date. ‘The first Auction will occur on May 30, 2007 
with subsequent auctions occurring each Wednesday unless changed as provided herein The 
first Interest Payment Date will be May 3 1,2007 and each ‘Thursday thereafter subject to certain 
exceptions described herein. See “Appendix B - Auction Procedures.” 

If there are more Bonds which bear interest at an Auction Rate offered for sale than there 
are buyers for those Bonds in any Auction, the owners ofthe Bonds may not be able to sell some 
or all oftheir Bonds at that time. The relative buying and selling interest of market participants 
in the Bonds and in the auction rate securities market as a whole vary over time, may be 
adversely affected by, among other things, news relating to the Company or the Issuer, the 
attractiveness of alternative investments, the perceived risk of owning the security (whether 
related to credit, liquidity or any other risk), the tax treatment accorded the instruinents, the 
accounting treatment accorded auction rate securities, including recent clarifications of U ,S,. 
generally accepted accounting principles relating to the treatment ofthe Bonds, reactions to 
regulatory actions or press reports, financial reporting cycles and market sentiment generally,. 
Shifts of demand in response to any ofthe factors listed above cannot be predicted and may be 
short-lived or exist for longer periods. 

While the Bonds bear interest at the Auction Rate, the Bonds will be subject to 
purchase on demand of the owners of the Bonds. The Bonds may be transferred by a 
Beneficial Owner only by offering such Bonds for sale at a scheduled Auction. There can 
be no assurance that sufficient Bonds by Potential Holders will be submitted to enable 
Bonds submitted for sale to be actually sold. Reference is made to “Summary of Certain 
Provisions of the Bonds,” “Broker-Dealer” and “Certain Considerations Affecting Auction 
Rate Securities” below, as well as “Appendix B - Auction Procedures” for further details of 
the Bonds. 

During each Rate Period for an Interest Rate Mode (other than an Auction Rate), tlie 
interest rate or rates for the Bonds i n  that Interest Rate Mode, and Flexible Rate Periods for 1: 
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Bonds accruing interest at a Flexible Rate, will be determined by the Remarketing Agent in  
accordance with the Indenture; provided that tlie interest rate or rates borne by any Bonds may 
not exceed tlie lesser of(i) tlie maximum interest rate permitted by applicable law or (ii) 15% per 
annum 

Interest on the Bonds which bear interest at an Auction Rate for an Auction Period of 180 
days or less will be computed on tlie basis of a 360-day year for the actual number of days 
elapsed. Interest on the Bonds which bear interest at a Flexible Rate, Daily Rate or Weekly Rate 
will be coniputed on the basis of a year of365 or 366 days, as appropriate, and paid for the actual 
number of days elapsed. interest on the Bonds which bear interest at a Semi-Annual Rate, 
Aiuiual Rate, L.ong Term Rate or Auction Rate for an Auction Period of more than 180 days will 
be computed on the basis of a 360-day year, consisting of twelve io-day months. Interest 
payable on any lnterest Payment Date will be payable to the registered owner of tlie Bond as of 
tlie Record Date for such payment; provided that in tlie case of Bonds bearing interest at the 
Flexible Rate, interest will be payable to the registered owner of such Bond on the lnterest 
Payment Date therefor. The Record Date, in  tlie case of interest accrued at an Auction Rate, will 
be the close of business on the second Business Day preceding each Interest Payment Date, i n  
the case of interest accrued at a Daily Rate or Weekly Rate, will be the close ofbusiness on the 
Business Day immediately preceding each Interest Payment Date, and in the case of interest 
accrued at a Semi-Annual Rate, Annual Rate or L.ong Term Rate, will be tlie close of business on 
the fifteenth day (whether or not a Business Day) of tlie month preceding each Interest Payment 
Date. 

The Bonds initially will be issued solely in  book-entry-only form through DTC (or its 
nominee, Cede & Co.). So long as the Bonds are held in the book-entry-only system, DTC or its 
nominee will be the registered owner or holder of the Bonds for all purposes of tlie indenture, the 
Bonds and this Official Statement. See “Summary of the Bonds - Book-Entry-Only System” 
below., individual purchases ofbook-entry interests in tlie Bonds will be made in 
book-entry-only form in (i) denominations of % 1,000 and integral multiples thereof, if bearing 
interest at the Auction Rate, (ii) denoininations of $100,000 or any integral multiple thereof, if 
bearing interest at the Daily Rate or the Weekly Rate, (iii) denominations of $100,000 or any 
integral multiple of $5,000 in excess of$100,000, ifbearing interest at Flexible Rates, or (iv) 
denominations of $5,000 and integral multiples thereof, if bearing interest at the Semi-Aiuiual 
Rate, the Annual Rate or the L.ong Term Rate; provided, that, (i) if the Carroll County Bonds 
bear interest at tlie Daily Rate or the Weelcly Rate, one Carroll County Bond may be in the 
denomination of, or include an additional $75,000, and (ii) if the Triinble County Bonds bear 
interest at (A) the Flexible Rate, tlie Semi-Annual Rate, the Annual Rate or tlie Long Term Rate, 
one Trinible County Bond may be in the denomination of, or include an additional $2,000, and 
(B) tlie Daily Rate or the Weekly Rate, one Trimble County Bond may be i n  the denomination 
of, or include an additional $27,000. 

E.xcept as otherwise described below for Bonds held i n  DTC’s book-entry-only system, 
the principal or redemption price of tlie Bonds is payable at the designated corporate trust office 
in New York, New York, of the Trustee, as paying agent (the “Paying Agent”) E.xcept as 
otherwise described below for Bonds held in DTC’s book-entry-only system, interest on the 
Bonds is payable by check inailed to the owner of record; provided that interest payable on each 
Bond will be payable i n  ininiediately available funds by wire transfer within the continental 
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United States or by deposit into a bank account maintained with the Paying Agent (i) i f  the 
Interest Rate Mode is the Auction Rate, the Daily Rate, the Weekly Rate or the Flexible Rate, or 
(ii) at the written request of any owner ofrecord holding at least $1,000,000 aggregate principal 
amount of the Bonds, i f  tlie Interest Rate Mode is the Semi-Annual Rate, Annual Rate or Long 
Term Rate, received by the Trustee, as bond registrar (the “Bond Registrar”), at least one 
Business Day prior to any Record Date. Except as otherwise described below for Bonds held in  
DTC’s book-entry-only system, i f  the Interest Rate Mode is the Flexible Rate, interest payable 
on each Bond will be paid only upon presentation and surrender of such Bond. 

Bonds may be transfened or exchanged for an equal total amount of Bonds of other 
authorized denominations upon surrender of such Bonds at tlie principal office of the Bond 
Registrar, accompanied by a written instrument of transfer or authorization for exchange in form 
and with guaranty of signature satisfactory to the Bond Registrar, duly executed by tlie registered 
owner or the owner’s duly authorized attorney. Except as provided in  the Indenture, the Bond 
Registrar will not be required to register the transfer or exchange of any Bond (i) during the 
fifteen days before any mailing o f a  notice of redemption of Bonds, (ii) after such Bond has been 
called for redemption or (iii) for which a registered owner has submitted a demand for purchase 
(see “Purchases of Bonds on Demand of Owner” below), or which has been purchased (see 
“Payment of Purchase Price” below). Registration of transfers and exchanges will be made 
without charge to the registered owners of Bonds, except that the Bond Registrar may require 
any registered owner requesting registration of transfer or exchange to pay any required tax or 
governmental charge 

Tender Agent 

While the Bonds bear interest at the Auction Rate, the Bonds will not be subject to 
purchase on demand ofthe owners. While the Bonds bear interest in another Interest Rate Mode, 
owners may tender their. Bonds, and in certain circumstances will be required to tender their 
Bonds, to the ‘Tender Agent for purchase at the times and in the manner described herein under 
“Mandatory Purchases of Bonds” and in Appendix E. So long as the Bonds are held in DTC’s 
book-entry-only system, the Trustee will act as Tender Agent under the Indenture. Any 
successorTender Agent appointed pursuant to the Indenture will also be a Paying Agent 

Remarketing Agent 

Lehnian Brothers 1nc. will act as the Remarketing Agent with respect to the Bonds (the 
“Remarketing Agent”). The Remarketing Agent (i) may be removed by the Issuer at any time in 
the Issuer’s sole discretion, (ii) will resign if so requested by the Company by an instrument filed 
with the Issuer, the Remarketing Agent, the ‘Trustee and the ‘Tender Agent, and (iii) may resign 
in accordance with the Remarketing Agreement upon sixty days’ notice. 

Broker-Dealer 

Each Auction requires the participation of one or more Broker-Dealers. The Auction 
Agent will enter into a Broker-Dealer Agreement with Lehman Brothers Inc., as initial Broker- 
Dealer (the “Broker-Dealer”). The Auction Agent may, with the consent of the Company, enter 
into similar agreements with one or more additional Broker-Dealers which provide for the i 
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participation of such Broker-Dealers in Auctions. In tlie Broker-Dealer Agreement, the Broker- 
Dealer agrees to handle customers’ orders in  accordance with its duties under applicable 
securities laws and rules., 

Certain Considerations Affecting Auction Rate Securities 

Role of Broker-Deder. The Broker-Dealer has been appointed by the issuers or obligors 
of various auction rate securities to serve as a dealer in  the auctions for those securities and is 
paid by the issuers for its services. The Broker-Dealer receives broker-dealer fees from such 
issuers at an agreed-upon annual rate that is applied to the principal amount of securities sold or 
successfully placed through the Broker-Dealer i n  such auctions. 

The Broker-Dealer is designated in tlie Broker-Dealer Agreement as the Brolter-Dealer‘to 
contact Existing Holders and Potential Holders and solicit Bids (as such terms are defined 
herein) for the Bonds. The Broker-Dealer will receive Broker-Dealer fees from the Company 
with respect to the Bonds sold or successfully placed through it in Auctions. The Broker-Dealer 
may share a portion of such fees with other dealers that submit Orders through it that are filled in 
the Auction. 

Biddine bv Broker-Dealer-.. The Broker-Dealer is permitted, but not obligated, to submit 
Orders in  Auctions for its own account either as a Bidder (as defined herein) or a Seller (as 
defined lierein) and routinely does so in the auction rate securities market in  its sole discretion, 
If tlie Broker-Dealer submits an Order (as defined herein) for its own account, it would have an 
advantage over other Bidders because the Broker-Dealer would have knowledge of the other 
Orders placed through it in that Auction, and, thus, could determine the rate and size of its Order 
so as to increase the likelihood that (i) its Order will be accepted in the Auction and (ii) the 
Auction will clear at a particular rate. For this reason, and because the Broker-Dealer is 
appointed and paid by the Company to serve as a Broker-Dealer in the Auction, the Broker- 
Dealer’s interests in serving as the Broker-Dealer in an Auction may differ from those OF 
E.xisting Holders and Potential Holders who participate i n  Auctions, See “Role of Broker- 
-.’’ The Broker-Dealer would not have knowledge of Orders submitted to tlie Auction 
Agent by any other firm that is, or may in the future be, appointed to accept Orders pursuant to a 
Broker-Dealer Agreement. 

Where the Broker-Dealer is tlie only Broker-Dealer appointed by the Company to serve 
as the Broker-Dealer in the Auction, i t  would be the only Broker-Dealer that submits Orders to 
the Auction Agent in that Auction, As a result, in such circumstances, the Broker-Dealer could 
discern the clearing rate before the Orders are submitted to the Auction Agent and set the 
clearing rate with its Order. 

The Broker-Dealer may routinely place one or more Bids in  an Auction for its own 
account to acquire the Bonds for its inventory, to prevent an “Auction Failure’’ (which OCCUIS if 
there are insufficient clearing bids which would result in the Auction Rate being set at the 
Maximum Rate) or to prevent an Auction from clearing at a rate that the Broker-Dealer believes 
does not reflect the market for the Bonds. The Broker-Dealer inay place such Bids even after 
obtaining knowledge of some or all of the other Orders submitted through it., When bidding in  
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an Auction for its own account, the Broker-Dealer also may bid inside or outside the range of 
rates that it posts in its Price ‘Talk. See “Price Talk,,” 

The Broker-Dealer routinely encourages bidding by others in auctions generally for 
which i t  serves as broker-dealer,, ‘The Broker-Dealer also may encourage bidding by others in 
Auctions, including to prevent an Auction Failure or to prevent an Auction from clearing at a 
rate that the Broker-Dealer believes does not reflect the market for the Bonds. The Brolter- 
Dealer may encourage such Bids even after obtaining knowledge of some or all ofthe other 
Orders submitted through it ,  

Bids by the Broker-Dealer or by those i t  may encourage to place Bids are likely to affect 
(i) the Auction Rate - including preventing the Auction Rate from being set at the Maximum 
Rate or otherwise causing Bidders to receive a lower rate than they might have received had the 
Broker-Dealer not bid or not encouraged others to bid and (ii) the allocation of Bonds being 
auctioned - including displacing some Bidders who may have their Bids rejected or receive 
fewer Bonds than they would have received if the Broker-Dealer had not bid or encouraged 
others to bid. Because of these practices, the fact that an Auction clears successfully does not 
mean that an investment in the Bonds involves no significant liquidity or credit risk. ‘The 
Broker-Dealer is not obligated to continue to place such bids or to continue to encourage other 
Bidders to do so in any particular Auction to prevent an Auction Failure or an Auction from 
clearing at a rate the Broker-Dealer believes does not reflect the market for the Bonds. Investors 
should not assume that the Broker-Dealer will place bids or encourage others to do so or that 
Auction Failures will not occur., Investors should also be aware that Bids by the Broker-Dealer or 
by those it may encourage to place Bids may cause lower Auction Rates to occur. 

The statements herein regarding bidding by the Broker-Dealer apply only to the 
Brolter-Dealer’s auction desk and any other business units of the Brolter-Dealer that are 
not separated from the auction desk by an information barrier designed to limit 
inappropriate dissemination of bidding information. 

In any particular Auction, if all outstanding Bonds are the subject of Submitted Hold 
Orders, the Auction Rate for the next succeeding Auction Period will be the All Hold Rate (as 
defined herein) (such a situation is called an “All Hold Auction”). 

If the Broker-Dealer holds any Bonds for its own account on an Auction Date, i t  is the 
Broker-Dealer’s practice to submit a Sell Order into the Auction with respect to such Bonds, 
which would prevent that Auction from being an All Hold Auction. ‘The Broker-Dealer may, but 
is not obligated to, submit Bids for its own account in that same Auction, as set forth above. 

“Price Th//c ” Before the start of an Auction, the Broker-Dealer may, in its discretion, 
make available to its customers who are Existing Molders and Potential Holders the Broker- 
Dealer’s good faith judgment of the range of likely clearing rates for the Auction based on 
market and other information. ‘This is known as “Price Talk.” Price ‘Talk is not a guaranty that 
the rate established through the Auction will be within the Price Talk, and Existing Holders and 
Potential Holders are free to use it or ignore it. The Broker-Dealer may occasionally update and 
change the Price Talk based on changes in credit quality or macroeconomic factors that are likely 
to result in  a change i n  interest rate levels, such as an announcement by the Federal Reserve 
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Board of a change in the Federal Funds rate or an announcement by the Bureau of L.abor 
Statistics of unemployment numbers. Potential Holders should confimi with the Broker-Dealer 
the inmner by which the Broker-Dealer will communicate such Price Talk and any changes to 
the Price Talk 

“All-or-Noihirie” Bids. The Broker-Dealer will not accept “all-or-nothing” Bids (Le., 
Bids whereby the Bidder proposes to reject an allocation smaller than the entire quantity bid) or 
any other type of Bid that allows the Bidder to avoid auction procedures that require the pro rata 
allocation of Bonds where there are not sufficient Sell Orders to fill all bids at the clearing rate. 

No Asszrrmices Reemdirip Azrctioii Ozriconies. The Broker-Dealer provides no assurance 
as to the outcome of any Auction. The Broker-Dealer also does not provide any assurance that 
any Bid will be successful, in whole or in part, or that the Auction will clear at a rate that a 
Bidder considers acceptable. Bids may be only partially filled, or not filled at all, and the 
Auction Rate on any Bonds purchased or retained in the Auction may be lower than market rate 
for similar investments. 

The Broker-Dealer will not agree before an Auction to buy Bonds from or sell Bonds to a 
customer after the Auction., 

Dendlines. Each particular Auction has a formal deadline by which all Bids must be 
submitted by the Broker-Dealer to the Auction Agent. This deadline is called the “Submission 
Deadline.” To provide sufficient time to process and submit customer Bids to the Auction Agent 
before the Submission Deadline, the Broker-Dealer imposes an earlier deadline - called the 
“Broker-Dealer Deadline” - by which Bidders must submit Bids to the Broker-Dealer. The 
Broker-Dealer Deadline is subject to change by the Broker-Dealer. Potential Holders should 
consult with the Broker-Dealer as to its Broker-Dealer Deadline. The Broker-Dealer may allow 
for correction of clerical errors after the Broker-Dealer Deadline and prior to the Submission 
Deadline. The Broker-Dealer niay submit Bids for its own account at any time until the 
Submission Deadline and niay change Bids it has submitted for its own account at any time until 
the Submission Deadline. The Auction Procedures provide that until one hour after the Auction 
Agent completes the dissemination ofthe results of an Auction, new Orders can be submitted to 
the Auction Agent irsuch Orders were received by the Broker-Dealer or generated by the 
Broker-Dealer for its own account prior to the Submission Deadline and the failure to submit 
such Orders prior to the Submission Deadline was the result of force majeure, a technological 
failure or a clerical enor. In addition until one hour after the Auction Agent completes the 
dissemination of the results of an Auction, the Broker-Dealer niay modify or withdraw an Order 
submitted to the Auction Agent prior to the Submission Deadline if the Broker-Dealer 
determines that such Order contained a clerical error, In the event of such a submission, 
modification or withdrawal the Auction Agent will rerun the Auction, if necessary, taking into 
account such submission, modification or withdrawal. 

Exisiiri.e Holder- ’.r Abiliiv io Resell Azrctiori Rate Securities klm Be Limited An E.xisting 
Holder may sell, transfer or dispose of a Bond (i)  in an Auction, only pursuant to a Bid or Sell 
Order in accordance with the Auction Procedures, or (ii) outside an Auction, only to or through 
the Broker-Dealer. 



Existing Holders will be able to sell all of the Bonds that are the subject of their 
submitted Sell Orders only if there are Bidders willing to purchase those Bonds in the Auction. 
If Sufficient Clearing Bids have not been made, Existing Holders that have submitted Sell Orders 
will not be able to sell in the Auction all, and may not be able to sell any, of the Bonds subject to 
such submitted Sell Orders. As discussed above (see “Biddi/79 bv Broker-Dealer”), the Broker- 
Dealer may submit a bid in an Auction to avoid an Auction Failure, but are not obligated to do 
so. ‘There may not always be enough bidders to prevent an Auction Failure in the absence ofthe 
Broker-Dealer bidding in the Auction for its own account or encouraging others to bid. 
Therefore, Auction Failures are possible, especially if the Company’s credit were to deteriorate, 
i f a  market disruption were to occur or if, for any reason, the Broker-Dealer were unable or 
unwilling to bid. 

Between Auctions, there can be no assurance that a secondary market for the Bonds will 
develop or, if i t  does develop, that it will provide Existing Holders the ability to resell the Bonds 
on the t a m s  or at the times desired by an Existing Holder. ‘The Broker-Dealer may, in its own 
discretion, decide to buy or sell the Bonds in the secondary market for its own account from or to 
investors at any time and at any price, including at prices equivalent to, below, or above par for 
the Bonds. However, the Broker-Dealer is not obligated to make a market in the Bonds, and may 
discontinue trading in the Bonds without notice for any reason at any time. Existing Holders 
who resell between Auctions may receive an amount less than par, depending on market 
conditions. 

I f  an Existing Holder purchased a Bond through a dealer which is not the Broker-Dealer 
for the Bonds, such Existing Holder’s ability to sell its Bond may be affected by the continued 
ability of its dealer to transact trades for the Bonds through the Broker-Dealer. 

‘The ability to resell the Bonds will depend on various factors affecting the market for the 
Bonds, including news relating to Company or the Bond Insurer, the attractiveness of alternative 
investments, investor demand for short term securities, the perceived risk of owning the Bonds 
(whether related to credit, liquidity or any other risk), the tax or accounting treatment accorded 
the Bonds (including U.S. generally accepted accounting principles as they apply to the 
accounting treatment of auction rate securities), reactions of market participants to regulatory 
actions (such as those described in “Secwifies and Exchm7,~e Coii7mission Setflements,” below) 
or press reports, financial reporting cycles and market conditions generally. Demand for the 
Bonds may change without warning, and declines in demand may be short-lived or continue for 
longer periods. 

Re.~ig,mliot7 of /he Aiicfiot7 A,eetit or /lie Broker-Denlet Could Impact /lie Abilitv fo Hold 
Azrc/ioiw. The Auction Agreement provides that the Auction Agent may resign from its duties as 
Auction Agent by giving at least 90 days’ notice (30 days’ notice if the Auction Agent has not 
received payment of its fees) to the Trustee, the Company, the Bond Insurer, the initial Broker- 
Dealer and the Issuer and does not require, as a condition to the effectiveness of such resignation, 
that a replacement Auction Agent be in place if its fees have not been paid. ‘The Broker-Dealer 
Agreement provides that the Broker-Dealer thereunder may resign upon 5 days’ notice 
(provided, however that if the Broker-Dealer is the initial Broker-Dealer, such initial Broker- 
Dealer may not resign or terminate the Broker-Dealer Agreement without first obtaining the 
prior written consent of the Company) and does not require, as a condition to the effectiveness of 
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such resignation, that a replacement Broker-Dealer be in place. For any Auction Period during 
which there is no duly appointed Auction Agent, or during which there is no duly appointed 
Broker-Dealer, it will not be possible to hold Auctions, with the result that tlie interest rate on the 
Bonds will be Maximum Rate. 

Secztrilies arid Exc/ia/iee Cor~iniissiori Settlernerifs. On May 3 I ,  2006, the U.,S. Securities 
and Exchange Comniissioii (the “SEC”) announced that it had settled its investigation of fifteen 
firms, including the Broker-Dealer, that participate in the auction rate securities market regarding 
their respective practices and procedures in this market., The SEC alleged in tlie settlement that 
the firms had managed auctions for auction rate securities in which they participated in ways that 
were not adequately disclosed or that did not conform to disclosed auction procedures. As part 
of the settlement, the Broker-Dealer agreed to pay a civil penalty. In addition, the Broker- 
Dealer, without admitting or denyiilg the SEC’s allegations, agreed to provide to customers 
written descriptions of its material auction practices and procedures, and to implement 
procedures reasonably designed to detect and prevent any failures by the Broker-Dealer to 
conduct the auction process in accordance with disclosed procedures. No assurance can be 
offered as to how the settlement may affect the market for auction rate securities or the Bonds. 

In addition, 011 .January 9, 2007, the SEC announced that it had settled its investigation of 
three banks, including the Auction Agent, that participate as auction agents in the auction rate 
securities market, regarding their respective practices and procedures in this market., The SEC 
alleged in the settlement that the auction agents allowed broker-dealers i n  auctions to submit bids 
or revise bids after the submission deadlines and allowed broker-dealers to intervene in auctions 
in ways that affected the rates paid 011 the auction rate securities. As part of the settlement, the 
Auction Agent agreed to pay civil penalties. I n  addition, the Auction Agent, without admitting 
or denying the SEC’s allegations, agreed to provide to broker-dealers and issuers written 
descriptions of its material auction practices and procedures and to implement procedures 
reasonably designed to detect aiid prevent ally failures by that Auction Agent to conduct the 
auction process in  accordance with disclosed procedures. No assurance can be offered as to how 
the settlement may affect the market for auction rate securities or the Bonds. 

Certain Definitions 

As used herein, each of the following terms will have the meaning indicated. Certain 
capitalized terms used herein and not otheiwise defined will have tlie meanings set forth in 
Appendix B. 

“Ariri2~7l Rofe Period” means tlie period beginning on, and including, the Conversion 
Date to the Annual Rate and ending 011, and including, the day next preceding the second Interest 
Payment Date thereafter, and each successive twelve-month period (or portion thereof) thereafter 
until the day preceding the earlier ofthe Conversion to a different Interest Rate Mode or the 
maturity of the Bonds. 

“ilzrcfiori Role” shall have the meaning set forth i n  Appendix B. 

“ A z ~ f i o i i  Rote Period’ shall have the meaning set forth in Appendix B ,  
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“Ber7ejicicrl Owv7er” means the person in whose name a Bond is recorded as such by the 
respective systems of DTC and each Participant (as defined herein) or the registered holder of 
such Bond if such Bond is not then registered in the name of Cede & Co. 

“Bzrsir7ess Dqy” means any day other than a Saturday or Sunday or legal holiday or a day 
on which banking institutions located in the City of New York, New York, or the New York 
Stock Exchange or banking institutions in the city in which the principal office of the ‘Trustee, 
the Bond Registrar, the ‘Tender Agent, the Paying Agent, the Auction Agent, the Company or the 
Remarketing Agent are located are authorized by law or executive order to close. 

“Cor71iersion” means any conversion from time to time in accordance with the terms of 
the Indenture ofthe Bonds from one Interest Rate Mode to another Interest Rate Mode, 

“Con~wsior7 Dote” means initially the date of original issuance of the Bonds, and 
thereafter means the date on which any Conversion becomes effective,. 

“L)ai/y Rate Period” means the period beginning on, and including, the Conversion Date 
to the Daily Rate and ending on and including the day preceding the next Business Day and each 
period thereafter beginning on and including a Business Day and ending on and including the 
day preceding the next succeeding Business Day until the day preceding the earlier of the 
Conversion to a different Interest Rate Mode or the maturity of the Bonds. 

“Flaible Rate” means the Interest Rate Mode for the Bonds in which the interest rate for 
each Bond is determined with respect to such Bond during each Flexible Rate Period applicable 
to that Bond, as provided in the Indenture. 

“Flexible Rate Period” means with respect to any Bond, each period (which may be from 
one day to 270 days, or such lower maximum number of days as is then permitted under the 
Indenture) determined for such Bond, as provided in the Indenture. 

“Irtteres/ Pqy7er7l Date” means (i) if the Interest Rate Mode is the Daily Rate or the 
Weekly Rate, the first Business Day of each calendar month, (ii) if the Interest Rate Mode is the 
Flexible Rate, for each Bond the last day of each Flexible Rate Period for such Bond (or if such 
day is not a Business Day, the next succeeding Business Day), (iii) iftlie Interest Rate Mode is 
the Semi-Annual Rate, the Annual Rate or the Long ‘Term Rate, June 1 and December I ,  and, in 
the case of the Long Term Rate, also the Conversion Date or the effective date o f a  change to a 
new Long ‘Terni Rate Period; (iv) i f  the Interest Rate Mode is the Auction Rate (a) for any 
Auction Period other than a daily Auction Period or a Flexible Auction Period, the Business Day 
immediately following such Auction Period, (6) for a daily Auction Period, the first Business 
Day of the month immediately succeeding such Auction Period, and (c) for a Flexible Auction 
Period of (i) seven or more but fewer than 183 days, the Business Day immediately following 
such Flexible Auction Period, or (ii) 183 or more days, each semiannual date on which interest 
on the Bonds would be payable i f  such Bonds bore interest at a fixed rate of interest and on the 
Business Day immediately following such Flexible Auction Period; and (v) with respect to any 
Bond, the Conversion Date (including the date o f a  failed Conversion) or the effective date o f a  
change to a new Long ‘Term Rate Period for such Bond. In any case, the final Interest Payment 
Date will be the maturity date of the Bonds. ! 
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“Iriferest Perios’ means for all Bonds (or for any Bond i f  tlie Interest Rate Mode is the 
Flexible Rate) the period from and including each Interest Payment Date to and including the 
day iinniediately preceding tlie next Interest Payment Date, provided, however that the first 
Interest Period for the Bonds will begin 011 (and include) the date of issuance of the Bonds and 
the final Interest Period will end on January .31,2026 with respect to the Carroll County Bonds 
and February 28,2037 with respect to the Trimble County Bonds. 

“Interest Role Mode” ineans the Auction Rate, the Flexible Rate, tlie Daily Rate, the 
Weekly Rate, the Semi-Annual Rate, the Annual Rate and the L,ong Term Rate. 

“Long Term Rare Period’ means any period established by the Company as hereinafter 
set forth under “Appendix E - Summary of Certain Provisions of the Bonds while Bearing 
Interest at a Flexible Rate, a Variable Rate or a L.ong Term Rate - Determination of Interest 
Rates for Interest Rate Modes - Lorirr Tern? Rates a ~ d L o r i p  Term Rofe Periods” and beginning 
on, and including, tlie Conversion Date to the L.ong Term Rate and ending on, and including, the 
day preceding the last Interest Payment Date for such period and, thereafter, each successive 
period of the same duration as the L.ong Term Rate Period previously established until the day 
preceding the earliest of the change to a different Long Term Rate Period, the Conversion to a 
different Interest Rate Mode or the niaturity of the Bonds. 

“Maxirmrriz Rafe” means the lesser of (i) the maximum interest rate permitted by 
applicable law or (ii) 15%. 

“Prevoilirig Market Coriclifioris” means, without limitation, the following factors: existing 
short-tenn or long-term niarltet rates for securities, the interest on which is excluded from gross 
income for federal income tax purposes; indexes of such short-term or long-term rates and the 
existing market supply and demand for securities bearing such short-term or long-term rates; 
existing yield curves for short-term or long-term securities for obligations of credit quality 
comparable to the Bonds, tlie interest on which is excluded from gross income for federal income 
tax purposes; general economic conditions; industry economic and financial conditions that may 
affect or be relevant to the Bonds; and such other facts, circumstances and conditions as the 
Reniarlteting Agent, in its sole discretion, determine to be relevant. 

“Puicl7nse Doff” means any date on which Bonds are to be purchased on tlie demand of 
the registered owners thereof or are subject to mandatory purchase as described in the Indenture. 

“Semi-iimzml Rote Period’ m a n s  any period beginning on, and including, the 
Conversion Date to the Semi-Annual Rate, and ending on, and including, tlie day preceding the 
first Interest Payment Date tliereafter and each successive six-month period thereafter beginning 
on and including an Interest Payment Date and ending on and including the day next preceding 
the next Interest Payment Date until tlie day preceding the earlier of the Conversion to a different 
Interest Rate Mode or the maturity of the Bonds. 

“JVeelcly Rote Period” means the period beginning on, and including, the Conversion 
Date to the Weekly Rate, and ending on, and including, the next Wednesday, and thereafter the 
period beginning on, and including, any Thursday and ending on, and including, the earliest of 



the next Wednesday, tlie day preceding the Conversion to a different Interest Rate Mode or tlie 
maturity of the Bonds. 

Summary of Certain Provisions of the Bonds 

The Bonds initially will bear interest at an Auction Rate accruing from the lssue Date, at 
a rate established by the Underwriter on or prior to tlie Issue Date. Thereafter, the Auction Rate 
for each Auction Period (as defined in Appendix B hereto) will equal the interest rate determined 
pursuant to the Auction Procedures set forth in Appendix B; provided that such interest rate will 
not exceed tlie Maximum Rate,. The Bonds will bear interest at the applicable Auction Rate until 
they are converted to a Variable Rate, Flexible Rate or Long Term Rate. Following tlie Initial 
Period (as defined herein), the Bonds will be in a seven-day Auction Period. During any Auction 
Period, tlie Bonds may he converted among flexible, daily, seven-day, ZX-day, 35-day, three 
month or six month periods. 

During any Auction Period, the Bonds will bear interest at the Auction Rate determined 
pursuant to the Auction Procedures. The Auction Rate for any initial Auction Period 
immediately after either any conversion to an Auction Period or a mandatory purchase of Bonds 
pursuant to the Indenture will be tlie rate of interest per annum determined and certified to tlie 
Trustee (with a copy to the Bond Registrar, Paying Agent and the Company) by the initial 
Broker-Dealer on a date not later than tlie effective date of such conversion or the date of such 
mandatory purchase, as the case may be, as the minimum rate of interest which, in the opinion of 
the initial Broker-Dealer, would be necessary as ofthe date of such conversion or the date of 
such mandatory purchase, as the case may be, to market Bonds in a secondary market transaction 
at a price equal to the principal amount thereof; provided that such interest rate will not exceed 
the Maximum Rate. 

Ifthe Auction Agent fails to calculate or, for any reason, fails to provide the Auction Rate 
on the Auction Date, for any Auction Period (i) if the preceding Auction Period was a period of 
35 days or less, (A) a new Auction Period shall be established for the same length of time as the 
preceding Auction Period, i f  the failure to make such calculation was because there was not at 
the time a duly appointed and acting Auction Agent or Broker-Dealer, and the Auction Period 
Rate for tlie new Auction Period shall be 80% of the lndex ifthe Index is ascertainable on such 
date (by the Auction Agent, if there is at the time an Auction Agent, or the'Trustee, i fa t  the time 
there is no Auction Agent) or, (B) if tlie failure to make such calculation was for any other 
reason or i f  tlie Index is not ascertainable on such date, the prior Auction Period shall be 
extended to the seventh day following the day that would have been the last day of the preceding 
Auction Period (or ifsucli seventh day is not followed by a Business Day then to the next 
succeeding day that is followed by a Business Day) and the Auction Per.iod Rate for tlie period 
as so extended shall be the same as tlie Auction Period Rate for tlie Auction Period prior to tlie 
extension, and (ii) ifthe preceding Auction Period was a period of greater than 35 days, (A) a 
new Auction Period shall be established for a period that ends on the seventh day following tlie 
day that was the last day ofthe preceding Auction Period, (or i f  such seventh day is not followed 
by a Business Day then to tlie next succeeding day which is followed by a Business Day) ifthe 
failure to make such calculation was because there was not at the time a duly appointed atid 
acting Auction Agent or Broker-Dealer, and tlie Auction Period Rate for the new Auction Period 
shall be 100% ofthe lndex ifthe Index is ascertainable on such date (by the Auction Agent, if I 



there is at the time an Auction Agent, or the Trustee, if at the time there is no Auction Agent) or, 
(B) if the failure to make such calculation was for any other reason or if the Index is not 
ascertainable on such date, the prior Auction Period shall be extended to the seventh day 
following the day that would have been the last day of the preceding Auction Period (or if such 
seventh day is not followed by a Business Day then to the next succeeding day that is followed 
by a Business Day) and the Auction Period Rate for the period as so extended shall be the same 
as the Auction Period Rate for tlie Auction Period prior to the extension, If a new Auction 
Period is established as set forth in clause (ii) (A) above, an Auction shall be held on the last 
Business Day of the new Auction Period to determine an Auction Rate for an Auction Per'iod 
beginning on tlie Business Day immediately following the last day of the new Auction Period 
and ending on the date on which the Auction Period otherwise would have ended had there been 
no new Auction Period or Auction Periods subsequent to the last Auction Period for which a 
Winning Bid Rate had been determined. If an Auction Period is extended as set forth in clause 
(i) (B) or (ii) (B) above, an Auction shall be held on the last Business Day ofthe Auction Period 
as so extended to determine an Auction Rate for an Auction Period beginning on the Business 
Day immediately following the last day of the extended Auctioii Period and ending on the date 
on which the Auction Period otherwise would have ended had there been no extension of the 
prior Auction Period. 

Notwithstanding the foregoing, neither new nor extended Auction Periods shall total 
more than 35 days in the aggregate. If at the end of the 35 days the Auction Agent fails to 
calculate or provide the Auction Rate, or there is not at the time a duly appointed and acting 
Auction Agent or Broker-Dealer, the Auction Period Rate shall be the Maximum Rate, 

If there is a failed conversion from an Auction Period to any other period or if there is a 
Failure to change the length of the current Auction Period due to the lack of Sufficient Clearing 
Bids at the Auction on the Auction Date for the first new Auction Period, the Auction Period 
Rate for the next Auction Period shall be the Maxiilium Rate and the Auction Period shall be a 
seven-day Auction Period. 

An Auction to determine the interest rate for the next succeeding Auction Period will be 
held on each Auction Date. The procedure for subniitting orders prior to the Submission 
Deadline (as defined i n  Appendix B) on each Auction Date is described in Appendix B, as are 
the particulars regarding the determination of the Auction Rate and the allocation oftlie Bonds. 

The Company, may, from time to time 011 the Interest Payment Date inmediately 
following the end of any Auction Period, change the length of the Auction Period with respect to 
all of the Bonds of a Series among daily, seven-days, 28-days, 35-days, three months, six months 
or a Flexible Auction Period in order to accommodate economic and financial factors that may 
affect or be relevant to the length oftlie Auction Period and the interest rate borne by such 
Bonds. The Company shall initiate the change in the length of the Auction Period by giving 
written notice to the Issuer, the Trustee, the Auction Agent, the Broker-Dealers and DTC that the 
Auction Period shall change if the conditions described herein are satisfied and the proposed 
effective date of the change, at least I O  Business Days prior to the Auction Date for such Auction 
Period. 
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Any such changed Auction Period shall be for a period of one day, seven-days, Z-days,  
35-days. three months, six months or a Flexible Auction Period and shall be for all of the Bonds 
of such Series. 

Tlie change in length ofthe Auction Period shall take effect only if Sufficient Clearing 
Bids exist at the Auction on the Auction Date for such new Auction Period. For purposes of.the 
Auction for such new Auction Period only, except to the extent any Existing Holder submits an 
Order with respect to such Bonds of any Series, each Existing Holder shall be deemed to have 
submitted Sell Orders with respect to all of its Bonds of such Series if tlie change is to a longer 
Auction Period and a Hold Order if the change is to a shorter Auction Period. If there are not 
Sufficient Clearing Bids for the first Auction Period, the Auction Rate for the new Auction 
Period shall be the Maximum Rate, and the Auction Period shall be a seven-day Auction Period 

Tlie Auction Agent, at the direction ofthe Company, may specifi an earlier or later 
Auction Date (but in  no event more than five Business Days earlier or later) than the Auction 
Date that would otherwise be determined in accordance with tlie definition of “Auction Date” in 
order to conform with then current market practice with respect to similar securities or to 
accommodate economic and financial factors that may affect or be relevant to the day of the 
week constituting an Auction Date and the interest rate borne by the Bonds,, The Auction Agent 
shall provide notice of the Company’s direction to specify an  earlier Auction Date for an Auction 
Period by means o f a  written notice delivered at least 45 days prior to the proposed changed 
Auction Date to the ‘Trustee, the Issuer, tlie Company and the Broker-Dealers with a copy to 
DTC. In the event the Auction Agent is instructed to specify an earlier Auction Date, the days of 
the week on which an Auction Period begins and ends, tlie day ofthe week on which a Flexible 
Auction Period ends and the Interest Payment Date relating to a Flexible Auction Period shall be 
adjusted accordingly. 

If, in the opinion of tlie Auction Agent and the Broker-Dealers, there is insufficient notice 
of an unscheduled holiday to allow the efficient implementation of the Auction Procedures set 
forth herein, tlie Auction Agent and the Broker-Dealers may, as they deem appropriate, set a 
different Auction Date and adjust any Interest Payment Dates and Auction Periods affected by 
such unscheduled holiday,. 

For a more detailed discussion of the Bonds and the Auction Procedures to be used to 
determine the Auction Rate, see Appendix B to this Official Statement,. 

Conversion of Interest Rate Modes 

Me!/iodof Coirvewioii. ‘The Interest Rate Mode for the Bonds is subject to Conversion 
from time to time, in whole but not in part, on the dates specified below under “Limitations on 
Conversion,” at tlie option of the Company, upon notice from the Bond Registrar to tlie 
registered owners of the Bonds, as described below. With any notice of Conversion, tlie 
Company must also deliver to the Bond Registrar and the Bond Insurer an opinion of Bond 
Counsel stating that such Conversion is authorized or permitted by tlie Act and is authorized by 
the Indenture and will not adversely affect the exclusion from gross income of.interest on the 
Bonds for federal income tax purposes, other than a Conversion from the Daily Rate Period to 
the Weekly Rate Period or from tlie Weekly Rate Period to the Daily Rate Period., 
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Lirnifafior7s on Coriiwrsio/i. Any Conversion of tlie Interest Rate Mode for the Bonds 
must be in compliance with the following conditions: (i) the Conversion Date must be a date on 
which the Bonds are subject to optional redemption (see “Redemptions - Opfiond Rede/np/ior7” 
below); provided that any Conversion from the Daily Rate Period to a Weekly Rate Period or 
from the Weekly Rate Period to the Daily Rate Period must be on a Thursday and, i f  the 
Conversion is to or from an Auction Rate Period, the Conversion Date must be tlie last Interest 
Payment Date in respect of that Auction Rate Period; (ii) if the proposed Conversion Date would 
not be an Interest Payment Date but for the Conversion, the Conversion Date must be a Business 
Day; (iii) if the Conversion is from the Flexible Rate, (a) the Conversion Date may be no earlier 
than the latest Interest Payment Date established prior to the giving of notice to the Remarketing 
Agent of such proposed Conversion and (b) no further Interest Payment Date niay be established 
while the lnterest Rate Mode is tlien the Flexible Rate if such Interest Payment Date would occur 
after the effective date of that Conversion; and (iv) after a detemiination is made requiring 
mandatory redemption of all Bonds pursuant to the Indenture (see “Redemptions” below), no 
cliange in the Interest Rate Mode may be made prior to such mandatory redemption, Before the 
Company niay convert the Interest Rate Mode for Bonds from the Auction Rate to any other’ 
Interest Rate Mode, the Company must first obtain the written consent of the Bond Insurer to 
that Conversion and, unless such conversion is to a L.ong-Term Rate Period fixed to maturity, the 
Bond Insurer may require that the Company obtain a liquidity facility. 

Nofice /o  Owners of Co/7versior7 oflrifer.es/ Rate Mode” The Bond Registrar will notify 
each registered owner of the Conversion by first class mail at least 15 days (30 days in the case 
of Conversion fi-om or to the Semi-Annual Rate, the Annual Rate or a Long Term Rate) but not 
more than 45 days before each Conversion Date. The notice will state those matters required to 
be set forth therein under the Indenture. 

Carice//a/iori o/Conver.rioii o/lnfe/.est Rate Mode, Notwithstanding the foregoing, no 
Conversion will occur if (A) the Remarketing Agent has not determined the initial interest rate 
for the new Interest Rate Mode in  accordance with the terms of the Indenture, (B) the Bonds that 
are to be purchased are not reniarlceted or sold by the Remarketing Agent, or (C) the Bond 
Registrar receives written notice from Bond Counsel prior to the opening of business on the 
effective date of Conversion to the effect that the opinion of such Bond Counsel required under 
the Indenture has been rescinded. If such Conversion fails to occur, such Bonds in the Auction 
Rate will reniaiii in  such Interest Rate Mode and Bonds in any other Interest Rate Mode will 
automatically be converted to the Weekly Rate (with the first period acijusted in length so that the 
last day of such period will be a Wednesday) at the rate determined by the Remarketing Agent 
on the failed Conversion Date; provided, that there must be delivered to the Issuer, the Trustee, 
the Bond Registrar, the Tender Agent, tlie Company, the Bond Insurer and the Remarketing 
Agent, an opinion of Bond Counsel to the effect that determining the interest rate to be borne by 
the Bonds at a Weekly Rate is authorized or permitted by the Act and is authorized under the 
Indenture and will not adversely affect the exclusion from gross income of interest on the Bonds 
for federal income tax purposes. If such opinion is not delivered on the failed Conversion Date, 
the Bonds will bear interest for a Rate Period of the same type and of substantially the same 
length as the Rate Period i n  effect prior to the failed Conversion Date at a rate of interest 
deteniiined by the Remarketing Agent on the failed Conversion Date (or if shorter, the Rate 
Period ending on the date before the maturity date); provided that i f  the Bonds then bear interest 
at the L.ong Temi Rate, and if such opinion is not delivered on the date which would have been 
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the effective date o f a  new Long Term Rate Period, the Bonds will bear interest at the Annual 
Rate, commencing on such date, at an Annual Rate determined by the Remarketing Agent on 
such date. I f  the proposed Conversion of Bonds fails as described herein, any mandatory 
purchase of such Bonds will remain effective. 

Purchases o f  Bonds on Demand o f  Owner 

! 

As iiiitially issued, the Bonds will bear interest at the Auction Rate and as a result will not 
be subject to purchase on demand ofthe owners thereof: When the Interest Rate Mode is other 
than the Auction Rate, the Bonds are subject to purchase on the demand ofthe owners thereof as 
described in Appendix E .  

Mandatory Purchases o f  Bonds 

n/(ni7dutor~ Purchnse oii A l l  Coi7vei-sioi1 Dates 01' Cl7nnpe bv lhe Coiimain~ ii7 Lone Term 
Rute Period. The Bonds will be subject to mandatory purchase at  a purchase price equal to the 
principal amount thereof, plus, i f  the liiterest Rate Mode is the Long Term Rate, the redemption 
premium, if any, which would be payable as described under "Redemptions - O~tioitnl 
Redeeniptioi?' below, if the Bonds were redeemed on the Purchase Date (A) on each Conversion 
Date and (B) on the effective date ofany change by the Company of the Long Term Rate Period. 
Such tender and purchase will be required even ifthe change in Long Term Rate Period ot  the 
Conversion is canceled pursuant to the Indenture. For a description of provisions applicable to 
Interest Rate Modes other than the Auction Rate, see Appendix E. 

Notice to Oivneis ofMni7dutor-v Pzrrchuses,, Notice to owners ot'a mandatory purchase of 
Bonds on a Conversion Date or upon a change in Long 'Term Rate Period will be given by the 
Bond Registrar, together with the notice of such Conversion or change of Long Term Rate 
Period, as applicable, by first class mail at least 15 days (30 days in the case of Conversion from 
or to the Auction Rate, the Semi-Annual Rate, the Annual Rate or the Long Term Rate or in the 
case o f a  change in the Long 'Term Rate Period) but not more than 45 days before each 
Conversion Date or each effective date of a change in the Long 'Term Rate Period. 'The notice of 
mandatory purchase will state those matters required to be set forth therein under the Indenture. 

Remarketing and Purchase of Bonds 

'The Indenture provides that, subject to the terms of a Remarketing Agreement with the 
Company, the Remarketing Agent will use its commercially reasonable best efforts to offer for 
sale Bonds purchased upon demand of the owners thereof and, uiiless otherwise instructed by the 
Company, upon mandatory purchase, provided that Bonds will not be remarketed upon the 
occurr'ence and continuance of certain Events of Default under the Indenture, except in the sole 
discretion of the Remarketing Agent. Each such sale will be at a price equal to the principal 
amount thereof, plus interest accrued to the date of sale. 'The Remarketing Agent, the 'Trustee, 
the Paying Agent, the Bond Registrar or the Tender Agent each may purchase any Bonds offered 
for sale for its own account. 

The purchase price of Bonds tendered for purchase will be paid by the lender  Agent 
from moneys derived fkom the remarketing ofsuch Bonds by the Remarketing Agent and, ifsuch i 
remarketing proceeds are insufficient, from moneys made available by the Company. The 
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Company is obligated to purchase any Bonds tendered for purchase to the extent such Bonds 
have not been remarketed. Any such purchases by the Company will not result in the 
extinguishment of the purchased Bonds. The Company currently maintains lines of credit or 
other liquidity facilities in  amounts determined by it to be sufficient to meet its current needs and 
expects to continue to maintain such lines of credit or other liquidity facilities from time to time 
to the extent determined by it to be necessary to meet its then-cur-rent needs. The Trustee, any 
Paying Agent, the Tender Agent and the owners of the Bonds have no right to draw under any 
line of credit or other liquidity facility maintained by the Company. There is no provision in the 
Indenture or tlie L,oan Agreement requiring tlie Company to maintain such financing 
arrangements which may be discontinued at any time without notice. The Bond Insurance Policy 
is 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 tlie Remarketing Agent’s 
failure to deliver remarketing proceeds of a11 Bonds with respect to which the Remarketing 
Agent notified tlie 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 tlie opening of business 
on such next succeeding Business Day. If sufficient funds are not available for tlie 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 Indenture if sufficient hiids 
have been provided in a timely manner 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 o f 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 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), i n  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 tlie 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), i n  the case of Bonds 
delivered for purchase during a Semi-Annual Rate Period, Annual Rate Period or L.ong 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 payinent of tlie purchase price must be accompanied by an 
instrument of transfer thereof in foIm satisfactory to the Tender Agent executed i n  blank by tlie 
registered owner thereof and with all signatures guaranteed. The Tender Agent may refuse to 
accept delivery of any Bond for which an instniinent of transfer satisfactory to it has not been 
provided and has no obligation to pay the purchase price of sucli Bond until a satisfactory 
instrument is delivered. 

If  tlie registered owner of any Bond (or portion thereof) that is subject to purchase 
pursuant to the Indenture fails to deliver sucli Bond with an appropriate instrument of transfer to 
tlie Tender Agent for purchase on the Purchase Date, and if tlie Tender Agent is iii receipt of the 
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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, 

I 

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 

Optiorial Redemulion 

(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 ofthe 
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% ofthe 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 redeniption 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 ofthe Company, 
in whole or in part, at a redemption price of 100% ofthe 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% ofthe 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% oftlie 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 ofthe Issuer, upon the written direction of the  
Company, in whole or in part, (A) on the final Inkiest Payment Date for the then current Long 
'Term Rate Period at a redemption price of 100% ofthe 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 

redemption date: 
at the redemption prices set forth below, plus in each case interest accrued, if any, to the ( 
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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 First Interest Payment 100% 
10 years Date on or after the tenth 

anniversary of 
commencement of L.ong 
Term Rate Period 

Less than 10 years Non-callable Non-callable 

Subject to certain conditions, including provision of an opinion of Bond Counsel that a change iii 
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 he revised, effective as of the Coiiversioii 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 
Remarlteting Agent in its 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. 

Extrnordiriorv Oatioi7nl Redemptioii in Wltole. 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 ofwritten notice by the Company to the Trustee of such election: 

(i) if i n  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 judgincnt of the Company, to render the Project or such other propeity 
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 thcjudgment of the 
Company, to render the Project or such other property of the Company unsatisfactory to 
the Company for its intended use; 
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(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 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  
solid waste abatement, control and disposal requirements, have occurTed 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 
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 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 canying 
on its normal operations at such Generating Station for a period of six months. 

Exiroordi~7on1 Oprionol Redemution if7 Whole or ii7 Pat[. ‘The Bonds are also subject to 
redemption in whole or in part at 100% of the principal amount thereof plus accrued interest to 
the iedemption date at the option ofthe 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 ofdamage, 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 ofthe 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., 

Monchtorv Redenir>tioi7; Determinotion o/ Toxabilitv. The Bonds are required to he 
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 forniet iegistered 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 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 i 
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inaccuracy of any representation contained in the L.oan 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 curTent 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 (€3) (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 01 
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 otlier proceedings relating 
to the Bonds being conducted by the Internal Revenue Service, the party so put on notice is 
r,equired to give immediate written notice to the other parties of such matters. Promptly upon 
learning of the occurrence of a Determination of Taxability (whcther 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 L.oan Agreement or any other agreement or certificate delivered i n  
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, ifthe lien of the Indenture is discharged or 
defeased prior to the occurxiice of a final Determination of Taxability, Bonds will not be 
redeemed as described lierein 

Ge17errd Redenicllion 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 ifthe Interest Rate 
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Mode for the Bonds is 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 ofwhether 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 ofthe 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 tlie full redemption price for 
tlie 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 

Poriiotis o j  h e ,  followitig itfor iiiaiioii coticeIi7iiig DTC atid Dl‘C ‘s book-et7ity-oidj~ 
systetn Iiuve been obioitiedjioin DTC. Tl7e Issuer., the Coii7pany arid the Uiiderwriter iiioke 170 

repi-esei7tatioti os io the acczirocy of siich it7jorinatioit. 

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 tlie New York 
Banking Law, a member of.tlie Federal Reserve System, a “clearing cotporation” 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 (tlie 
“Exchange Act”),, DTC holds and provides asset servicing for over 2..2 million issues 0fU.S. 
and non-U.S. equity, corporate and municipal debt issues, and money market instruments from 
over 100 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-U ,S ,  securities brokers 
and dealers, banks, trust companies, clearing corporations, 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, Fixed Income Clearing Corporation, and Emerging 
Markets Clearing Corporation (NSCC, FICC, 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 b1oker.s and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, i 
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either directly or indirectly (“Indirect Participants” and, together with “Direct Participants,” 
“Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable 
to its Participants are on file with the SEC., More infomiation about DTC can be found at 
www.dtcc.com and www.dtc.org. 

Purchases of the Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest 
of each actual purchaser of each Bond (“Beneficial Owner”) is in  turn to be recorded on the 
Direct and Indirect Participants’ records. Beneficial Owners will not receive written 
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or liidirect Participant through which the Beneficial Owner entered into 
the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries 
made on the books of Direct or Indirect Participants acting on behalf of Beneficial Owners., 
Beneficial Owners will not receive certificates representing their ownership interests in the 
Bonds, except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC 
are registered in the name of DTC’s partnership nominee, Cede & Co., or such otlier name as 
may be requested by an authorized representative of DTC. The deposit of Bonds with DTC and 
their registration in the name of Cede & Co. or such other nominee do not effect any change in 
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; 
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds 
are credited, wliich may or may not be the Beneficial Owners, The Direct and Indirect 
Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by 
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 
Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time 

Redemption notices shall be sent to DTC, If less than all ofthe Bonds are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct 
Participant to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with 
respect to tile Bonds unless authorized by a Direct Participant in accordance with DTC’s 
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as 
possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting 
rights to those Direct Participants to whose accounts the Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Principal and interest payments on the Bonds will be made to Cede & Co. or such other 
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to 
credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail 
information from the Issuer or the Trustee on the payable date i n  accordance with their 
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respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners 
will be governed by standing instructions and customary practices, as is the case with securities 
held for the accounts of customers in bearer form or registered in “street name,” and will be the 
responsibility of such Participant and not of DTC nor its nominee, the ‘Trustee, the Company or 
the Issuer, subject to any statutory or regulatory requirements as may be in effect from time to 
time. Payment of principal and interest to Cede & Co, (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility ofthe Issuer or the 
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, 
and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct 
and Indirect Participants, 

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, 
through its Participant, to the Tender Agent, and shall effect delivery of such Bonds by causing 
the Direct Participant to transfer the Participant’s interest in the Bonds, on DTC’s records, to the 
Tender Agent. ‘The requirement for physical delivery of Bonds in connection with a demand for 
purchase or a mandatory purchase will be deemed satisfied when the ownership rights in the 
Bonds are transferred by Direct Participants on DTC’s records and followed by a book-entry 
credit of tendered Bonds to the ‘lender Agent’s D’TC account. 

DTC may discontinue providing its services as securities depository with respect to the 
Bonds at any time by giving reasonable notice to the Issuer, the Company, the Tender Agent and 
the ‘Trustee, or the Issuer, at the request ofthe Company, may decide to discontinue use ofthe 
system of book-entry-only transfers through DTC (or a successor securities depository for the 
Bonds),. Under such circumstances, in the event that a successor securities depository is not 
obtained, bond certificates are required to be printed and delivered as described in the Indenture 
(see “Summary of the Bonds - Book-Entry-Only System - Revision ofBook-EnhY-O,l/v 
Svs/erilt. Reducemen/ Bonds” below),. ‘The Beneficial Owner, upon registration of certificates 
held in the Beneficial Owner’s name, will become the registered owner of the Bonds. 

So long as Cede & Co. is the registered owner of the Bonds, as nominee of DTC, 
references herein to the registered owners ofthe Bonds will mean Cede & Co. and will not mean 
the Beneficial Owners. Under the Indenture, payments made by the ‘Trustee to DTC or its 
nominee will satisfy the Issuer’s obligations under the Indenlure and the Company’s obligations 
under the Loan Agreement, to the extent of the payments so made,, Beneficial Owners will not 
be, and will not be considered by the Issuer or the Trustee to be, and will not have any rights as, 
owners of Bonds under the Indenture. 

The ‘Trustee and the Issuer, so long as a book-entry-only system is used for the Bonds, 
will send any notice of redemption or of proposed document amendments requiring consent of 
registered owners and any other notices required by the document (including notices of 
Conversion and mandatory purchase) to be sent to registered owners only to DTC (or any 
successor securities depository) or its nominee. Any failure of’DTC to advise any Direct 
Participant, or of any Direct Participant or Indirect Participant to notify the Beneficial Owner, of 
any such notice and its content or effect will not affect the validity ofthe redemption of the 
Bonds called for redemption, the document amendment, the Conversion, the mandatory purchase 
or any other action premised on that notice,. 
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The Issuer, the Company, the Trustee and the IJnderwriter cannot and do not give any 
assurances that DTC will distribute payments on the Bonds made to DTC or its nominee as the 
registered owner or any redemption or other notices, to the Participants, or that the Participants 
or others will distribute such payments or notices to the Beneficial Owners, or that they will do 
so on a timely basis, or that DTC will serve and act in the manner described in this Official 
Statement. 

THE ISSUER, THE COMPANY, THE UNDERWRITER AND THE TRUSTEE W1L.L 
HAVE NO RESPONSIBIL.ITY OR OBL.IGAT1ON TO ANY DIRECT PARTICIPANT, 
INDIRECT PARTICIPANT OR ANY BENEFICIAL, OWNER OR ANY OTHER PERSON 
NOT SHOWN ON THE. REGISTRATION BOOKS OF THE TRUSTE.E. AS BE.WG A 
REGISTERED OWNER WITH RESPECT TO: (1) THE. ACCURACY OF ANY RECORDS 
MAlNTAlNED BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT; 
(2) THE PAYMENT OF ANY AMOUNT DUE BY DTC TO ANY DIRECT PARTICIPANT 
OR BY ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT TO ANY 
BENEFICIAL 0WNE.R IN RESPECT OF THE. PRINCIPAL. AMOUNT OR REDE.MPTlON 
OR PURCHASE PRICE OF OR INTERE.ST ON THE. BONDS; (3) THE DE.LIVERY OF ANY 
NOTICE BY DTC TO ANY DIRECT PARTICIPANT OR BY ANY DIRECT PARTICIPANT 
OR INDIRECT PARTICIPANT TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR 
PERMITTED TO BE. GIVEN TO REGISTERED OWNE.RS UNDE.R THE TE.RMS OF THE 
INDENTURE.; (4) THE SE.LE.CTION OF THE BENEFICIAL OWNERS TO RECEIVE. 
PAYMENT IN THE. E.VENT OF ANY PARTIAL REDE.MPTlON OF THE BONDS; OR (5) 
ANY CONSE.NT GIVEN OR OTHER ACTION TAKEN BY DTC AS RE.GlSTE.RED 
OWNER. 

Revision 01 Bookc-Ei7cr.v-Oidv Svstern; Realncermwf Boiids. In the event that DTC 
determines not to continue as securities depository or is removed by the Issuer, at  the direction of 
the Company, as securities depository, the Issuer, at the direction of the Company, may appoint a 
successor securities depository reasonably acceptable to the Trustee. If the Issuer does not or is 
unable to appoint a successor securities depository, tlie Issuer will issue and the Trustee will 
authenticate and deliver fully registered Bonds, in authorized denominations, to the assignees of 
DTC or their nominees., 

I n  the event that the book-entry-only system is discontinued, the following provisions 
will apply. The Bonds may be issued in denominations of $1,000 and integral multiples thereof, 
if the Interest Rate Mode is the Auction Rate; in  denominations of $5,000 and integral multiples 
thereof, if the Interest Rate Mode is the Semi-Annual Rate, the Annual Rate or the L,ong Term 
Rate; in  denominations of $100,000 and integral multiples of $5,000 in excess thereof, i f  the 
Interest Rate Mode is the Flexible Rate; and in denominations of $100,000 and integral multiples 
thereof, if the Interest Rate Mode is the Daily Rate or the Weekly Rate; provided, that, (i) if the 
Carroll County Bonds bear inteiest at  the Daily Rate or the Weekly Rate, one Carroll County 
Bond may be in the denomination of, or include an additional $75,000, and (ii) if the Trinible 
County Bonds bear interest at (A) the Flexible Rate, the Semi-Annual Rate, tlie Annual Rate or 
the L.ong Term Rate, one Triinble County Bond may be in the denomination of, or include an 
additional $2,000, and (B) the Daily Rate or the Weekly Rate, one Triinble County Bond may be 
i n  the denomination of, or include an additional $27,000. Bonds may be transferred or 
exchanged for an equal total amount of Bonds of other authorized denominations upon surrender 
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of such Bonds at the principal office ofthe Bond Registrar, accompanied by a written instrument 
of transfer or authorization for exchange in form and with guaranty of signature satisfactory to 
the Bond Registrar, duly executed by the registered owner or the owner’s duly authorized 
attorney. Except as provided in the Indenture, the Bond Registrar will not be required to register 
the transfer or exchange of any Bond during the fifteen days before any mailing o f a  notice of‘ 
redemption, after such Bond has been called for redemption in whole or in part, or after such 
Bond has been tendered or deemed tendered for optional or mandatory purchase as described 
under “Purchases of Bonds on Demand of Owner” and “Mandatory Purchases of Bonds.” 
Registration of transfers and exchanges will be made without charge to the owners of Bonds, 
except that the Bond Registrar may require any owner requesting registration of transfer or 
exchange to pay any required tax or governmental charge. 

Security; Limitation on Liens 

Payment of’ the principal of and interest and any premium on the Bonds will be secured 
by an assignment by the Issuer to the Trustee of tile Issuer’s interest in and to the Loan 
Agreement and all payments to be made pursuant thereto (other than certain indemnification and 
expense payments). Pursuant to the Loan Agreement, the Company will agree to pay, among 
other things, amounts sufficient to pay the aggregate principal amount of and premium, if any, on 
the Bonds, together with interest thereon as and when tlie same become due. The Company 
further will agree to make payments of the purchase price of the Bonds tendered for purchase to 
the extent that funds are not otlierwise available therefor under the provisions of tlie Indenture. 

As of the date hereof, all of the Company’s outstanding long-term debt obligations are 
unsecured general obligations of the Company, ranking on a parity with the Company’s 
obligations under the Loan Agreement to make payments on the Bonds.. 

In the Loan Agreement, the Company will covenant that i t  will not issue, assume or 
guarantee any debt for bor.r.owed money secured by any mortgage, security interest, pledge, or 
lien (“mortgage”) on any of the Company’s operating property (as defined below), whether the 
Company owns it at the date hereofor acquires i t  later, unless the Company similarly secures its 
obligations under the Loan Agreement to make payments to the Trustee in sufficient amounts to 
pay the principal of; premium, ifany, and interest required to be paid on the Bonds. This 
restriction will not apply to: 

. mortgages on any property existing at the time the Company acquires the property 
or at tlie time the Company acquires the corporation owning the property; 

. purchase money mortgages; 

. specified governmental mortgages; or 

. any extension, renewal or replacement (or successive extensions, renewals or 
replacements) of any moi’tgage referred to in the three clauses listed above, so 
long as the principal amount of indebtedness secured under this clause and not 
otherwise authorized by the clauses listed above, does not exceed the principal 
amount of indebtedness secured at the time ofthe extension, renewal or 
replacement. 

( 
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I n  addition, tlie Company can also issue secured debt so long as the amount of tlie 
secured debt does not exceed tlie greater of 10% of net tangible assets or 10% of capitalization 

The Company will not, so long as any of the Bonds are outstanding, issue, assume, 
guarantee or permit to exist any debt of the Company secured by a mortgage, the creditor of 
which controls, is controlled by, or is under common control with, the Company. 

For purposes of this limitation on liens, “operating property” means (i) any interest in real 
property owned by the Company, and (ii) any asset owned by the Company that is depreciable in  
accordance with generally accepted accounting principles. 

The Bond Insurance Policy and the Bond Insurer 

Tlie inforniation relating to Ambac Assurance contained herein lias been furnished solely 
by Ambac Assurance. No representation is made by the Underwriter, the Remarketing Agent, 
the lssuer or tlie Company as to the accuracy or adequacy ofsuch information or as to the 
absence of material adverse changes in the condition of Ambac Assurance subsequent to the date 
liereof,, The following discussion does not purport to be complete and is qualified in its entirety 
by reference to tlie Bond Insurance Policy, a specimen of tlie form of which is attached hereto as 
Appendix D.  

Payment Pursuant to Bond Insurance Policy 

Ambac Assurance lias made a commitment to issue the Bond Insurance Policy relating to 
tlie Bonds effective as of the date of issuance of tlie Bonds, Under the terms of the Bond 
Insurance Policy, Ambac Assurance will pay to The Bank ofNew York, in New York, New 
York, or any successor thereto (the “insurance Trustee”), that portion of the principal of and 
interest on the Bonds that shall become “Due for Payment” but shall be unpaid by reason of 
“Nonpayment” by the “Obligor” (as such terms are defined in the Bond Insurance Policy). 
Ambac Assurance will make such payments to the Insurance Trustee on the later of the date on 
which such principal and/or interest becomes “Due for Payment” or within one Business Day 
following the date on which Anibae Assurance shall have received notice of Nonpayment from 
the Trustee. The insurance will extend for tlie term of the Bonds and, once issued, cannot be 
cancelled by Aiiibac Assurance. 

Tlie Bond Insurance Policy will insure payment only on the stated maturity date or upon 
special mandatory redemption on a determination of taxability, i n  tlie case of principal, and on 
stated dates for payment, in  tlie case of interest. If tlie Bonds become subject to other 
redemption and insufficient funds are available for redemption of all Outstanding Bonds, Aiiibac 
Assur’ance will remain obligated to pay principal of and interest on outstanding Bonds on tlie 
originally scheduled interest and principal payment dates In the event of any acceleration of the 
principal of the Bonds, the insured payments will be made at such times and in such amounts as 
would have been made had there not been an acceleration, except to the extent that Ambac 
Assurance elects, in its sole discretion, to pay all or a portion ofthe accelerated principal and 
interest accrued thereon to the date of acceleration (to the extent unpaid by the Obligor). Upon 
payment of all such accelerated principal and interest accrued to the acceleration date, Ambac 
Assurance’s obligations under the Bond Insurance Policy shall be fully discharged. 
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In the event the Trvstee has notice that any payment of principal of or interest on a Bond 
that has become Due for Payment and that is made to a Bondholder by or on behalf of the Issuer 
has been deemed a preferential transfer and theretofore recovered from its registered owner 
pursuant to the United States Bankruptcy Code in accordance with a final, non-appealable order 
o f a  court of competent jurisdiction, such registered owner will be entitled to payment from 
Ambac Assurance to the extent of such recovery if sufficient funds are not otherwise available. 

The Bond Insurance Policy does not insure any risk other than Nonpayment, 
Specifically, the Bond Insurance Policy does not cover 

(a) payment on acceleration, as a result o f a  call for redemption (other than a 
special mandatory redemption upon the occurrence of a determination of taxability as 
provided in the Bond Insurance Policy) or as a result of any other advancement of 
maturity; 

(b) 

(c) 

payment of any redemption, prepayment or acceleration premium; 

nonpayment of principal or interest caused by the insolvency or 
negligence ofthe Trustee, Paying Agent or Bond Registrar, if any; 

(d) loss relating to payments of the purchase price of Bonds upon tender by a 
registered owner thereof or any preferential transfer relating to payments of the purchase 
price of Bonds upon tender by a registered owner thereof; or 

(e) loss relating to payments made in connection with the sale of Bonds in 
connection with the sale of Bonds at Auctions or losses suffered as a result o f a  
Bondholder’s inability to sell Bonds,. 

Notwithstanding the foregoing, under the Bond Insurance Policy, the definition of “Due 
for Payment” is expanded to include date or dates of mandatory redemption of the Bonds, in 
whole or in part, pursuant to a final detemination of taxability as described herein under 
“Summary of the Bonds - Redemptions - Mandntorv Redenziition; Deter.mim7tioii of 
Tnxobilitv.” 

If it becomes necessary to call upon the Bond Insurance Policy, payment of any principal 
by the Bond Insurer requires surrender of applicable Bonds to the Insurance ‘Trustee, together 
with an appropriate instrument of assignment so as to perniit ownership of such Bonds to be 
registered in the name of Ambac Assurance to the extent of the payment under the Bond 
Insurance Policy. Payment of‘ interest pursuant to the Bond Insurance Policy requires proof of 
Bondholder entitlement to interest payments and an appropriate assignment of the Bondholder’s 
right to payment to Ambac Assurance. 

Upon payment of the insurance benetits to a Bondholder, Ambac Assurance will become 
the owner of the Bond or right to payment of principal or interest on such Bond and will be fully 
subrogated to the surrendering Bondholder’s rights to payment. 
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insurance Agreement with Company 

Ambac Assurance has agreed to issue the Bond Insurance Policy pursuant to the 
Insurance Agreement. Under the insurance Agreement, the Company is obligated to reimburse 
Ambac Assurance, immediately and unconditionally upon demand, for all payments made by 
Anibac Assurance under the terms of the Insurance Policy. The Company is also obligated to 
deliver certain collateral to the Trustee for the benefit oftlie bondholders and comply with 
certain financial and other covenants specified therein, The Insurance Agreement includes 
certain events of default, including tlie failure of the Company to pay amounts owed thereunder 
to Anibac Assurance, any breach by the Company of representations, warranties and covenants 
set forth therein and certain events of bankruptcy. if any such event of default should occur and 
be continuing, Ainbac Assurance may, among other things, notify the Trustee of such an event of 
default which would result in an “Event of Default” under the Indenture, See “Summary ofthe 
Indenture - Defaults and Remedies.” 

Ambac Assurance Corporation 

Ambac Assurance is a Wisconsin-domiciled stock insurance corporation regulated by the 
Office oftlie Commissioner of Insurance of the State of Wisconsin and is licensed to do business 
in 50 states, the District of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico 
and tlie U S  Virgin Islands, with admitted assets of approximately $10,194,000,000 (unaudited) 
and statutory capital of approximately $6,557,000,000 (unaudited) as of March 3 I ,  2007. 
Statutory capital consists of Ambac Assurance’s policyholders’ surplus and statutory 
contingency reserve. Standard & Poor’s Ratings Services, a division of The McGraw-Hill 
Companies, Inc., Moody’s Investors Service, Inc. (“Moody’s”) and Fitcli Ratings have each 
assigned a triple-A financial strength rating to Ambac Assurance. 

Anibac Assurance has obtained a ruling from the Internal Revenue Service to the effect 
that the insuring of an obligation by Anibac Assurance will not affect tlie treatment for federal 
income tax purposes of interest on such obligation and that insurance proceeds representing 
maturing interest paid by Anibac Assurance under policy provisions substantially identical to 
those contained in its financial guar’anty insurance policy sliall be treated for federal income tax 
purposes i n  tlie same manner as if such payments were made by the Issuer of the Bonds. 

Ambac Assurance makes no representation regarding the Bonds or the advisability of 
investing in  the Bonds and malm no representation regarding, 1101 has it participated in  tlie 
preparation of, this Official Statenient other than tlie information supplied by Anibac Assurance 
and presented under tlie heading “The Bond Insurance Policy and tlie Bond insurer” and in 
Appendix D. 

Available Information 

The parent company of Ambac Assurance, Anibac Financial Group, inc. (“AFG”), is 
subject to the informational requirements of the Exchange Act, and in accordance therewitli files 
reports, proxy statements and other information with the SE.C. These reports, proxy statements 
and other information can be read and copied at tlie SE.C’s public reference room at 100 F Street, 
N,E.,, Room 1580, Washington, D.,C. 20549. Please call the SEC at 1-800-SE.C-0330 for further 
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informatioil on the public reference room. The SEC maintains an intenlet site at 
littp://www,.sec.gov that contains reports, proxy and information statements and other 
information regarding companies that file electronically with the SEC, including AFG. ‘These 
reports, proxy statements and other information can also be read at the offices ofthe New York 
Stock Exchange, Inc. (the “NYSE”), 20 Broad Street, New York, New York 10005. 

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory 
accounting standards are available from Ambac Assurance. The address of Arnbac Assurance’s 
administrative offices is One State Street Plaza, 19th Floor, New York, New York 10004 and its 
telephone number is (2 12) 668-0340,, 

Incorporation of Certain Documents by Reference 

‘The following documents filed by AFG with the SEC. (File No,. 1-10777) are incorporated 
by reference in this Official Statement,, 

1) AFG’s Annual Report on Form 10-K for the fiscal year ended 
December 3 1,2006 and filed on March I ,  2007; 

AFG’s Current Report on Form 8-K dated and filed on April 25,2007; and 

AFG’s Quarterly Report on Form 10-Q for tlie fiscal quarterly period 
ended March 3 I ,  2007 and filed on May I O ,  2007, 

All documents subsequently filed by AFG pursuant to the requirements of the Exchange 
Act after the date ofthis Official Statement will be available for inspection in the same manner 
as described above in “Available Information.” 

2) 

3 )  

Summary of the Loan Agreement 

7/ie/ollo~~iiig, in addition io the provisions coiitaiiied elsewliere in this OJkial 
Siateiiietit, is a brief descriptioii of ceitain provisions OJ the Loan Agreenieril. Tliis description is 
only a s21i17171arj~ aiid does not purport io be coniplete arid r/e/iriitive. Rejereiice is riiade to ilie 
Loaii Agreeiiieiii /or the detailedptovisiom thereof 

Genera I 

The term of the Loan Agreement shall commence as of its date and end 011 the earliest to 
occur of(i)  February I ,  2026 with respect to the Carroll County Bonds and (ii) March 1,203’7 
with respect to tlie Trimble County Bonds, or the date on which all oftlie Bonds shall have been 
fully paid or provision has been made for such payment pursuant to the Indenture. See 
“Summary of the Indenture - Discharge of Indenture.” 

The Company has agreed to repay the loan pursuant to the Loan Agreement by making 
timely payments to the ‘Trustee in sufficient amounts to pay the principal of; premium, if any, 
and interest required to be paid on the Bonds on each date upon which any such payments are 
due. ‘The Company has also agreed to pay (a) the agreed upon fees and expenses ofthe ‘Trustee, 
the Bond Registrar, the Tender Agent and the Paying Agent and all other amounts which may be 
payable to the Trustee, the Bond Registrar, tlie Paying Agent, the Auction Agent and the Tender 

~ 
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Agent, as may be applicable, under the Indenture, (b) the expenses in connection with any 
redemption of the Bonds and (c) the reasonable expenses of the Issuer. 

The Company covenants and agrees with the Issuer that it will cause the purchase of 
tendered Bonds that are not reniarlceted in accordance with the Indenture and, to that end, tlie 
Company shall cause funds to be made available to the Tender Agent at the times and in the 
manner required to effect such purchases in accordance with the Indenture (see “Summary of the 
Bonds - Reinarketing and Purchase of Bonds”). 

All payments to be made by the Company to the Issuer pursuant to the Loan Agreement 
(except the fees and reasonable out-of+oclcet expenses of the Issuer, the Trustee, the Paying 
Agent, the Bond Registrar, the Tender Agent and the Auction Agent, and amounts related to 
indemnification) liave been assigned by the lssuer to the Trustee, and the Company will pay such 
amounts directly to the Trustee. The obligations of tlie Company to nialce tlie payments pursuant 
to the Loan Agreement are absolute and unconditional. 

Construction of the Project 

The Company has commenced construction and fabrication of the Project. For more 
information regarding the Project, see “The Projects.” Payments or reimbursement to the 
Company for the costs of construction of the Project will be made from moneys in the 
Coiistruction Fund (as hereinafter defined) upon requisition by the Company in accordance with 
tlie Loan Agreement. 

Maintenance of Tax Exemption 

The Company and the Issuer have agreed not to take any action that would result in the 
interest paid on the Bonds being included in gross income of any Bondholder (other than a 
holder who is a “substantial user” of tlie Project or a “related person” witbin tlie meaning of 
Section 147(a) of the Code) for federal income tax purposes or that adversely affects the validity 
of the Bonds. 

Limitation on Liens 

The Company has agreed that, so long as any of the Bonds are outstanding, it will not 
create, assume or guarantee debt for borrowed money secured by any mortgage, except as 
described above under “Security; Lhitation on L.iens.” 

Payment of Taxes 

The Company bas agreed to pay certain taxes and other goveriimental charges that may 
be lawfully assessed, levied or charged against or with respect to the Project (see, however, 
subparagraph (i)  under “Summary of the Bonds - Redemptions - Exfr.nor.dii7nr-v Op/ioi70/ 
Reden7pfioi7 in Wllole”). The Company may contest such taxes or other govemniental charges 
unless the security provided by the Indenture would be materially endangered., 

35 



Maintenance; Damage, Destruction and Condemnation 

So long as any Bonds are outstanding, the Company will maintain the Project or cause 
the Project to be maintained in good working condition and will make or cause to be made all 
proper repairs, replacements and renewals necessary to continue to constitute the Project as solid 
waste disposal facilities under Section 142(a)(6) of the Code and the Act,. However, the 
Company will have no obligation to maintain, repair, replace or renew any portion of the Project, 
the maintenance, repair, replacement or renewal of which becomes uneconomical to the 
Company because of certain events, including damage or destruction by a cause not within the 
Company’s control, condenmation of the Project, change in government standards and 
regulations, economic or other obsolescence or termination of operation of generating facilities 
to the Project. 

‘The Company, at its own expense, may remodel the Project or make substitutions, 
modifications and improvements to the Project as it deems desirable, which remodeling, 
substitutions, modifications and improvements shall be deemed, under the terms of the Loan 
Agreement to be a part of the Project. The Company may not, however, change or alter the basic 
nature ofthe Project or cause it to lose its status under Section 142(a)(6) of the Code and the Act,. 

If, prior to the payment of all Bonds outstanding, the Project or any portion thereof is 
destroyed, damaged or taken by the exercise of the power ofeminent domain and the Issuer or 
the Company receives net proceeds from insurance or a condemnation award in connection 
therewith, the Company shall ( i )  cause such net proceeds to be used to repair or restore the 
Project or (ii) take any other action, including the redemption ofthe Bonds in whole or in part at 
their principal amount, which, by the opinion of Bond Counsel, will not adversely affect the 
exclusion of the interest on the Bonds from gross income for federal income tax purposes. See 
“Summary of the Bonds - Redemptions - Estrno/dimv:,i Optio~nl Redetnption ir7 Wllole or in 
&,.” 

Insurance 

‘The Company will insure the Project in a manner consistent with general industry 
practice,. 

Assignment, Merger and Release of Obligations of the Company 

‘The Company may assign the Loan Agreement, pursuant to an opinion of Bond Counsel 
that such assignment will not adversely affect the exclusion of the interest on the Bonds from 
gross income for federal income Lax purposes, without obtaining the consent of either the issuer 
or the Trustee. Such assignment, however, shall not relieve the Company from priiiiary liability 
for any of its obligations under the Loan Agreement and performance and observance ofthe 
other covenants and agreements to be performed by the Company. ‘The Company may dispose 
of all or substantially all of its assets or consolidate with or merge into another corporation, 
provided the acquirer ofthe Company’s assets or the corporation with which it shall consolidate 
with or merge into shall be a corporation or other business organization organized and existing 
under the laws of the United States of America or one of the states of the United States of 
America or the District of Columbia, shall be qualified and admitted to do business i n  the 
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Commonwealth of Kentucky, shall assume in writing all of the obligations and covenants of the 
Company under the Loan Agreement and shall deliver a copy of such assumption to the Issuer 
and Trustee. 

Release and Indemnification Covenant 

The Company will indemnify and hold the Issuer harmless against any expense or 
liability incurred, including attoriqci’ fees, resulting from any loss or damage to property or any 
injury to or death of any person occurring on or about or resulting from any defect in the Project 
or from any action commenced i n  connection with the financing thereof, 

Events of Default 

Each of the following events constitutes an “Event of Default” under tlie Loan 
Agreement: 

(1) failure by the Company to pay the amounts required for payment of tlie 
principal of, including purchase price for tendered Bonds and redemption and 
acceleration prices, and interest accrued, on the Bonds, at the times specified therein 
taking into account any periods of grace provided in the Indenture and the Bonds for the 
applicable payment of interest on the Bonds (see “Summary of the Indenture - Defaults 
and Remedies”); 

( 2 )  failure by the Company to observe and perform any covenant, condition or 
agreement, other than as refemd to in paragraph (1) above, for a period of thirty days 
after written notice by tlie Issuer or Trustee, provided, however, that if such failure is 
capable of being corrected, but cannot be corrected in such 30-day period, i t  will not 
constitute an Event of Default under the Loan Agreement if corrective action with respect 
thereto is instituted within such period and is being diligently pursued; 

( 3 )  certain events of banltruptcy, dissolution, liquidation, reorganization or 
insolvency of the Company; or 

(4) the occurrence of an Event of Default under tlie Indenture 

Under the L.oan Agreement, certain of tlie Company’s obligations (other than the Company’s 
obligations, among others, (i) not to permit any action which would result in interest paid on the 
Bonds being included in gross income for federal and Kentucky income taxes; (ii) to maintain its 
corporate existence and good standing, and to neither dispose of all or substantially all of its 
assets or consolidate with or merge into another corporation unless certain provisions of the L,oan 
Agreement are satisfied; and (iii) to make loan payments and certain other payments under tlie 
provisions of the L.oan Agreement) may be suspended if by reason of force majeure (as defined 
in the Loan Agreement) the Company is unable to carry out sucli obligations. 

Remedies 

Upon tlie happening of an Event of Default under tlie L.oaii Agreement, the Trustee, on 
behalf of the Issuer, may, among other things, take whatever action at law or in  equity may 
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appear necessary or desirable to collect the amounts then due and thereafter to become due, or to 
enforce performance and observance of any obligation, agreement or covenant of the Company, 
under the Loan Agreement,. 

Any amounts collected upon the happening of aiiy such Event of Default shall be applied 
in accordance with the Indenture or, i f  the Bonds have been fully paid (or provision for payment 
thereof has been made in accordance with the Indenture) and all other liabilities of the Company 
accrued under the Indenture and the Loan Agreement have been paid or satisfied, made available 
to the Company. 

Options to Prepay, Obligation to Prepay 

The Company may prepay the loan pursuant to the Loan Agreement, in whole or in part, 
on certain dates, at the prepayment prices as shown under the captions “Summary of the Bonds 
- Redemptions - Optioi?al Redeiitutiott,” “Extraordittnl-11 Optional Redeinptioit iit Wltole” and 
“Extrnol-dii7iii-1) Optionol Xeden?ptioi? ii? Whole oi- ii? Part.” Upon the occurrence of the event 
described under the caption “Summary of the Bonds - Redemptions - Mundntot~ 
Rederizptioit: Uetertnitmtioti of Taxabilitv,” the Conipany shall be obligated to prepay the loan in 
an aggregate amount sufficient to redeem the required principal amount of the Bonds. 

In each instance, the loan prepayment price shall be a sum sufficient, together with other 
finds deposited with the Trustee and available for such purpose, to redeem the requisite amount 
ofthe Bonds at a price equal to the applicable redemption price plus accrued interest to the 
redemption date, and to pay all reasonable and necessary fees and expenses of tlie Trustee, the 
Paying Agent and all other liabilities ofthe Company under the Loan Agreement accrued to the 
redemption date. 

Amendments and Modifications 

No amendment or modification of the Loan Agreement is petmissible without the written 
consent of the Trustee. ‘The Issuer and the ‘Trustee may, however, without the consent of or 
notice to any Bondholders, enter into any amendment or modification of the Loan Agreement 
(i) which may be required by the provisions ofthe Loan Agreement or the Indenture, (ii) for the 
purpose of curing any ambiguity or formal defect or omission, (iii) with the consent of the Bond 
Insurer, in connection with any modification or change necessary to conform the Loan 
Agreement with changes and modifications in the Indenture that require the consent of the Bond 
Insurer or (iv) in connection with any other change which, in the judgment of the Trustee, does 
not adversely affect the Trustee or the Bondholders. Except for such amendments, and subject to 
the provisions of the Indenture described under the caption “Summary ofthe Indenture - Rights 
of Bond Insurer,” the Loan Agreement may be ainended or modified only with the consent of the 
Bondholders holding a majority in principal amount of the Bonds then outstanding (see 
“Summary of the Indenture - Supplemental Indentures” for an explanation of the procedures 
necessary for Bondholder consent); provided, however, that the approval of the Bondholders 
holding 100% in principal amount ofthe Bonds then outstanding is necessary to effectuate an 
amendment or modification with respect to the Loan Agreement of the type described in  clauses 
(i) through (iv) of the first sentence ofthe second paragraph of“Summary ofthe Indenture - 
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Supplemental Indentures.,” Any amendment of the Loan Agreement requiring the consent of the 
Bondholders also requires the consent of the Bond Insurer. 

Summary of the Indenture 

The following, fl7 ndditiori to the provisions coritniiied el.sewher~e in thi,s Qj’icinl 
Statenieiit, Is n briefdescriptiori of cer/uiri provi,sion.s of tlie I17deri/irre This desctiptior7 is 0 1 7 1 ~ 1  LI 
siiii71i70iy arid does not piirport to be coriiplete mid dejiiiitive. Refererice is ntnde /o the Iude/i/iire 
for the detniledprovisioris tliereoj 

Security 

Pursuant to the Indenture, the Issuer will assigii and pledge to the Trustee its interest in 
and to the L.oan Agreement, including payments and other amounts due the Issuer thereunder, 
together with all moneys, property and securities from time to time held by the Trustee under the 
Indenture (with certain exceptions, including moneys held in or earnings on the Rebate Fund and 
the Purchase Fund). The Bonds will not be directly secured by tlie Project. 

No Pecuniary Liability of the Issuer 

No provision, covenant or agreement contained in the Indenture or in the L.oan 
Agreement, nor any breach thereof; shall constitute or give rise to any pecuniary liability oftlie 
Issuer or any charge upon any of its assets or its general credit or taxing powers. The Issuer has 
not obligated itself by malting the covenants, agreements or provisions contained in  the Indenture 
or in the Loan Agreement, except with respect to the Project and the application of the amounts 
assigned to payment of the principal of, premium, if any, and interest on the Bonds. 

The Bond Fund 

The payments to he made by the Company pursuant to the Loan Agreement to the Issuer 
and certain other amounts specified in the indenture will be deposited into a Bond Fund 
established pursuant to the Indenture (the “Bond Fund”) and will be maintained i n  trust by the 
Trustee. Moneys in the Bond Fund will be used solely and only for the payment of the principal 
of, premium, if any, and interest on the Bonds, for the redemption of Bonds prior to maturity and 
for the payment of the reasonable fees and expenses to which the Trustee, Bond Registrar, 
Tender Agent, Autlientication Agent, any Paying Agents and the Issuer are entitled pursuant to 
the Indenture or the L.oan Agreement. Any moneys held in  the Bond Fund will be invested by 
the Trustee at the specific written direction of the Company in certain Governniental Obligations, 
investment-grade corporate obligations and other investments permitted under the indenture,, 

The Construction Fund 

The net proceeds of the Bonds will be deposited in a Construction Fund (the 
“Construction Fund”) established under the Indenture. Moneys in the Construction Fund will be 
expended in accordance with the L.oan Agreement to pay the costs of construction of the Project 
or to reiniburse the Company for any amount of the costs of construction ofthe Project paid or 
incurred by the Company, 
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The Rebate Fund 

A Rebate Fund has been created by the Indenture (the “Rebate Fund”) and will be 
maintained as a separate fund free and clear of the lien of the Indenture. The Issuer, the ‘Trustee 
and the Company have agreed to comply with all rebate requirements of the Code and, in 
particular, the Company has agreed that ifnecessary, it will deposit in the Rebate Fund any such 
amount as is required under the Code. However, the Issuer, the Trustee and the Company may 
disregard the Rebate Fund provisions to the extent that they shall receive an opinion of Bond 
Counsel that such failure to comply will not adversely affect the exclusion ofthe interest on the 
Bonds from gross income for federal income tax purposes 

Discharge of indenture 

When all the Bonds and all fees and charges accrued and to accrue of the ‘Trustee and the 
Paying Agent have been paid or provided for, and when proper notice has been given to the 
Bondholders or the ‘Trustee that the proper amounts have been so paid or provided for, and i f  the 
Issuer is not in default in  any other respect under the Indenture, the Indenture shall become null 
and void. ‘The Bonds shall be deemed to have been paid and discharged when there shall have 
been irrevocably deposited with the Trustee moneys sufficient to pay the principal, premium, if 
any, and accrued interest on such Bonds to the due date (whether such date be by reason of 
maturity or upon redemption) or, in lieu thereof; Governmental Obligations shall have been 
deposited which mature in such amounts and at such times as will provide the funds necessary to 
so pay such Bonds, and when all reasonable and necessary fees and expenses ofthe Trustee, the 
Authenticating Agent, the Bond Registrar and the Paying Agent have been paid or provided for. 

Defaults and Remedies 

As long ns the Bond liuzrrar~ce Policy is it? /id1 force mid eflect with respect to the Bonds 
atid the Bond Itimrer is not in defzili fliereiitider, zipat7 the occzri~ei~ce ntid cotititiirntice of mi 
Everit of De/nzrlt, aid subject to certain iiidet?itii,ficntioti provisioiis, the Boridltisirr-er shall be 
erititled to control otid direct the enforcement of 011 rights niid remedies grnrited to the registwed 
owners or the Tnrstee for the benefit of the registered owviers zriider the li7deiitirte inclzrdirig, 
withozrt Iiti7itntioii, the right to occelernte the primipal ofthe Bonds mid the right to nnnzrl m y  
decfnrofion oJ ncce ferntioil, otid the Botmd Iitsiirer shaff also be etititled fo approve tvnivers OJ 

Evetits of Defairlt. (See “Rights qf Bond Itisirrer ” below) 

Each of the following events constitutes an “Event of Default” under the Indenture: 

(a) Failure to make payment ofany installment of interest on any Bond, (i) i f  
such Bond bears interest at other than the Long Tenn Rate, within a period of one 
Business Day from the due date and (ii) i f  such Bond bears interest at the Long Term 
Rate, within a period of five Business Days from the date due; 

(b) Failure to make punctual payment of the principal ot; or premium, ifany, 
on any Bond on the due date, whether at the stated maturity thereof, or upon proceedings 
for redemption, or upon the maturity thereof by declaration or if payment of the purchase 
price ofany Bond required to be purchased pursuant to the Indenture is not made when 
such payment has become due and payable, provided that no Event of Default shall have 
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occurred in respect of failure to receive such purchase price for any Bond if the Company 
shall have made the payment on tlie next Business Day as described in the last paragraph 
under “Summary of the Bonds - Remarketing and Purchase of Bonds” above; 

(c) Failure oftlie issuer to perform or observe any other ofthe covenants, 
agreements or conditions in the Indenture or in tlie Bonds which failure continues for a 
period of 30 days after written notice by the Trustee, provided, however, that if such 
failure is capable of being cured, but cannot be cured in such 30-day period, it will not 
constitute an Event of Default under tlie Indenture if corrective action in respect ofsuch 
failure is instituted within such 30-day period and is being diligently pursued; 

(d) The Occurrence of an “Event of Default” under the L.oan Agreement (see 
“Summary of the L.oan Agreement - Events of Default”); or 

(e) Written notice from the Bond Insurer to the Trustee that an Event of 
Default has occurred and is continuing under tlie insurance Agreement. 

Upon the occurrence of an Event of Default under tlie Indenture, the Trustee niay, subject 
to the provisions of the Indenture described under “Rights of Bond Insurer” below, and upon the 
written request of the registered owners holding not less than 25% in aggregate principal amount 
of Bonds then outstanding and upon receipt of indemnity reasonably satisfactory to it shall: (i) 
declare the principal of all Bonds and interest accrued thereon to be immediately due and 
payable and (ii) declare all payments under tlie L.oan Agreement to be immediately due and 
payable and enforce each and every other right granted to tlie Issuer under the Loan Agreement 
for the benefit ofthe Bondholders., In exercising such rights, the Trustee shall take any action 
that, in the judgment of tlie Trustee, would best serve the interests of tlie registered owners. 
Upon tlie occurrence of an Event of Default under the Indenture, the Trustee niay also proceed to 
pursue any available remedy by suit at law or in equity to enforce the payment of the principal 
of, premium, if any, and interest on the Bonds then outstanding. 

In tlie event that the maturity ofthe Bonds is accelerated, tlie Bond Insurer may elect, in 
its sole discretion, to pay all or a portion of the accelerated principal and interest accrued on such 
principal to the date of acceleration (to the extent unpaid by the Issuer or the Company) with 
respect to the Bonds, and tlie Trustee shall accept such amounts. Upon payment of all of such 
accelerated principal and interest accrued to the acceleration date as provided above, the Bond 
Insurer’s obligations under tlie Bond Insurance Policy shall be hilly discharged. 

If the Trustee recovers any moneys following an E.vent of Default, unless the principal of 
tlie Bonds shall have been declared due and payable, all such moneys shall be applied in tlie 
following order: (i) to the payment of the fees, expenses, liabilities and advances incurred or 
made by the Trustee and the Paying Agent and the payment of any sums due and payable to the 
United States pursuant to Section 148(f) ofthe Code, (ii) to the payment of all interest then due 
on the Bonds, and (iii) to tlie payment of unpaid principal and premium, if any, oftlie Bonds. I f  
the principal of tlie Bonds has become due or has been accelerated, such moneys shall be applied 
in the following order: (i) to the payment of the fees, expenses, liabilities and advances incurred 
or made by tlie Trustee and the Paying Agent and (ii) to the payment of principal of and interest 
then due and unpaid on the Bonds., 
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No Bondholder may institute any suit or proceeding in equity or at law for the 
enforcement ofthe Indenture unless an Event of Default has occurred ofwhicli the Trustee has 
been notified or is deemed to have notice, and registered owners holding not less than 25% in 
aggregate principal amount of Bonds then outstanding shall have made written request to the 
Trustee to proceed to exercise the powers granted under the Indenture or to institute such action 
in their own name and the ‘Trustee shall fail or refuse to exercise its powers within a reasonable 
time afrer receipt of indemnity satisfactory to it. 

Any judgment against the Issuer pursuant to the exercise of rights under the Indenture 
shall be enforceable only against specific assigned payments, funds and accounts under the 
Indenture in the hands of the Trustee,. No deficiency judgment shall be authorized against the 
general credit ofthe Issuer. 

Subject to the provisions of the Indenture summarized under “Rights of Bond lnsurer” 
below, no default under paragraph (c) above shall constitute an Event of Default until actual 
notice is given to the Issuer and the Company by the ‘Trustee 01  the Bond Insurer or to the Issuer, 
the Company and the ‘Trustee by the registered owners holding not less than 25% in aggregate 
principal amount of all Bonds outstanding and the Issuer and the Company shall have had thirty 
days after such notice to correct the default and failed to do so. Ifthe default is such that it 
cannot be corrected within the applicable period but is capable of being cured, it will not 
constitute an Event of Default if corrective action is instituted by the Issuer or the Company 
within the applicable period and diligently pursued until the default is corrected. 

Following the occurrence of an Event of Default under the Indenture, the Bond Insurer 
will have the right to direct an accounting at the Company’s expense, and the Company’s failure 
to comply with such direction within thirty (30) days after receipt of written notice of the 
direction from the Bond Insurer will be deemed a default under the Indenture; provided, 
however, that if compliance cannot occur within such period, then such period will be extended 
so long as compliance is begun within such period and diligently pursued, but only i f  such 
extension would not materially adversely affect the interests of the Bondholders. 

Waiver of‘ Events of Default 

As long as flie Bond Inszrratice Policji is iti firllforce and @ect witli respect to the Bonds 
mid /be Boiidliiszrrer. is not in defnzilt thereirtider, zpoti the occzirretice arid cotitiiiziance of nii 

Event q/Dejizrlt, ntidszrbject to cetfniti itideiiitiificatioii provisions, /lie Bond Iiiszirer sliaN be 
entitled fo confrol atid direel the riglit to atinzil any declaration q/ acceleration, arid tlie Bond 
liisirtzt sliall nlso be entitled to appi’ove all ivnivets of Eveiits qfDefozilf (See “Riglits ofBotid 
Inmrer ” below) 

Except as provided below, the ‘Trustee may in its discretion waive any Event of Default 
under the Indenture and shall do so upon the written request ofthe registered owners holding a 
majority in principal amount of all Bonds then outstanding. If; after the principal of all Bonds 
then outstanding shall have been declared to be due and payable and prior to any judgment or 
decree for the appointment o f a  receiver or for the payment of the moneys due shall have been 
obtained or entered, (i) the Company shall cause to be deposited with the Trustee a sum 
sufficient to pay all matured installments of interest upon all Bonds and the principal of and 
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premium, if any, on any and all Bonds which shall have become due otherwise than by reason of 
such declaration (with interest thereon as provided in the Indenture) and the expenses of the 
Trustee in connection with such default and (ii) all E.vents of Default under the Indenture (other 
than nonpayment of the principal of Bonds due by said declaration) shall have been remedied, 
then such Event of Default shall be deemed waived and such declaration and its consequences 
rescinded and annulled by the Trustee. Such waiver, rescission aiid annulment shall be binding 
upon all Bondholders., No such waiver, rescission and annulment shall extend to or affect any 
subsequent Event of Default or impair any right or remedy consequent thereon, 

Notwithstanding the foregoing, nothing in the Indenture shall affect the right of a 
registered owner to enforce the payment of principal of, premium, if any, aiid interest on the 
Bonds after the maturity thereof., 

Supplemental lndentures 

The Issuer and the Trustee may enter into indentures supplemental to the Indenture 
without the consent of or notice to, the Bondholders in order (i) to cure any ambiguity or formal 
defect or omission i n  the Indcnture, (ii) to grant to or confer upon the Trustee, as may lawfully be 
granted, additional rights, remedies, powers or authorities for the benefit of the Bondholders, (iii) 
to subject to the Indenture additional revenues, properties or collateral, (iv) to permit 
qualification of the Indenture under any federal statute or state blue sky law, (v) to add additional 
covenants and agreements ofthe Issuer for the protection of the Bondholders or to surrender or 
limit any rights, powers or authorities reserved to or conferred upon the Issuer, (vi) with the 
consent of the Bond Insurer, to make any other modification or change to the Indenture which, i n  
the sole judgment of the Trustee, does not adversely affect the Trustee or any Bondholder, 
(vii) with the consent of the Bond Insurer, to make other amendments not otherwise permitted by 
(i), (ii), (iii), (iv) or (vi) of this paragraph to provisions relating to federal income tax matters 
under the Code or other relevant provisions if; i n  the opinion of Bond Counsel, those 
amendments would not adversely affect the exclusion of the interest on the Bonds from gross 
income for federal income tax purposes, (viii) with the consent of the Bond Insurer, to make any 
modification or change to the Indenture necessary to provide liquidity or credit support for the 
Bonds, or (ix) to permit the issuance ofthe Bonds in other than book-entry-only form or to 
provide changes to or for the book-entry system. 

Subject to the consent of the Bond Insurer, exclusive of suppleinental indentures for the 
purposes set forth in the preceding paragraph, the consent of registered owners holding a 
majority in aggregate principal amount of all Bonds then outstanding is required to approve any 
supplemental indenture, except no such supplenlental indenture shall permit, without the consent 
of all of the registered owners of the Bonds then outstanding, (i) an extension of the maturity of 
the principal of or the interest on any Bond issued under the Indenture or a reduction in the 
principal amount of any Bond or the rate of interest or time of redemption or redemption 
premium thereon, (ii) a privilege or priority of any Bond or Bonds over any other Bond or 
Bonds, (iii) a reduction i n  the aggregate principal amount of the Bonds required for consent to 
such supplemental indenture, or (iv) the deprivation of any registered owners of the lien of the 
Indenture. As discussed below, any action under the Indenture which requires the consent or 
approval ofthe registered owners of the Bonds shall, in  addition, be subject to the consent of the 
Bond Insurer. 
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If at any time the Issuer shall request the Trustee to enter into any supplemental indenture 
requiring the consent of the registered owners of the Bonds, the Trustee, upon being 
satisfactorily indemnified with respect to expenses, must notify all such registered owners. Such 
notice shall set forth the nature ofthe proposed supplemental indenture and shall state that copies 
thereof are on file at the principal office of the 'Trustee for inspection. If, within sixty days (or 
such longer period as shall be prescribed by the Issuer or the Company) following the mailing of 
such notice, the registered owners holding the requisite amount of the Bonds outstanding shall 
have consented to the execution thereof, no Bondholder shall have any right to object or question 
the execution theteof. 

No supplemental indenture shall become effective unless the Company consents to the 
execution and delivery of such supplemental indenture. 'The Company shall be deemed to have 
consented to the execution and delivery of any supplemental indenture i f  the Trustee does not 
receive a notice of protest or objection signed by the Company on or before 4:30 p.ni., local time 
in the city in  which the principal office of the Trustee is located, on the fifteenth day after the 
mailing to tlie Company o f a  notice of tlie proposed changes and a copy ofthe proposed 
supplemental indenture. 

Rights of Bond Insurer 

The Indenture grants certain rights to the Bond Insurer,. In addition to those rights, the 
Bond Insurer shall, to the extent it makes payment ofprincipal ofor  interest on the Bonds, 
become subrogated to tlie rights of the recipients of such payments in accordance with tlie terms 
ofthe Bond Insurance Policy. I f  an Event of Default occurs, so long as the Bond Insurance 
Policy remains in full force and effect and the Bond Insurer is not in default, the Bond Insurer 
shall have the right to institute any suit, action or proceeding at law or in equity under the sanie 
terms as a registered owner may institute any action under the Indenture, 

'To the extent that the Indenture confers upon or gives or grants to the Bond Insurer any 
right, remedy or claim under or by reason ofthe Indenture, the Bond Insurer is explicitly 
recognized under the Indenture as being a third-party beneficiary thereunder and may enforce 
any such right, remedy or claim conferred, given or granted thereunder. 

As long as tlie Bond insurance Policy is in full  force and effect with respect to the Bonds 
and the Bond Insurer is not in default thereunder: (a) any provision of the Indenture expressly 
recognizing or granting rights in or to tlie Bond Insurer may not be amended in any manner 
which affects the rights of the Bond Insurer thereunder without tlie prior written consent of the 
Bond Insurer; (b) any action under the Indenture which requires the consent or approval of the 
registered owners shall, in addition to such approval, be subject to the prior written consent of 
the Bond Insurer; (c) upon the occuirence and continuance of an Event of Defiault, and subject to 
certain indemnification provisions, the Bond Insurer shall be entitled to control and direct the 
enforcement of all rights and remedies granted to the registered owners or the 'Trustee for the 
benefit ofthe registered owners under the Indenture including, without limitation, (i) the right to 
accelerate the principal of tlie Bonds, (ii) tlie right to annul any declaration of acceleration, and 
tlie Bond Insurer shall also be entitled to approve all waivers of Events of Default, and (d) tlie 
Bond Insurer shall be entitled to receive copies ofnotices, certificates and other documents 
received by the Trustee pursuant to the Indenture or given to the Bondholders and notification of 
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any failure to provide any such document as required by the Indenture or the L.oan Agreement, 
and shall be furnished by tlie Company with any filings made in accordance with SEC Rule 
15~2-12 and copies of certain financial statements, audit or annual report ofthe Company. 

Notwithstanding anything in the Indenture or the L.oan Agreement to the contrary, in  the 
event that the principal or interest due on the Bonds shall be paid by the Bond Insurer pursuant to 
the Bond Insurance Policy, tlie Bonds shall remain outstanding for all purposes, shall not be 
defeased or otherwise satisfied and shall not be considered paid by the Issuer, and tlie assignment 
and pledge ofthe revenues and security of the Company under the L.oan Agreement and all 
covenants, agreements and otlier obligations of tlie Issuer to tlie Bondholders shall continue to 
exist and shall run to tlie benefit of tlie Bond Insurer, and the Bond Insurer shall be subrogated to 
the rights of the Bondholders. 

Enforceability of Remedies 

The remedies available to the Trustee, tlie Issuer and the owners upon an Event of 
Default under the Loan Agreemeill or the Indenture are in many respects dependent upon judicial 
actions which are often subject to discretion and delay. IJnder existing constitutional and 
statutory law and judicial decisions, tlie remedies specified by tlie Loan Agreement or tlie 
Indenture may not be readily available or may be limited., The various legal opinions to be 
delivered concurrently with tlie delivery of the Bonds will be qualified as to the enfor’ceability of 
the various legal instruinelits by limitations imposed by principles of equity, bankruptcy, 
reorganization, insolvency, moratorium or other similar laws affecting tlie rights of creditors 
generally. 

Tax Treatment 

I n  the opinion of Bond Counsel, under existing law, including current statutes, 
regulations, administrative rulings and official interpretations, sub,ject to the qualifications and 
exceptions set forth below, interest on the Bonds will be excluded from the gross income of the 
recipients thereoffor federal income tax purposes, except that no opinion will be expressed 
regarding such exclusion from gross income with respect to any Bond during any period in 
which i t  is held by a “substantial user” of tlie Project or a “related person” as such t e r m  are used 
in Section 147(a) of the Code. Interest on the Bonds will be an item of tax preference in 
determining alternative minimum taxable income for individuals and corporations under the 
Code It is Bond Counsel’s further opinion that, subject to tlie assumptions stated i n  the 
preceding sentence, (i) interest on the Bonds will be excluded from gr’oss income of tlie owners 
thereof for Kentucky income tax purposes aiid (ii) the Bonds will be exempt from all ad valorem 
taxes in Kentucky. 

The opinion of Bond Counsel as to the excludability of interest f‘roni gross income for 
federal income tax purposes will be based upon and will assume tlie accuracy of certain 
representations of facts and circumstances, including with respect to tlie Project, which are 
within the luiowledge of the Company and compliance by the Company with certain covenants 
aiid undertakings set forth in tlie proceedings authorizing the Bonds which are intended to assure 
that tlie Bonds are and will remain obligations tlie interest on which is not includable i n  gross 
income of tlie recipients thereof under the law in effect on tlie date of such opinion. Bond 
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Counsel will not independently verify the accuracy of the certifications and representations made 
by tlie Company and the Issuer. On the date of the opinion and subsequent to tlie original 
delivery of tlie Bonds, such representations offacts and circumstances must be accurate and such 
covenants and undertakings must continue to be complied with in order that interest on the 
Bonds be and remain excludable from gross income of tlie recipients thereof for federal income 
tax purposes under existing law. Bond Counsel will express no opinion (i) regarding the 
exclusion of interest on any Bond *om gross income for federal income tax purposes on or after 
tlie date on which any change, including any interest rate conversion, permitted by the 
documents other than with the approval of Bond Counsel is taken which adversely affects the tax 
treatment ofthe Bonds or (ii) as to tlie treatment for purposes of federal income taxation of 
interest on tlie Bonds upon a Determination of ‘Taxability. 

The Code prescribes a number of qualifications and conditions for the interest on state 
and local government obligations to be and to remain excluded from gross income for federal 
income tax purposes, some of which, including provisions for potential payments by tlie Issuer to 
tlie federal government, require future or continued compliance after issuance of tlie Bonds in 
order for the interest to be aiid to continue to be so excluded *om the date ofissuance. 
Noncompliance with certain of these requirements by the Company or tlie Issuer with respect to 
the Bonds could cause the interest on tlie Bonds to be included in gross income for federal 
income tax purposes and to be subject to federal income taxation retroactively to the date of their 
issuance. The Company and the Issuer will each covenant to take all actions required of each to 
assure that the interest on tlie Bonds shall be and remain excluded from gross income for federal 
income tax purposes, and not to take any actions that would adversely affect that exclusion. 

The opinion of Bond Counsel as to the exclusion of interest on the Bonds from gross 
income for federal income tax purposes and federal tax treatment of interest on the Bonds will be 
subject to tlie following exceptions and qualifications: 

(a) The Code also provides for a “branch profits tax” which subjects to tax, at 
a rate of 300/, the effectively connected earnings and profits o f a  foreign corporation 
which engages in a United States trade or business. Interest on the Bonds would be 
includable in tlie amount of effectively connected earnings and profits and thus would 
increase the branch profits tax liability 

(b) 71ie Code also provides that passive investment income, including interest 
on the Bonds, may be subject to taxation for any S corporation with Subchapter C 
earnings and profits at  the close of its taxable year ifgreater than 25% of its gross 
receipts is passive investment income, 

Except as stated above, Bond Counsel will express no opinion as to any federal or 
Kentucky tax consequences resulting from tlie receipt of interest on the Bonds. 

Owners of tlie Bonds should be aware that tlie owiiersliip of tlie Bonds may result in 
collateral federal income tax consequences. For instance, tlie Code provides that property and 
casualty insurance companies will be required to reduce their loss reserve deductions by 15% of 
the tax-exempt interest received on certain obligations, such as the Bonds, acquired after 
August 7, 1986. (For purposes of tlie immediately preceding sentence, a portion of dividends i 
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paid to an affiliated insurance company may be treated as tax-exempt interest.) Tlie Code furtlier 
provides for tlie disallowance of any deduction for interest expenses incuned by banks and 
certain other financial institutions allocable to carrying certain tax-exempt obligations, such as 
tlie Bonds, acquired after August 7, 1986 Tlie Code also provides that, with respect to taxpayers 
other than such financial institutions, such taxpayers will be unable to deduct any portion of the 
interest expenses incurred or continued to purchase or cany the Bonds. Tlie Code also provides, 
with respect to individuals, that interest on tax-exempt obligations, including the Bonds, is 
included in modified adjusted gross income for purposes of determining tlie taxability of social 
security and railroad retirement benefits. Furthermore, the earned income tax credit is not 
allowed for individuals with an aggregate amount of disqualified income within tlie meaning of 
Section 32 of the Code, which exceeds $2,200. Interest on the Bonds will be taken into account 
in tlie calculation of disqualified income. Prospective purchasers of tlie Bonds should consult 
their own tax advisors regarding such matters and any other tax consequences of holding tlie 
Bonds. 

From time to time, there are legislative proposals in Congress which, ifeuacted, could 
alter or amend one or more of tlie federal tax matters referred to above or could adversely affect 
the market value of tlie Bonds., It cannot be predicted whether or in  what form any such proposal 
might be enacted or whether, if enacted, it would apply to obligations (such as tlie Bonds) issued 
prior to enactment. 

Drafts oftlie opinions of Bond Counsel relating to tlie Bonds in substantially tlie fornis in 
which they are expected to be delivered on tlie date of issuance of the Bonds of each series are 
attached as Appendix C-I and C-2. 

Legal Matters 

Certain legal matters incident to tlie authorization, issuance and sale by the Issuers of tlie 
Bonds are subject to tlie approving opinions of Bond Counsel. Bond Counsel has in tlie past, and 
may in the future, act as counsel to tlie Company with respect to certain matters,. Certain legal 
matters will be passed upon for tlie Issuers by their respective County Attorneys. Certain legal 
matters will be passed upon for the Company by lones Day, Chicago, Illinois, and John R. 
McCall, Esq., Executive Vice President, General Counsel and Corporate Secretary for tlie 
Company. Certain legal matters will be passed upon for tlie Underwriter by its counsel, Winston 
& Strawn L,L.P, Chicago, Illinois. 

Underwriting 

Leliinan Brothers Inc. (tlie “Underwriter”) lias agreed to purchase the Bonds froin tlie 
Issuers at tlie public offering price set forth on the cover page of this Official Statement. Tlie 
Underwriter is coniniitted to purchase all the Carroll County Bonds if any Carroll County Bonds 
are purchased and all tlie Trimble County Bonds if any Trimble County Bonds are purchased. I n  
connection with the underwriting of tlie Bonds, the Underwriter will be paid by tlie Company a 
fee in tlie amount of $93,807, which includes reimbursement for certain reasonable out-of-pocltet 
expenses. 
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The Underwriter may offer and sell the Bonds to certain dealers and others at prices 
lower than the public offering price set forth on the cover page of this Official Statement. After 
the Bonds are released for sale to the public, the public offering price and other selling terms 
may fiom time to time be varied by the Underwriter, 

I n  connection with the offering of tlie Bonds, the Underwriter may over-allot or effect 
transactions which stabilize or maintain the market prices of such bonds at levels above those 
which might otherwise prevail in tlie open market. Such stabilizing, i f  commenced, may be 
discontinued at any time. 

Pursuant to separate Inducement Letters, the Company has agreed to indemnify tlie 
Underwriter and the Issuers against certain civil liabilities, including liabilities under the federal 
securities laws, or contribute to payments that the Underwriter or the Issuers may be required to 
make in respect thereof: 

In the ordinary course of their business, the Underwriter and certain of its affiliates have 
in the past and may in tlie future engage in investment and commercial banking transactions with 
the Company, including the provision of certain advisory services to the Company. 

Continuing Disclosure 

Because the Bonds will be special and limited obligations of the Issuer, the Issuer is not 
an “obligated person” for purposes of Rule 15c2-12 (the “Rule”) promulgated by the SEC under 
the Exchange Act, and does not have any continuing obligations thereunder. Accordingly, tlie 
Issuer will not provide any continuing disclosure information with respect to the Bonds or the 
Issuer. 

In order to enable the Underwriter to comply with the requirements of the Rule, the 
Company will covenant in a continuing disclosure undertaking agreement delivered to the 
‘Trustee for the benefit of the holders of tlie Bonds (the “Continuing Disclosure Agreement”) to 
provide certain continuing disclosure for the benefit of the holders of the Bonds. Under its 
Continuing Disclosure Agreement, tlie Company will covenant to take the following actions: 

(a) The Company will provide to each nationally recognized municipal 
securities information repository (“NRMSIR’)), recognized by the SEC pursuant to the 
Rule, and the state information depository, if any, of the Commonwealth of Kentucky (a 
“SID” and, together with the NRMSIR, a “Repository”) recognized by the SEC (1) 
annual financial information ot’the type set forth in Appendix A to this Official Statement 
(including any informatioil incorporated by reference therein) and (2) audited financial 
statements prepared in accordance with generally accepted accounting principles, in  each 
case not later than 120 days after the end ofthe Company’s fiscal year. 

(b) The Company will file in a timely manner with each NRMSIR or tlie 
Municipal Securities Rulemaking Board, and with the SID, if any, notice ofthe 
occurrence of any of the following events (if applicable) with respect to tlie Bonds, if 
material: (i) principal and interest payment delinquencies; (ii) non-payment related 
defaults; (iii) any unscheduled draws on debt service reserves reflecting financial 
difficulties; (iv) unscheduled draws on credit enhancement facilities reflecting financial 
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difficulties; (v) substitution of credit or liquidity providers, or their failure to perform; 
(vi) adverse tax opinions or events affecting the tax-exempt status of the Bonds; (vii) 
modifications to rights of the holders of the Bonds; (viii) the giving of notice of optional 
or unscheduled redemption of any Bonds; (ix) defeasance of the Bonds or any portion 
thereof; (x) release, substitution, or sale of property securing repayment of the Bonds; 
and (xi) rating changes with respect to the Bonds or the Company or any obligated 
person, within the meaning of the Rule. 

(c) The Company will file in  a timely manner with each Repository notice of 
a failure by the Company to file any of the notices or reports referred to in paragraphs (a) 
and (b) above by the due date. 

The Company may amend its Continuing Disclosure Agreement (and tlie Trustee shall 
agree to any amendment so requested by the Company that does not change the duties of the 
Tiustee thereunder) or waive any provision thereof, but only with a change in circumstances that 
arises from a change in legal requirements, change in law, or change in the nature or status of the 
Company with respect to the Bonds or the type of business conducted by the Company; 
provided that the undertaking, as amended or following such waiver, would have complied with 
the requirements of the Rule on the date of issuance of the Bonds, after taking into account any 
amendments to the Rule as well as any change in circumstances, and the ameiidment or waiver 
does not materially impair the interests of the holders of the Bonds to which such undertaking 
relates, in the opinion of the Tiustee or counsel expert in federal securities laws acceptable to 
both the Company and the Trustee, or is approved by the Beneficial Owners of a majority in  
aggregate principal amount of the outstanding Bonds. The Company acknowledges that its 
undertakings pursuant to the Rule described under this heading are intended to be for the benefit 
for the holders of the Bonds and shall be enforceable by the holders of those Bonds or by the 
Trustee on behalf of such holders., Any breach by the Company of these undertakings pursuant 
to the Rule will not constitute an Event of Default under the Indenture, the Loan Agreement or 
the Bonds. 

49 



‘This Official Statement has been duly approved, executed and delivered by the County 
JudgdExecutive of each Issuer, on behalf of such Issuer. However, neither Issuer has or 
assumes any responsibility as to the accuracy or completeness of any of the information in this 
Official Statement except for information furiiished by such Issuer under the caption “The 
Issuers.” 

COUNTY OF CARROLL, KENTUCKY COUNTY OF ‘TRIMBLE, KENTUCKY 

By:/s/ Harold Tomlinson By:/s/ Randv Stevens 
County Judge/Executive County JudgdExecutive 
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Appendix D 

Form oFBond Insurance Policy 
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Financial Guaranty Insurance Policy 

Obligor: 

Obligations: 

Ambsc Assurance Corpurarion 
One Srare Srreer Plaza, 15th Floor 
New York, New York 10004 
Telephone: (212) 668-0340 

Policy Number: 

Premium: 

uncanceled ;and in bearer farm and free of any adverse clnim, rhe Insurance Trusr 
principal and incerest wliicli is  tlien Duc for Paymenr bur is unpaid Upon sucli dis 
rhe surrendered Obligurions nndior coupons and slinll be tully subrogarrcl to a11 of 

In t h e  event thiir a trustee or payin 
Oblignrion which has become D 
preferenrial transfer and rlierero 
a final. nonappealable ord 
of such recovery if s .' 

older ivill be cnritled 10 paymrnr from Ambac IO rhc exrent 

may become due in respect ofany Obligation, oilier rhan ar the sole opcion oihmbac, nor ngainrr any risk oilier tlinn Nonpayment 

In witness whereof, Ambnc 110s caiised chis Policy to be nfiixed wirli 3 iacsimile o i  i t s  corporate sen1 2nd io be signed by i t s  duly 
aurhor i~ed  ofticers in facsimile ro become effective as its original seal and signarures and binding upon Ambac by virtue of rlir 
counrersignarure of i t s  duly authorized rcpresenmtive 

T H E  BANK OF NEW YORK ncknowlcdgcs rliar i r  1135 agreed 
to pecfbrm the duties of Insurance Trustee under chis Policy 
Form No:  2B-0012 (1101) 
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policy for: 

Ambac Assurance Corporation 
One State Street Plaza, 15th Floor 
New York, New Yolk 10004 
Telephone: (212) 668-0340 

Attached to and forming pan of Policy No : 

Efiectivr Date of E n d o r s e m e n  

Notwithstanding the 

to Section 4.01(a)(i) 
prepay the Loan in whole or in part pursuant to 
the occurrence of a Determination of Taxabilit 
Obligations due upon any such rede 
meaning of the Policy. As used I 
Indenture of Trust dated as of M 
Trust Company Americas, as T 
Kentucky corporat 
March 1, 2007, be 

nd Deutsche Bank 

Agreement dated as of 
“Loan” has the meaning 

“Determination of Taxability” has the 

be he1 !/ to vav, alter. w a v e  or extend any of the terms. conditions, provisions, agreements 
mentioned Policy other than 3s above sa ted .  

bac has caused this Endorsement to be affiied with a hcsimilr of its corponte  seal and to 
y authorized officers in facsimile to become effec;ive 3s its original seal and signatures and binding 

inue of the countersignarure of its duly authorized representative 

Ambac Assurance Corporation 

Authorized Represrntative 
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Appendix E 

Summary of Certain Provisions of the Bonds while Bearing interest at a Flexible Rate, a 
Variable Rate or 8 Long Term Rate 

The following table summarizes, for each of the permitted Interest Rate Modes (except 
the Auction Rate): the dates on which interest will be paid (li7teresf P q p e n t  L2ate.s); the dates 
on which each interest rate will be determined (It7ferest Rote Deterrnirintioi7 Dotes); the period of 
time (IufeIest Rare Periodr) each interest rate will be in effect (provided that the initial lnterest 
Rate Period for each Interest Rate Mode may begin on a different date from that specified, which 
date will be the Conversion Date or the date o f a  change in the L.ong Term Rate, as applicable); 
the dates on which registered owners may tender their Bonds for purchase to the Tender Agent 
and the notice requirements therefor (provided that while the Bonds are held in book-entry-only 
form, all notices of tender for purchase will be given by Beneficial Owners in the manner 
described below under “Purchases of Bonds on Demand of Owner - Nolice Reqziiredfor 
Pzrrc/mses”) (Pin-chase on Deri7and q/Ow7er, ReqtiiIed Notice); the dates on which Bonds are 
subject to mandatory tender for purchase (Mmdatory Pirrcl7ose Lkzfes); the redemption 
provisions applicable to the Bonds (Reo%.ripion); the notice requirements for redemption and 
niandatory tender for purchase (N0rice.r qf Redernprioii crmf Mai7dafory Pirrcl7n.ses); and the 
manner by which registered owners will receive payments of principal, interest, redemption price 
and purchase price (Mcn7mr ofPovmen/). All times stated are New York City time. 
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Interest Payment Dates 

Interest Rate 
Determination Dates 

Interest Rate Periods 

Purchase on Demand of 
Ownerl; Required 
Notice 

Mandatory Purchase 
Dates 

Redemption 

Notices of Redemption 
and Mandatory 
Purcllases 

Manner  of Payment’ 

FLEXIBLE RATE 

With respect to any Bond, the last day of 
each Flexible Rate Period (or if such day 
is not a Business Day, tlie next 
succeeding Business Day) 

For eacli Bond, not later than 1200 noon 
on the first day of each Flexible Rate 
Period for such Bond 

For each Bond, cach Flexible Rate 
Period will be o f a  duration designated 
by ilie Remarkcling Agciit ofone  day to 
270 days (or lower inaximuni number as 
specified in the Indenture); must end on 
a day immediately prior to a Business 

No purchase on demand of the owner 

Day 
I_ 

Any Conversion Date; and with respect 
to each Bond, on each Interest Paymeiit 
Date for such Bond 

Optional at par on any Interest Payment 
Date; Extraordinary Optional and 
Mandatory at par, on any Business Day 
(other than extraordinary optional 
rcdcmption as a result of daihage. 
destruction or condernnation wliicli will 
bc on an lntcrcst Payment Date) 

No notice of mandatory porhase 
following tlie end ofeacli Flcxible Rate 
Period; orhenvise not fewer thun 15 days 
(not fcwer tlian 30 days notice o f  
mandatory purcliase on a Conversion 
Dote ifCoiivcrsion to the Semi-Annual, 
Annual or Long ‘Term Rate) or greater 
than 45 days 

Principal or redcmption pricc upon 
surrender oftlie Bond to the Paying 
Agcnt; porchose price upon surrcndcr of  
the Bond to the Tendcr Agciit 

DAILY RATE 

The first Business Day ofcach 
calendar month 

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

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

Any Business Day; by written 
oi telephonic notice, promptly 
confirmed in writing, to the 
Tcnder Agent by I0:OO a m on 
such Business Day 

Any Conversion Date 

Optional, Extraordinary 
Optional and Mandaiory at par 
on any Business Day 

Not fewer tlian 15 days (30 
days iiotice of mandatory 
purcliase i f  Conversion to the 
Semi-Annual, Annual or Long 
Term Rate) or greater than 45 
days 

Principal or redemption price 
upon siirrendcr of the Bond to 
the Paying Agent; purcllase 
price upoii surrcndcr of the 
Bond to the Tender Agent 

WEEKLY RATE 

The first Business Day of coch 
calendar month 

Not later than 4:OO p m on the day 
picceding each Weekly Rate Period 
or, i f  not a Business Day, on the 
next preceding Busincss Day 

From and including each Thursday 
to and including the following 
Wednesday 

Any Business Day: by writlen 
notice to the Tender Agent not late1 
tlian 5:OO p m on a Business Day at 
least scven days prior to the 
Purchase Date 

Any Conversion Date 

Optional, Extraordinary Optional 
and Mandatory at par on any 
Business Day 

Not fewer than 15 days (30 days 
noticc of mandatory purchase if  
Conversion to flit Semi-Annual, 
Annual or Long Tenn Rate) or 
yeater than 45 days 

Principal or redemption price upon 
mrrendcr ofthe Bond to tlie Paying 
kgeni; purchase price upon 
wrcnder of the Bond to the Tender 
4gent 

So long as D TC or its nominee is tlic registered owner ofthe Bonds, notices of redemption and mandalory 
purchases shall be sent to Cede & Co , and payments ofprincipal, redcmption and purcblse price ofaiid intcrcst on tlie Bonds will be 

Staicmcnt 
paid through tlie facilities of DTC See “Summary of thc Bonds - Book-Entry-Only System” in tlie forepart to this Official ! 
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- SEMI-ANNUAL I ANNUAL I LONG TERM 
Interest Paynient Date 

Interesl IZatc 
Determination Dates 

Interest Rate Periods 

Purclrose on Deniand 01 
O,vner; R~~~~~~~ ~ ~ ~ i ~ ~ *  

Mandnliiry Purchase 
Dates 

Redemplion 

Notices of Redeniptio? nnd 
M:isd:rtory Purchnscs 

Manner u l  Pxiynlent' 

Each June I and December I Each June I and December 1 Each .June I and December I ;  any 
Conversion Date; iind the effective 
date of any change to a new Long 
Term Rate Period 

Not h e r  than 2:OO p m on the Business Not later than 12:OO noon on the Not later tliiln 12:OO noon on tlie 
Day preceding the first day of the Business Day preceding the first Bosiness Day preceding the first day 
Semi-Annual Rate Period day of the Annual Rate Period of the Long Term Rate Period 

E.ach six-monlli period from antl including Each period from and including Each period designated by the 
each ,June I and December I to and the Conversion Date to the Company of more than one year in 
including the day preccding the next Annual Rate to antl including tlie duration and which is an integral 
Interest Payment Date day iinincrliately preceding the multiple ol-six months, from and 

second Interest Payment Date including the first day of such period 
thereafter and each succcssivc (Junc I ond December I )  to and 
twelve niontli period thereafter including the day immediately 

preceding the last Interest Payment 
Date for that period 

On any lntcrest Paynicnt Date; by written On tlic linal Interest Payment On the final Interest Payment Date fa 
notice to tbe Tender Agent on any Busincss Date for the Annual Rate Period; the Long Term Rate Period; by writtc 
Day not later tlian the fifteenth day prior to by writtcn notice to tlic Tender notiCe to tlie Tender Agent oil a 
tlie Purchase Date Agent on any Business Day not Business Day not later than the 

later than tlie fifteenth day prior fifteenth day prior to the Purchase 
to the Purchase Date Dote 

Any Conversion Date; the first Any Conversion Date: the first 
Business Day after the end of Business Day aftcr the end of each 
each Annual Rate Period Long Term Rate Period; the effective 

date of a change of Long Term Rate 
Period 

Optional at times and prices dcpcnde 
on the length of tlic Long Term Rate 
Period; Extraordinary Optional and 
Mandatory at par. on any Business 

Any Conversion Date; the first Business 
Day after the end of each Semi-Annual 
Rate Period 

Optional at par on any lntcrest Payment 
Date; Extraordinary Optional and 
M:indatory at par, on any Business Day 
(other than extraordinary optional 

destruction or condemnation whicli will be 
on an Interest Payment Date) 

Not fewer thiin 30 days or greater than 45 Not fewer than 30 days or greoter Not feewer tlian 30 days or greater tlii 

Principal or redemption price upon Principal or redemption price Principal or rcdeinption price upon 
surrender of the Bond to the Paying Agent; upon surrender of the Bond to the surrender of the Bond to tlie Paying 
interest by check nmilcd to the registered Paying Agent; intcrest by check Agent: iotcrcst by check mailed to tli 
owners or, upon request of registered niailcd to the registered owners registered owners or. upon request o 
owner, of S I ,000,000 or inore or an or, upon request of registered registered owner, of $1,000,000 or 
individuul issuc of Bonds. i n  immediately owner. ofSi.000,000 or more of more ol-an individual issue ofBondr 
avail;rblc funds; purchnsc price upon an individual issue of Bonds. in i n  immediately avai1;iblc funds; 
surrender of the Bond Io tlie Tender Agent immediately avail:~blc f inds;  purchase price upon sirrrender of tlle 

purchase price upon surrender of Bond to tlic Tender Agent 
the Bond to the Tender Agent 

Optional at par on tlic final 
Interest Payment Date: 
Extraordinary Optional and 
Mandatory at par, on any 

redemption as a result of damage, Business Day Day 

days t1ii)n 45 days 45 days 

So long as DTC or its nomiiiec is the registered owner of tlic Bonds, iiotices o f  redemption and mondatory 
purclinscs slioll be sent to Cede 61 C o ,  and p;iyments olprincipol, redemption aird purchase price of and intercst on the Bonds will be 
paid througli tlie focilitics of DTC Scc "Summary ol the Bonds -- Book-Entry-Only Systcni" i n  tlie forcparl to this 0ltici;il 
Statement 
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Determination of Interest Rates for Interest Rate Modes 

Dnilv Role. Iftlie Interest Rate Mode for the Bonds is the Daily Rate, the interest rate on 
the Bonds for any Business Day will be the rate established by tlie Remarketing Agent no later 
than 9:3O a m .  (New York City time) on such Business Day as tlie minimum rate of interest 
necessary, in the judgment of the Remarketing Agent taking into account then Prevailing Market 
Conditions, to enable the Remarketing Agent to sell tlie Bonds on such Business Day at a price 
equal to the principal amount thereof, plus accrued interest, i f  any, thereon. For any day which is 
not a Business Day or i f  tlie Remarketing Agent does not give notice o f a  change in tlie interest 
rate, the interest rate on tlie Bonds will be the interest rate in effect for the immediately preceding 
Business Day. 

Weekh) Rate If tlie Interest Rate Mode for tlie Bonds is tlie Weekly Rate, tlie interest rate 
on tlie Bonds for a particular Weekly Rate Period will be the rate established by the Remarketing 
Agent no later. than 4:OO p m  (New York City time) on the day preceding such Weekly Rate 
Period or, ifsuch day is not a Business Day, on the next preceding Business Day, as the 
minimum rate of interest necessary, in tlie judgment of tlie Remarketing Agent taking into 
account then Prevailing Market Conditions, to enable tlie Remarketing Agent to sell tlie Bonds 
on such first day at a price equal to tlie principal amount thereof; plus accrued interest, i f  any, 
thereon 

Flexible Rates mid Flexible Rate Periods. I f  the interest Rate Mode for the Bonds is the 
Flexible Rate, the interest rate on a Bond for a specific Flexible Rate Period will be the rate 
established by the Remarketing Agent no later than 12:OO noon (New York City time) on tlie first 
day ofthat Flexible Rate Period as tlie minimum rate of interest necessary, in tlie judgment of the 
Remarketing Agent taking into account then Prevailing Market Conditions, to enable tlie 
Remarketing Agent to sell such Bond on that day at a price equal to the principal amount thereof: 
Each Flexible Rate Period applicable for a Bond will be determined separately by the 
Remarketing Agent on or prior to the first day ofsuch Flexible Rate Period as being the Flexible 
Rate Period permitted under the Indenture which, in the judgment oftlie Remarketing Agent, 
taking into account then Prevailing Market Conditions, will, with respect to such Bond, 
ultimately produce the lowest overall interest cost on the Bonds while the Interest Rate Mode for 
tlie Bonds is the Flexible Rate. Each Flexible Rate Period will be from one day to 270 days in 
length and will end on a day preceding a Business Day. If the Remarketing Agent fails to set the 
length o f a  Flexible Rate Period for any Bond, a new Flexible Rate Period lasting to, but not 
including, the next Business Day (or until the earlier Conversion or maturity of tlie Bonds) will 
be established automatically in accordance with the Indenture. 

Sen~i-At~rizml R n k  I f  tlie Interest Rate Mode for the Bonds is the Semi-Annual Rate, the 
interest rate on tlie Bonds for a particular Semi-Annual Rate Period will be the rate established 
by the Remarketing Agent no later than 2:00 p.m,. (New York City time) on tlie Business Day 
immediately preceding the first day of such Semi-Annual Rate Period as the minimum rate of 
interest necessary, in tlie judgment of the Remarketing Agent taking into account then Prevailing 
Market Conditions, to enable tlie Remarketing Agent to sell tlie Bonds on such first day at a price 
equal to the principal aniount thereof 
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Aiirizral Rote. If tlie interest Rate Mode for tlie Bonds is the Annual Rate, tlie interest rate 
on the Bonds for a particular Annual Rate Period will be the rate of interest established by the 
Reniarlceting Agent no later than 12:OO noon (New York City time) on the Business Day 
preceding the first day of such Aixiual Rate Period as the minimum rate of interest necessary, in 
the judgment of the Remarketing Agent taking into account then Prevailing Market Conditions, 
to enable the Remarketing Agent to sell the Bonds on sucli first day at a price equal to the 
principal amount thereof,, 

Lone Tenn Rates ot7d Lone Tern7 Rate Periods. If the Interest Rate Mode for the Bonds 
is the L,ong Term Rate, the interest rate on tlie Bonds for a particular L.ong Term Rate Period will 
be the rate established by the Remarketing Agent no later than 12:OO noon (New York City time) 
on the Business Day preceding the first day of such L.ong Term Rate Period as the minimum rate 
of interest necessary, in the judgment of the Remarketing Agent taking into account then 
Prevailing Market Conditions, to enable tlie Remarketing Agent to sell the Bonds on such first 
day at a price equal to tlie principal amount thereof Tlie Company will establish the duration of 
the Long Term Rate Period at the time that i t  directs the Conversion of tlie Interest Rate Mode to 
tlie L.ong Term Rate, and thereafter each successive Long Term Rate Period will be the same as 
the Long Term Rate Period so established by the Company until a different L.ong Term Rate 
Period is specified by the Company in accordance with the Indenture (in wliich case tlie duration 
ofthat Long Term Rate Period will control succeeding L.ong Term Rate Periods), subject iii all 
cases to the occurrence of a Conversion Date or the maturity of the Bonds. Each L.ong Term 
Rate Period will be more than one year in  duration, will be for a period which is an integral 
multiple of six months and will end on tlie day next preceding an Interest Payment Date; 
provided that if a Long Term Rate Period cominences on a date other than a .lune 1 or 
December 1, such L,ong Term Rate Period may be for a period which is not an integral multiple 
of six months but will be of a duration as close as possible to (but not in excess of) such L.ong 
Term Rate Period established by the Company and will terminate on a day preceding an Interest 
Payment Date, and each successive L.ong Term Rate Period thereafter will be for the full  period 
established by tlie Company until a different L m g  T a r n  Rate Period is specified by the 
Company in accordance with the Indenture or until the occurrence of a Conversion Date or the 
maturity of the Bonds; provided further that no L,ong Term Rate Period will extend beyond tlie 
final maturity date of the Bonds. 

C/7oj7ze oJLoiig Tern7 Rare Period. Tlie Company may change from one Long Term 
Rate Period to another L.ong Term Rate Period on any Business Day on which the Bonds are 
subject to optional redemption as described under “Summary of tlie Bonds - Redemptions - 
Oy~io/7a/ Redeiiiption” in the forepart of this Official Statement upon notice from the Bond 
Registrar to the owners of Bonds as described below. With any notice of sucli change, the 
Company must also deliver an opinion of Bond Counsel stating that such change is authorized or 
permitted by the Act and is authorized by the Indenture and will not adversely affect tlie 
exclusion from gross income of interest on tlie Bonds for federal income tax purposes. 
Notwithstanding tlie foregoing, the Long Teini Rate Period will not be changed to a new L,ong 
Term Rate Period if(A) tlie Remarketing Agent has not determined the interest rate for the new 
L.ong Term Rate Period in accordaiice with the terms of the Indenture or (B) the Bond Registrar 
receives wr’itten notice from Bond Counsel prior to the effective date of the change to the effect 
that the opinion of such Bond Counsel required under the Indenture has been rescinded. Upon 
tlie occurrence of any of the events described i n  the preceding sentence, the Bonds will bear 
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interest at the Weekly Rate commencing on the date which would have been the effective date of 
the proposed change of Long ‘Term Rate Period, subject to the provisions described above under 
“Summary ofthe Bonds - Conversion of Interest Rate Modes - Caricellotioti o/ Coriversiori o[ 
Ititeressr Rote Mode” in the forepart of this Official Statement. 

Notice to Uwriers of Cliatwe o f L o t 7 ~  Tern1 Rate Period. The Bond Registrar will notify 
each registered owner of the change of Long ‘Term Rate Period by first class mail at least 30 days 
in the case of a change in the Long ‘Term Rate Period but not more than 45 days before each 
effective date o fa  change in the Long Term Rate Period. The notice will state those matters 
required to be set forth therein under the indenture,. 

Fnil2rr.e to Deterrnirie Rate. Iffor any reason the interest rate for a Bond is not 
determined by the Remarketing Agent, except as described above under “C/zorig.e oflotig. Tern7 
Role Period’ and above under “Summary of the Bonds - Conversion of Interest Rate Modes - 
Coticellrrtiori oJ’Conversioii of’ltzteres/ Rote Mode” in the forepart of this Official Statement, the 
interest rate for such Bond for the next succeeding interest rate period will be the interest rate in 
effect for such Bond for the preceding interest rate period and, pursuant to the terms of the 
Indenture, there will be no change in the then applicable Long Term Rate Period or any 
Conversion from the then applicable Interest Rate Mode. Notwithstanding the foregoing, if tor 
any reason the interest rate for a Bond bearing interest at a Flexible Rate is not determined by the 
Remarketing Agent, tlie interest rate for such Bond for the next succeeding interest Period will 
be equal to The Bond Market Association Municipal Swap Index“‘ (the “Municipal index”) as 
defined in the Indenture and the Interest Period for such Bond will extend through the day 
preceding the next Business Day, until the Trustee is notified o f a  new Flexible Rate and Flexible 
Rate Period determined for such Bond by the Remarlceting Agent. 

Purchases of Bonds on Demand of Owner 

If tlie Bonds are in the book-entry-only system, demands for purchase may be made by 
Beneficial Owners only through such Beneficial Owner’s Direct Participant (as defined under the 
caption “Summary of the Bonds - Book-Entry-Only System” in the forepart of this Official 
Statement). Ifthe Bonds are in certificated form, demands for purchase may be made only by 
registered owners,. 

Daihi Rate. If the Interest Rate Mode for the Bonds is the Daily Rate, any Bond will be 
purchased on the demand ofthe registered owner thereofon any Business Day during a Daily 
Rate Period at a purchase price equal to the principal amount thereof plus accnied interest, if any, 
to tlie Purchase Date upon written notice or telephonic notice (to be immediately confirmed in 
writing) to the Tender Agent at its principal office not later than 1O:OO a.m. (New York City 
time) on such Business Day. 

Weeklv Rate, Ifthe Interest Rate Mode for the Bonds is the Weekly Rate, any Bond will 
be purchased on tlie demand of the registered owner thereof on any Business Day during a 
Weekly Rate Period at a purchase price equal to the principal amount tliereof plus accrued 
interest, i f  any, to the Purchase Date upon written notice to the Tender Agent at its principal 
office at or before 5:OO p.m. (New York City time) on a Business Day not later than the seventh 
day prior to tlie Purchase Date,, 
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Setni-A1~17im/ Rate. I f  the Interest Rate Mode for the Bonds is the Semi-Annual Rate, any 
Bond will be purchased on the dcmand of the registered owner thereof on any Interest Payment 
Date for a Semi-Annual Rate Period at a purchase price equal to the principal amount thereof 
upon written notice to the Tender Agent at its principal office on a Business Day not later than 
the fifteenth day prior to such Purchase Date. 

A m z r d  Rate. If the Interest Rate Mode for the Bonds is the Annual Rate, any Bond will 
be purchased on the deniaiid of the registered owner thereof on the final Interest Payment Date 
for such Annual Rate Period at a purchase price equal to the principal amount thereof upon 
written notice to the Tender Agent at its principal office on a Business Day not later than the 
fifteenth day prior to such Purchase Date. 

L o w  Term Rate. If the Interest Rate Mode for the Bonds is the Long Term Rate, any 
Bond will be purchased on the demand ofthe registered owner thereof on the final Interest 
Payment Date for such L.ong Term Rate Period (unless such date is the final maturity date) at a 
purchase price equal to the principal amount thereof upon written notice to the Tender Agent at 
its principal office on a Business Day not later than the fifteenth day prior to such Purchase Date. 

Liriiitatioris 011 Pi/rc/?ases 0 1 7  Dernand of Oilvie r. Notwithstanding the foregoing, there 
will be no purchase of (a) a portion of any Bond unless the portion to be purchased and the 
portion to be retained each will be in  an autliorized denomination or (b) any Bond upon the 
demand of the registered owner if an Event of Default under the Indenture with respect to the 
payment of principal of, interest on, or purcliase price of, the Bonds has occurred and is 
continuing., Also, if the Interest Rate Mode for the Bonds is the Flexible Rate, the Bonds will not 
be subject to purchase on the demand of the registered owners thereof, but each Bond will be 
subject to mandatory purchase on each Conversion Date and on the Interest Payment Date with 
respect to such Bond, as described below under the caption “Mandatory Purchases of Bonds,” 

Notice Reclirired for Piirckases., Any written notice delivered to the Tender Agent by an 
owner demanding the purchase of Bonds must (A) be delivered by the time and dates specified 
above, (B) state the number and principal amount (or portion thereof) of such Bond to be 
purchased, (C) state the Purchase Date on which such Bond is to be purchased, (D) irrevocably 
request such purchase and state that the owner agrees to deliver such Bond, duly endorsed in 
blank for transfer, with all signatures guaranteed, to the Tender Agent at or prior to 11:OO a.m. 
(1:OO p.m. i f a  tender during a Daily Rate Period and 12:OO noon i f  a tender during a Weekly 
Rate Period) (New York City time) on such Purchase Date. 

Mandatory Purchases of Bonds 

hlandatori] Pili-chase 017 Cor~version Dates or C/7a17,c.e bv the Cornpanv iri Lorip Tertii 
Rate Period The Bonds will be subject to mandatory purchase at a purchase price equal to the 
principal amount thereof, plus, i f  the Interest Rate Mode is the L.ong Term Rate, the redemption 
premium, if any, which would be payable as described under “Summary of the Bonds - 
Redemptions - Optional Rede/iiptior?” in the forepart of this Official Statement, if the Bonds 
were redeemed on the Purchase Date (A) on each Conversion Date and (B) on the effective date 
of any cliange by the Company of the L.ong Term Rate Period. Such tender and purchase will be 
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required even if the change in Long 'Term Rate Period or the Conversion is canceled pursuant to 
the Indenture.. 

Matidaiorv Pirrchase 011 Each Iniet,est Pavriieiit Duie fbr Flexible Rate Period. 
Whenever the Interest Rate Mode for the Bonds is the Flexible Rate, each Bond will be subject 
to mandatory purchase at a purchase price equal to the principal amount thereof', without 
premium, on each Interest Payment Date that interest on such Bond is payable at an interest rate 
determined for the Flexible Rate,. Owners of Bonds will receive no notice of such mandatory 
purchase. 

Mandatot-v Pirrchase 011 Dav afiet Etid of ilie Semi-Anriiml Rare Period, the Aiiiiiral Raie 
Period or ihe Lotic Term Raie Period Whenever the Interest Rate Mode for the Bonds is the 
Semi-Annual Rate, the Annual Rate or the Long Term Rate, such Bonds will be subject to 
mandatory purchase on the Business Day following the end of each Semi-Annual Rate Period, 
Annual Rate Period or Long Term Rate Period, as the case may be, for such Bond at a purchase 
price equal to the principal amount thereof plus accrued interest, if any, to such date. 

Noiice io Owlets of Matidatorv Pirrchases, Notice to owners of a mandatory purchase of 
Bonds on a Conversion Date or upon a change in Long Term Rate Period will be given by the 
Bond Registrar, together with the notice of such Conversion or change of Long 'Tenn Rate 
Period, as applicable, by first class mail at least 15 days (30 days in the case of Conversion from 
or to the Auction Rate, the Semi-Annual Rate, the Annual Rate or the Long Term Rate or in the 
case of a change in the Long Term Rate Period) but not more than 45 days before each 
Conversion Date or each effective date of a change in the Long Term Rate Period. Notice to 
owners o f a  mandatory purchase of Bonds after the end of each Semi-Annual Rate Period, 
Annual Rate Period and Long Term Rate Period will be given by the Bond Registrar by first 
class mail at least 30 days prior to the end of such period,. The notice of mandatory purchase will 
state those matters required to be set forth therein under the Indenture. No notice of mandatory 
purchase will be given in connection with a mandatory purchase on an Interest Payment Date for 
a Flexible Rate Period. 
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Kentucky IJtilities Company 
Case No. 2008-00251 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:OOl Section 10(6)(q) 

Sponsoring Witness: S. Bradford Rives 

Description of Filing Requirement: 

Annual report to shareholders, or members, and statistical 
supplements covering the two (2) most recent years ,porn the 
utility's application f i l ing  date. 

Response: 

There are no annual reports to shareholders or members during 
the period referenced. KU does not publish a statistical 
supplement. 

Federal securities rules generally require the delivery of 
annual reports to public shareholders when requesting their 
vote via certain proxy solicitations. During the period in 
question, the common stock of' KLJ has been wholly-owned by 
E.ON U.S. LLC and no proxy solicitations occurred with 
respect to KIJ's former preferred stock (which preferred stock 
was ultimately redeemed in October ZOOS.) 

(Copies of the audited annual financial statements and other 
financial information of KU relating to the period described 
are provided in Filing Requirement 807 KAR 5:OOl Section 
10(6)(s), [Tab No. 381.) 
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