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Louisville Gas and Electric Company 
Case No. 2008-00252 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:OOl Section 10(6)(1) 

Sponsoring Witness: Valerie L. Scott 

Description of Filing Requirement: 

The most recent Federal Energy Regulatory Commission or 
Federal Communication Commission audit reports. 

Response: 

The most recent Federal Energy Regulatory Commission audit 
report relating to LG&E’s electric business is attached. The 
Federal Energy Regulatory Commission does not audit 
LG&E’s natural gas business and therefore no such audit 
reports exist. The Federal Communication Commission does 
not audit LG&E and, therefore, no such audit reports exist. 
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FEDERAL ENERGY EGULATORY COMMISSION 
WASHINGTON, 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: 

1. 
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. § 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. 3 385.713 (2006).. 

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 of this letter 

5. 
any adjustments it may consider proper from additional information that may come to its 
attention. 

This letter order is without prejudice to the Commission's right to require hereafter 



6 .  
please contact h4r. Bryan K.  Craig, Director, Division of Audits at (202) 502-8741. 

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

Director 
Office of Enforcement 

Enclosure 
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Docket No. PA05-9-000 

I. EXECUTIVE SUMMARY 

A. Overview 

The Office of Enforcement (OE)’ has completed an audit of the operations of 
LG&E Energy LLC (LG&E).2 For purposes of the audit, the relevant parts of LG&E’s 
corporate structure included: 

The two utilities (Louisville Gas & Electric Company and Kentucky Utilities 
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 (2005), which requires the transmission function to operate independently from 
LG&E’s energy marketing operations, 

LG&E’s market-based rate tariff, 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 IJS. 

LG&E Power Mktg., Inc , 68  FERC 11 61,247 (1994); modifzed on other grounds, 3 

69 FERC 7 61,153 (1 994). LG&E Power Mktg.’s name was changed to LG&E Energy 
Marketing Inc. (LEM). See Notice of Name Change, Docket No. ER97-3418-000 (filed 
June 24, 1997). 

1 
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Midwest IS0  (MISO) Open Access Transmission Tariff (OATT) $28.6 Restrictions 
on Use of Service; $30.1 Designation of Network Resources; $30.4 Operation of 
Network Resources; and s30.7 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 Tarifl, and MISO’s OATT at LG&E, we identified nine areas of non- 
compliance. 

Code of Conduct Compliance 

Fztnctional, Physical, and Operational Sepal atiori oJLG&E s WMF and Afiliated 
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 oflnformation on Sales to Aflliates 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 

Disclosures OJ fiarisniission arid Customer Ir?for.ination: 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, L,G&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. 

Smdards  ofCor?duct Paiiiiiig: The scope of LG&E’s Standards of Conduct training 
program was inconsistent with Commission regulations and with L.G&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 L.iniit Access to System Control Centers: 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 L,G&E’s Marketing and Energy Affiliates as required by 
18 C.F.R. 3 358.4(b)(2) (2005). 

Market-Based Rate Tariff Compliance 

Electric Quarterly Report Inaccuracies: LG&E’s Electric 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 L,G&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 E,MS 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 
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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 MISO Day 2 market. After working with audit staff to perform the 
review of LG&E’s use of NITS, L,G&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 ofNITS. 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 lo 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 he 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 objectives were to determine compliance with: 

LG&E‘s Code oPConduct, 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.5 Standards of 
Conduct compliance was also evaluated against LG&E’s own implementation 
procedures.6 

‘ Open-Access Same-Time Ijformation System formerly Real-Time Information 
Networks) and Standards ojConduct, 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 ojCondirct for Transmission Providers, Order No. 2004, 68 FR 69134 
(Dec. 11,2003), FERC Stats. & Regs., Regulations Preambles 731,155 (Nov. 25,2003), 
order on reh ’g, Order No. 2004-A, 69 FR 23562 (Apr. 29,2004), FERC Stats. & Regs., 
Regulations Preambles 7 31,161 (April 16, 2004), order on reh ’g, Order No. 2004-B, 69 
FR 48371(Aug. 10,2004), FERC Stats. & Regs., Regulations Preambles 11 3 1,166 (Aug. 
2,2004), order on reh‘g, Order No. 2004-C, 70 FR 284 (Jan. 4, ZOOS), FERC Stats. & 
Regs., Regulations Preambles 7 31,172 (Dec. 21,2004), order on reh‘g, Order No. 2004- 
D, 110 FERC 61,320 (ZOOS), nppealpending, (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://lgeener~v.com/repulatoi7//ltreku compliance procedures.pdf. 

6 
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LG&E’s market-based rate tarifL7 

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 OATT requirements, this audit focuses 
primarily on the period from January 1,2003 to December 3 1,2005. 

E. Scope and Methodology 

The OE has completed an audit of the operations of LG&E. As part ofthe 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 OATT 
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,ouisvClle Ga.s & Elec. Co., 85 FERC 161,125 (1998) (accepting for filing joint 
market-based rate tariff of LG&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); Lozrisville 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 Svstein Operator, Inc., et al., 84 FERC 1 
6 1,23 1 (1998); order 011 reconsideration, 85 FERC 7 6 1,250 (1 998); order on reh &, 85 
FERC 7 61,372 (1998); order 017 rompliai?ce,filing, 87 FERC 161,085 (1999). 

7 
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Ill. 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 of LG&E’s Code of Conduct states that “(t)o the maximum extent 
practical, employees of the Utilities [i.e , LG&E’s WMF] who operate the Utilities’ 
systems or engage in power purchasing or selling on behalf of the Utilities 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 SeDaration 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, Le.,  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., h e . ,  68 FERC q 61,247 (1994); mod$ed on other grotciids, 
69 FERC 7 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). 

8 
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information, as well as specific market information about WMF and LEM trading 
operations was discussed at these meetings. 

According to the ,job description ofthe 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 hnctional separation between WMF and LEM was inconsistent with LG&E’s Code of 
Conduct. 

Physical Separation Between WMF and LEM 

LG&E lacked sufficient physical harriers 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 R A C K  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 othei 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. L.G&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 Alreadv Taken bv 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 
LC&E building and LEM employees no longer have access to the seventh floor as of 
March 3 I ,  2006. 

LG&E also began maintaining a written log of all access to tapes and revamped its 
recording syslem 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 L.EM 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 functional separation problem between 
WMF and LEM. LG&E will submit a plan to functionally separate WMF and L.EM. 

11 
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2. Sharing of Market Information 

LG&E’s WMF shared market infomation 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 Iltilities 
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 Iltilities 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, provided that such employees are prohibited 
from acting as conduits to pass market information obtained from the [Jtilities to the 
Marketers.”” (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 of Conduct. 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 stafi 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 

I U  Id 
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information included reforecast 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 LE,M’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 LG&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 
L,EM employees used group accounts and passwords, it was not possible to track 
individual access to specific account information. 

‘ I  The information related to Western Kentucky Electric (WIG), LEM’s sole 
remaining customer. In past years the information also related to LEM’s contract with 
Oglethorpe Power Corporation (OPC). 
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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. 

LG&E shall submit all controls 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 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 AIreadv 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 
lune 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, L,G&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 GE/Harris 
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 of Information 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 Utilities will sell power to the Marketers at a rate that is no 
lower than the rate the Utilities charge to nonaffiliates; simultaneously with making an 
offer to sell power to the Marketers, the Utilities will make the same offer to nonaffiliates 
through a posting on their electronic bulletin board (“EBB”); and simultaneously with the 
striking o ra  power sales transaction with the Marketers, the Utilities will post the actual 
price paid on their EBB.”” 

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 of2005, 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: 

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

’* 80 FERC 7 61,348 (1997). 

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 2005, L,G&E provided us the website addiess for the EBB, 
http://apps.leeenerFLY.com/fercgenieensales.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 1,2005. 

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 lo 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 $12/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 $I2/MWh during any 
hour during which it posted an asking price of $I2/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 $I2/MWh did not satisfy 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. 
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Prices of 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 Poslines 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 L,G&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 10 days during 
calendar year 2001 

Recommendations 

We recommend that LG&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. 

1 1 I 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. 

Actions Already Taken bv LG&E 

We had numerous discussions with LG&E about the accessibility and 
effectiveness of its EBB poslings 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 of a Final Audit Report in this docket. 
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IV. STANDARDS OF CONDUCT 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 Guidancei4 

A Transmission Provider must ensure that any employee ofthe 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. 15 

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.I6 

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, 

l 4  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. 

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

l6 18 C.F.R. 5 358.S(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.” 

If an employee of the Transmission Provider discloses information in a manner 
contrary to the requirements of sections 3.58.5(b)( 1) and (2), the Transmission Provider 
must immediately post such information on the OASIS or Internet Web site.” 

Also, LG&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 L,G&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 employees.” 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 - Hardin County; 1.38 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 

‘7 18 C.F.R. § 358S(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. § 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 improper 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 Meeting 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 oiTransmission 
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 by E-Mail 

On the first of the 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 Corporafion et al, (Alleglieny) 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 Alleglieiiy, 84 
FERCl61,131 at 61,729 (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, Hoosier 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”” LG&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. 

1.5 

Post OASIS notices for all of 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 of 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 o r a  Final Audit 
Report in this docket. 

Actions Already Taken bv 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 wrinen 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 (Le., 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.” 22 

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 
forms.”“ 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 
Stunduds oJCondztct training prior to the September 22, 2004 implementation 
date. 

0 The initial Stundurds ofCondttcr training shall be conducted through interactive 
training programs developed and prepared by the Edison Electric Institute.25 

** 18 C.F.R. 5 358.4(e)(5) (2005). 

23 18 C.F.R. 5 358.4(e)(2) (2005). 

24 FERC Stats. & Regs, Regulations Preambles 7 1,155 at P 36. 

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

We reviewed L,G&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, Le., “employees with access to transmission information or 
information concerning gas or electric purchases, sales, or marketing functions.”z6 

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, c 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-fonvard 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.. .” 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.”*’ 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  customer^.^^*^ 

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 and/or 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) 

18 C.F.R. lj 358.2(a) (2005). 

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

3u “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 the visit.3’ 

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 of the 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 

” 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: 

2 1 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. L,G&E shall submit all procedures to OE for approval within 
30 days or issuance of a Final Audit Report in this docket. 

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. 

22. 

Actions Already Taken by LG&E 

LG&E informed us that on January 10,2006, it revised its wehsite 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 to 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 of 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 ofthe 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,.. ,, I 

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 

33 FERC Stats. & Regs, Regulations Preambles 7 31,161 at P 163 
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performing. If the service company is performing transmission functions, 
additional detail is required.34 

Discussion 

L,G&E’s posted several organizational charts on its website at 
3s httD://lgeenergy.com/reeulatory/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- of 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, i e ,  
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 7 3 1,166 at P 79. 

We reviewed the organization charts on April 5,2005. 3s 
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LG&E’s postings failed to show what position another Marketing and Energy 
Affiliate, LG&E Power Services LLC, occupied within the corporate structure. 

Recommendations 

We recommend that LG&E: 

23 ,, 

24 I 

25 I 

Post organizational charts and employee information showing the required 
information for all of the business units engaged in the sales function. 

Revise its organizational chart postings to show the position of all Energy 
and Marketing Affiliates within the corporate structure. 

Revise its organizational chart posting to clearly show that LG&E uses its 
service company as the employment mechanism for the Transmission 
Provider and its Energy and Marketing Affiliates. All postings shall be 
made within 7 business days of the issuance of a Final Audit Report in this 
docket, consistent with 18 C.F.R. Ej 358,4(b)(3)(iv) (ZOOS). 

Actions Alreadv Taken bv LG&E 

After discussions with us, LG&E updated its posted organizational charts. We 
reviewed LG&E’s organizational charts in .January 2006, and found the revised 
organizational charts included more, but not all, of the information required under 18 
C.F.R. 5 358.4(b)(3) (2005). 
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8. Shared Facilities 

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

Pertinent Cu- 

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. 

36 18 C.F.R. 5 358.4(b)(2) (2005). 

37 Transmission Provider is defined as follows in 18 C.F.R. (i 358.3 (2005): 
(a) Transmission Provider means: 
( I )  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 sewice 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 18 C.F.R. 5 358 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 infomation 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 IJniversal 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 hegin 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 confixion 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 inaccurately 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-identifier 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 

RevisedPzrblic Utilify Filing Requirernerzfs, Order No. 2001, FERC Stats. & 
Regs., Regulations Preambles, 1 3 1, I27 (2002), order on re/7‘g, Order No. 2001 -A, 100 
FERC 7 61,074 (2002), order. on r.ecorzsideratior7 and clur.~j?cation, Order No. 2001 -B, 
100 FERC 7 61,342 (2002); Order No. 2001-C, 101 FERC 761,314 (2002); Order No. 
2001-D, 102 FERC 761,334 (2003); Order No. 2 0 0 1 4  105 FERC 761,152 (2003); 
Order No. 2001-F, 106 FERC 161,060 (2004). 
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2005003080 lor $51 S O  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 ‘‘OF 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 “P” 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 of Conduct 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 [Jtilities, El Paso Merchant Energy L.P., El Paso Merchant Energy, LP, 
Owensboro Municipal Utilities, and Rainbow Energy Marketing Corp.. 

Recommendations 

We recommend that L,G&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. 

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

28. 

29. 

30. 

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 31, 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 ils 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. 

37 



/Appendix 1 

June 29,2006 

MI., Bryan Craig, Director 
Division of Audits 
Office of Enforcenient 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, DC 20426 

RE: L,ouisville Ca.s and Electric Coiiipany, Keittucky Utilirie,s Company 
Docket No., PA05-9-000 

Dear Mr. Craig: 

This letter sets forth the response of Louisville Gas and Electric Company (“LG&E”) and 
Kentucky Utilities Company ( “ K U )  (collectively, the “Companies”) to the draft audit report issued by 
the Federal Energy Regulatory Commission’s (“FERC” or the “Commission”), Office of E,nforcement, 
Division ofAudits (“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. 

I. INTRODUCTION. 

The Companies agree with the findings and recommendations set forth in the Draft Audit Report 
Further, the Companies appreciate the opportunity to respond to the DraR Audit Report., Encouraging, 
facilitating, and maintaining on-going compliance with Commission’s regulatory initiatives and 
requirements is of the highest priority to the Companies and consistent with the core values and 
behaviors of E.ON U.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 it) 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 P o k y  Siaterneiit oil E~$orcement.”’ One of the core behaviors that defincs the global LON 
corporate family is the “drive for excellence.” In this rcgard, the Companies are committed to driving for 
excellence in the area of FERC regulatory compliance by implementing, monitoring, and periodically 
evaluating the effectiveness and efficiency of 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 o f  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 prograin 
that encompasses the full range of FE,RC regulatory obligations, and to develop and implement a strategy 
for enhanced training, monitoring, and auditing the effectiveness of the overall internal FE.RC 
compliance process. The Companies’ ongoing commitment to compliance has the full support of the 
entire senior management team of E-ON 11 S .  L.LC, as well as their commitment to support the 
development and the implementation of the broader FE.RC compliance program. 

As noted in the Policy Staternett/ ori Erforcenienr, 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 employees engaged in day-to-day 
operations. As noted above, E.ON 1J.S L.LC 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 EON 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. LLL 
reiterates our commitment to strengthening and maintaining an effective and opcn culture of compliance. 
This commitment is an integral part of our corporate identity and reflects our core values and behaviors. 
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11. RESPONSE TO PROPOSED FINDINGS AND RECOMMENDATIONS. 

The Companies sinccrely appreciatc FERC Audit Staft‘s willingness to work with our employees 
and, where possible, provide guidance to help strengthen our overall compliance with the Audit Itenis. 
Prior to addressing specific comments on the proposed findings and recommendations, the Companies 
would like to highlight their cooperation with FERC Audit Staff as the audit progressed. We believc that 
thc spirit in which the revised procedures for the Before-the-Purchase System 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 Staff to 
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 set 
forth in the Draft Audit Report As discussed in Section I ,  above, the Companies and their parent, E.ON 
U S  LLC, are committed to ensuring on-going compliance with the Audit Items, as well as other 
applicablc 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 compliance 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 of non-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. 

I .  Functional. Phvsical. and Operational Separation 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 thc LG&E Code of Conduct, from their 
affiliated power marketer, LG&E Encrgy Marketing Inc.  (“LEM”). Draft Audit Report at 8-1 I .  As 
discussed below, the Companies have already implementcd. 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, the Companies provide thc 
following update. 

a. Functional Separation Concerns. 

The Draft Audit Report states that the functional separation between WMF and LE.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 
tirst 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 LEM trading operations was discussed. Id, The second example addresses certain aspects of 
the job description for the SVP E.nergy Marketing’s indicating “that the SVP Energy Marketing is 
expected to coordinate WMF and LEM activities to provide a greater return for the LGSrE. corporate 
family ’’ Id at 9 The Companies agree with the findings made in the Draft Audit Report regarding the 
functional separation between WMF and LE,M and agree to implement post-audit corrective measures to 
improve their compliance with the L.G&E. Code of Conduct functional separation requirements. 

In order to ensure clear and full compliance with the finctional 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 ofthe SVP E.nergy Marketing. AI1 language in the 
current job description indicating that SVP Energy Marketing is expected to “coordinate WMF and L.EM 
activities to provide a greater return for the LG&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 LE,M in a manner that ensures that WMF and LE.M: ( I )  are treated as 
separate and distinct businesses in accordance with the functional separation requirements of the LG&E 
Code of Conduct; and (2) will produce the greatest return for the E O N  U.S. corporate family on an 
independent and stand-alone basis, Further, the revised job description will acknowledge the SVP 
Energy Marketing’s obligation to comply with the No Conduit Rule set forth in the LGSrE, Code 0 1  
Conduct. 

Second, as discussed in Section 1II.A.I b. below, the SVP E.nergy Marketing has discontinued 
holding monthly trading meetings that are,jointly attended by WMF and LEM staff Concurrent with the 
physical relocation of LEM to an enclosed work space on the Fourth (4Ih) Floor West section of the 
E.ON U.,S. LLC Building located at 220 W. Main Street in L,ouisville, Kentucky (‘EON Center”), the 
SVP Energy Marketing has implemented a process change and now meets with WMF and L.EM 
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 designee IO 
attend any business meetings where both WMF and LE.M staff are present This process change squarely 
covers any meeting where the SVP E.nergy Marketing also may be present with both WMF and LEM 
staff. 

Third, per prior discussions with FE.RC Audit Staff on or about February 6, 2006, the Companies 
commit to adhere to the chain of command for WMF and L.EM in order to maintain separation between 
the SVP E.nergy Marketing and the execution of day-to-day WMF and LEM activities consistent with the 
SVP Energy Marketing’s status as one of most senior executives in the E..ON US. L1.C corporate family 
and the Companies’ existing delcgations of corporate authorities. 
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Together with the corrective mcasures designed to ensure proper physical and operational 
separation discussed in Sections 1II.A. I .,b and c, below, the Companies respectfully submit that, given 
the relatively small size of E.ON U.S. LL.C regulated and unregulated trading operations, these 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 oftheir post- 
audit implementation plan. 

b. Physical Separation Concerns. 

The Draft Audit Report states that the physical separation between WMF and LE.M is not 
consistent with the LG&E Code of Conduct. Draft Audit Report at 9. Tlie Companies agree with the 
findings regarding physical separation concerns and, as discussed below, have implemented a number of 
corrective measures that assure that tlie physical separation of WMF and LEM 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 Staff dated January 11,2006 (“.January 1 1  Letter”), the Companies hereby confirm 
that as of March 3 1, 2006, L.EM has been physically relocated to an enclosed work space on the 4”’ Floor 
West section of E. ON Center. The enclosed LEM work space on the qLh Floor West section ofthe E.ON 
Center is secured by a card-key reader that only permits access to LE.M personnel and a limited group of 
support personnel thal may be shared consistent with requirements of the LG&E Code of Conduct, such 
as the CCO and designees, internal legal counsel, E.nergy Marketing Accounting, Trading Controls, and 
Operations Analysis/Systeni Implementation. 

Neither the 41h Floor of the E O N  Center nor the enclosed LEM workspace located thereon can be 
accessed by WMF personnel. Conversely, neither the 7‘h Floor oftlie E,ON Center nor the enclosed 
WMF workspace located thereon can he accessed by LE.M personnel. 

A full description of the specifics regarding the key card access restrictions to the enclosed LE,M 
work space on the 41h Floor West section, and to the WMF work space on the 7Ih Floor North section, of 
tlie E,.ON Center will be provided in the Companies’ post-audit implementation plan. Further, written 
procedures governing rile access to the WMF and L.EM workspaces for authorized E. ON U.S. LLC 
eiiiployees and other permitted persons will be adopted by the Companies as part of comprehensive Code 
of Conduct compliance program. 

C. Oaerational 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. DraR Audit Report at 9- IO. The Companies agree with these findings as set 
forth in the Draft Audit Report and havc already undertaken measures to ensure compliance with the 
operational separation requirements of the LG&E, Code of Conduct as it relates 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. 

5 



In their January 1 1 Letter, the Companies proposed to implement certain internal controls to 
ensurc appropriate operational separation under the L.G&E. Code of Conduct with respect to WMF and 
LXM trader telephone conversations using RACAL. digital tape recorders. ,January I 1  Lttter at 5, The 
Companies continue to pursue the implementation ofthe corrective measures outlined in the January I I 
L.etter. However, the Companies hereby inform FERC Audil Stafr 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” ofpreviously recorded conversations. One 
NiceCall Focus III machine is dedicated exclusively for use by L.EM., The second machine is dedicated 
for use exclusively by WMF. The Companies believe that their investmenl in separate voice recording 
machines for L.EM and WMF that contain “desktop review” tcclinology is a substantial step towards 
achieving the operational separation required by the L.G&E Code of Conduct with respect to recorded 
calls. 

Distinct from the RACAL. recorders, the NiceCall Focus I11 voice recording systems are operated 
on a stand-alone basis and are not interconnectcd in  any way, physically or operationally. As noted 
above, these machines contain technology that allows traders to engage in desktop rcview of prior 
recorded calls. As discussed in greater detail in tlie Companies’ post-audit implementation pian, traders 
for WMF and LEM 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 of trading activities, supervisory personnel within LE.M and WMF 
are also permitted to access the recorded conversations oftraders assigned to their business unit Is’ 
Limited access to recorded conversations is permitted by certain “shared support” personnel that are 
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 tlie CCO and his designees. 

In two distinct respects, the Companies believe that the use of the separate NiceCall Focus I11 
machines with “desktop rcview” 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 physical access to the work space where these machines 
are currently stored. Second, because different NiceCall Focus i l l  machines are used by WMF and 
LE,M, taken together with the fact that WMF and LEM have been physically separated as described in 
Section III.A.l.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 LG&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 
Compariics will adopt these written procedures as part of comprehensive Code of Conduct compliance 

I*! 

assigned channels on the NiceCall Focus 111 machine that is dedicated for use exclusively by I.FM Similarly, WMF traders 
may only access assigned cliannels on the NiceCall Focus Ill that is dedicated for use exclusivcly by WMF 

L.EM supervisov personnel may only access voicc recordings on the NiceCall Focus 111 machine dedicated for use 
exclusively by L.EM Similnrly, WMF supervisory personncl may only access voicc recordings on the NiceCall Focus 111 
machine dedicated exclusively for use by WMF 

!3ccause scparatc NiceCall Focus 111 machines are used by L E M  and WMF, traders for L EM may only ucccss 
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program, With regard to historic convcrsatioiis recorded on the RACAL tapes, the Companies propose 
to implement internal controls consistent with those outlined i n  their January I I Letter. 

In that regard, the January I I Letter proposed to implement a policy or set of procedures designed 
to ensure that: ( I )  trading personnel of one operation (whether WMF or LEM) will not have access to 
RACAL, tapes of recorded conversations of the other; and (2) that anyone requesting access to RACAL 
tapes of recorded conversations must listen to such tapes in a location that does not permit access to 
phone conversations ofthe other group (i  e ,  in their assigned work spaces), Specifically, the Companies 
proposed to develop a log book or another forni 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 phone 
conversations; 

The name oftheir business unit (e.6 , 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, incorrect 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 adopted as part of a comprehensive Code of Conduct compliance program 

2. Sharing of Market Jnfonnation 

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 Report at 12-1 3 .  The 
Companies agree with these findings regarding joint staff meetings between WMF and LEM as set forth 
in the Draft Audit Report As discussed below. the Companies have already undertaken significant 
measures to ensure compliance with the information sharing restrictions in the L.G&E Code of Conduct 
and propose to formalize these measures in their post-audit implementation plan. 

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



business mcctingsjointly attended by WMF and LEM personnel The CCO or his designee maintains a 
high-level agenda and/or 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 Energy Marketing with WMF and LEM 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 LG&E Code of 
Conduct and subject to the No Conduit Rule. In accordance with the No Conduit Rule, non-public WMF 
or LEM market information discussed during meeting with onc business unit (i e .  WMF) is shared in 
meetings with the other business unit ( i , e ,  LEM) and vice versa. 

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

b. Password Access to EMS Information 

The Draft Audit Kepnrt states that Conipanies password access controls to the shared Energy 
Managemcnt System (“E.MS”) were insufficient and inconsistent with the Companies’ password security 
policy., Draft Audit Report at 13. Prior 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 
uniquc password access was contrary to the Companies’ password security policy and increased 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 Reporl and have already taken 
corrective measures to addrcss 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./Harris EMS. As required by GE/Harris vendor 
support requirements, a common user-id still cxists solely and cxclusivcly for maintenance purposes. 
However, the WMF and L.EM E.MS users do not have access to the vendor required common user-id and 
may only access the EMS through their own tinique user-id and password., 

The Companies are in the process of installing a ncw 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 of the installation 
of the new OS1 EMS and on a quarterly basis thereafter until the OS1 EMS becomes fully operational. I n  
addition, the Companies agree to conduct an independent review by their internal audit department or an 
outsidc 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 E.MS access 
requirements will he adopted as part of the Companies’ existing Standards of Conduct compliance 
program and the proposed comprehensive Code of Conduct compliance program 

8 



3 .  Posting Informatioii on Sales to Affiliates at Market-Based Rates 

a. Accessibility of EBB Information to Market Participants, 

The Draft Audit Report raised a number of concerns regarding the accessibility of the Companies 
EBB to market participants. Draft Audit Report at 15-16 The Companies agree with the findings 
regarding the accessibility of EBB information to market participants 

As noted in the Companies’ January 1 i Lelter, as of January 2006, a link to the EBB, entitled 
“LEM Transactions” was posted on the left-hand column of regulatory page of the L O N  U.S. LLC 
Internet site. January 11 Letter at 6 n.2.. The regulatory page of the E.ON US.  LLC lnternet site can be 
accessed at the following web address: httn://www.cotl-tts.comirerallntorv.as~~, Subsequently, to ensure 
the easiest possible ratepayer and market parlicipant access to the E.BB, the Companies posted an 
additional EBB link, entitled “L.EM Transactions EBB,” on the lower right-hand corner of the homepage 
ofE.  ON U.S. L1.C Internet site. The homepage of the E.ON U S .  LLC Internet site can be accessed at 
the following web address: httrt:Nwww.eon-us.conl/honie.asp. Accordingly, as  of the date hereof, there 
are two (2) separate and easily accessible links on the E.ON U.S LL.C Internet site for interested parties 
to view the EBB. 

A copy of the regulatory page and the home page of the EON U.S. LLC 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 that Companies’ efforts to post offers to sell to LEM on the E.BB 
nere not consistent with posting requirements set forth in Paragraphs 7 and 8 of the 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 1 I L.etter, the 
Companies proposed to develop process changes to facilitate significantly stronger compliance with the 
posting requirements set forth Paragraphs 7 and 9’ of the LG&E Code of Conduct. 

A presentation generally outlining the proposed process changes was made and submitted to 
FE.I<C Audit Staff on December IG, 2005. The process changes proposed in the presentation and 
described below are based on the Companies’ understanding of existing Commission precedent 
addressing the need for implementing the EBB requirement when regulated utilities engage in market- 
based sales with unregulated affiliates. Specifically, Commission precedent is clear that when traditional 
public utilities engagc in power sales to an affiliated power marketer, public utilities may have an 
incenlivc to favor their affiliated marketer to the detriment 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 

I”’ 

in Docket No ER99-1623 were iiicorrcctly numbered There are a total ofnine (9) paragraphs ‘The eighlh and ninth 
paragraph nf the LG&E Code of Conduct are incorrectly labeled paragraphs 9 and 10 
171 

(2002): i;irvfE/icrgyCorp c f d .  94FERC~61.182al6l,h30(2001);~1//io~ilSc.rviccr Co.X5 FERC%61.344at62.335 
(1998), 

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

SeeDetroi/Edison Go. c/ul,,80FEKC~61.348at62,198(1997): ~cr.o/soAqui/u. / K ,  101 FERCV61.311 a t P 8  
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diversion of benefits ftom the public utility (and its captive ratepayers) to the affiliated power inarkcter 
(and its shareholders).,"' 

To avoid the diversion of benefits from captive ratepayers to shareholders, the Commissioti 
requires that utilities engaging in power sales to affiliated marketers must price such transactions at a ratc 
no lower than the rate the utilities charge to non-affiliates."] 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 transpar:ency is to allow interested third- 
parties (i e.. ratepayers and market participants), as well as the Cornmission itself, to independently 
verify whether such ai'filiate transactions were priced in accordance with this standard 

As a practical business and operational matter, it is extremely difficult, i f  at all possible, to 
comply with the literal language set forth in Paragraphs 7 and 9 of the LG&E Code ofConduct, i e ,  
mandating the simultarieous posting of: ( I )  offers to LE,M; and (2) executed affiliate power sales 
transactions. Due to the pacc of modem trading operations, transactions are negotiated and cxeculed 
within minutes. Traders in the WMF cannot in such a short period of time: ( I )  survey the market and 
develop a credible picture ofthe prevailing market price for a given product; (2) negotiate with several 
counterparties to obtain the best sales price possible; ( 3 )  execute trades; and (4) post offers to, and 
executed sales with, L.E.M 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 self-dealing 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 L.G&E. Code 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 mechanism for monitoring on a real-time 
basis whether sales by the Companies to LEM may result in an improper diversion of bencfits from 
ratepayers due to the failure to price such transactions in a manner that complies with the LGGIE, Code 01 
Conduct 

The Companies recognize the complexities of this particular issuc and look forward to working 
nith FEKC Audit Staff to finalize these process changes as part oftheir post-audit iniplenientation plan 
The final process changes for posting offers to 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, LLC senior management will supervise the formal roll-out 
sessions 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 EBB posting 
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process, 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 IO L.EM were consistent with the affiliate pricing 
provisions sct forth in Paragraph 6 of the LG&E Code ofConduct. Draft Audit Report at 17. The Draft 
Audit Report notes that the WMF traders established the market price for next-hour energy sales to LEM 
through telephone queries with potential counterparties and through broker quotes. /d, The Draft Audit 
Report further states that, although no cvidence that WMF traders transacted with LEM at less than 
market pricc, WMF traders did not generally employ strong controls to establish the market prices. /d 
The Companies agree with the findings relating to the pricing of affiliate sales as set forth in the Draft 
Audit Report 

The process changes for posting offers to sell on the EBB 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 deterniinc whether posted offers 
to sell to L.E.M hourly or daily energy are priced no lower than prevailing market prices for each product 
These procedures provide for a specific period after an offer to sell to L.EM is posted on the EBB during 
which WMF traders must exercise commercially 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 L,EM until after the specified 
posting period has expired. If, at the expiration of such period, an offer to sell to L.EM 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 L.EM. 

As discussed in greater detail in the Companies’ post-audit implenientation plan, these procedures 
b i l 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 i n  2001 ielating to whether, for 
a period of time, the EBB was properly used to post offers and sales rrorn WMF to L.EM to support a 
long-term sales obligation that LEM had with Morgan Stanley. Draft Audit Report at 17. The 
Companies agree with the tindings regarding the EBB postings in  2001 as SCI forth in the Dralt Audit 
Report. E.ON US LL.C senior management is 
EBB to properly post offers and sales to L.EM in accordance with the LG&E. Code ofconduct 
requirements., 

committed to ensuring that the Companies use the 

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



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

Providing foriiial employee training regarding the purpose, application and importance of the 
EBB posting process (including potential raniifications for oon-conipliance -- both internally and 
externally); 

[mpiementing additional internal controls dcsigncd to cnsure that. when offers to L.EM are made 
and sales are executed. all requir’ed EBB postings are timely made and consistent with the LG&E 
Code of Conduct; and 

Providing periodic follow-up training and reviewing the revised EBB posting process 
periodically to ensure that i t  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 tlie process changes for thc E.BB posting process will be forinally rolled out by cunent E,.ON U S  
L.LC management. Senior management will ensure proper oversight of cmployee training sessions 
regarding the scope, application and importance ofthc E.RB posting process. In addition, management 
will ensure that appropriate rcsources are dedicated to conduct periodic internal reviews and follow-up 
training to ensure on-going compliance with the EBB posting requirements, 

B. STANDARDS OF CONDUCT FINUINGS AN0 RECOMMENDATIONS. 

As discussed in Section I above, as part of their post-audit implementation plan, the Companies 
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 tlie SCWP as necessary 
1-lie comments below respond to the specific findings and iecommendations set forth in the Draft Audit 
Report 

I .  Disclosure of Transmission and Customer Information 

a .  Disclosure of Transmission Information bv Teleahone. 

The Draft Audit Report identilies three instances where transmission function employees of the 
Companies disclosed non-public transmission informalion to regulaled generation dispatchers during tlie 
course of reliability-rclatcd Transmission Line L.oading Relieugeneration redispatch events (“Generation 
Redispatcli Events”). Draft Audit Report at 20-2 1 Bccausc thc Companies regulated generation 
dispatchers are organizationally and functionally housed in tlie WMF business unit (an Energy Affiliate). 
thc identified transmission information was disclosed through non-public communications Id, at 17. 
‘The Companies agree with the factual findings regarding thc disclosure o l  transmission inforniation 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 
Events were posted on tlie Standards of Conduct Page ofthc E.,ON 1J.S. LL.C Internet site on .January 13. 
2006. The posting can be found at: htta://www.eon-us.coni/re~ulalorv/disclosure of infonation.odf. 
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In thcir .January 1 1 L.etter, tlie Companies proposed to develop certain proccss changes to ensure 
that any information disclosed by transmission runction employees or by a third-party Transmission 
Provider are promptly reported to the CCO for evaluation and, where necessary, postcd on the OASIS or 
the E..ON U.S. L.L.C Internet site. January I I L.etter at  8-9, In the intervening period, the process 
changes outlined below have been implemented by the Companies These process changes govern the 
behavior of both transmission function employees and regulated generation dispatchers during 
Generation Redispatch Events and include the following concepts: 

During Generation Redispatch Events, transmission functiori 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 tlie 
cause of the Generation Redispatcli Event. 

Transmission function employees and regulated generation dispatclicrs 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 dispatchcrs, 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-party 
(including. but not limited to. a security coordinator or reliability authority, or another 
Transmission Provider), apart from notifying the CCO, transmission function employees and 
q u l a t e d  generation dispatchers will comply with tlie 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, tlie process 
changes outlined above will be converted into written procedures and incorporated into the Companies’ 
existing SCWPs and future Standards of Conduct training programs sponsored by the Companies 

b, Disclosurc of Transmission information at a Meeting Attended by 
Transmission and Marketing Employees 

The Draft Audit Report identifics one meeting in which transmission personnel and inukeling 
personnel were present at which the Companies’ transmission personnel disclosed non-pubic information 
regarding the status of two transmission projects, Draft Audit Report at 21 The Draft Audit Report 
notes that the disclosure was not posted on tlie OASIS in a timely manner ld. As noted in  the Draft 
Audit Report, no evidence was found that Companies’ E.nergy or Marketing Affiliates traded on this 
inforniatioti. Jd The Companies agree with the findings regarding the disclosure of transmission 
information at  a mceting attended by transmission and marketing employees as set forth in tlie 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,ON U S .  L.L.C Internet site a!: http://www.eon- 
iis.com/re~ulatorv/disclosurc of information.Ddf on March 3 I ,  2006 Further, beginning in April 2005, 
the Companies adopted certain process changes in response to conceriis raised by FERC Audit Staff that 
cross-functional business meetings between transmission function employees and employees of E.nergy 
01 Markeling Affiliates (“C/I; Meetings”) create the potential for the sharing of non-public transmission 
information. Since April 2005, the CCO or his designee has attended all identified C/F Meetings. The 
CCO or his designee maintains a high-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, tho Companies propose to continue to conduct periodic “function specific’’ training 
sessions, including those with LON U.S. L.L.C senioi, iiianagemenl, to eiisui% that employees at all levels 
ofthe E. ON U.S. L.LC organization fully undcrstand the scope and application orthe Standards of 
Conduct restrictions on tlie sharing of non-public transmission information, including the requirements to 
post disclosures of non-public transmission information As discussed in greater detail in  their post-audit 
implenienVation plan, the Companies propose to: ( 1 )  adopt procedures detailing the need for the CCO or 
his designee to be present at all CIF Meetings as described above and incorporate such procedurcs into its 
SCWPs; and (2) will provide additional information about the “lunction specific” training sessions. 

C. Disclosure of Customer Load Data bv E-Mail 

The Draft Audit Report states that a transniission function employee e-mailed a marketing 
employee 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 tinicly manner. Id The Conipanies agree with the findings regarding tlie 
disclosure of customer load data by e-mail as set forth in the Draft Audit Report 

As noted in the posted disclosure, the custonier inforination at issue involved after-the-fact, 
monthly historic peak transmission load information. This information is used by she Midwest IS0 to 
invoice the Companies for their Schedule 10 charges under the Midwest ISO’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 U.S. L.1.C lnternet 
site on March 3 I, 2006 at: http://www.eon-us.coiiilrefulatorv/disclosure of information.pdf. 

Since February 2005, the Companies have iniplcmented 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 Energy or 
Marketing Affiliate employees. The Companies further propose to implement new written procedures 
that require tlie periodic review o f  such e-mail distributions to ensure ongoing compliance with the 
Standards of Conduct 

14 

http://www.eon
http://www.eon-us.coiiilrefulatorv/disclosure


-, 7 Standards of Conduct Training 

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 Stall discussed the Companies’ training with 
the CCO. his designees arid ollier E.ON U S. LLC officials. Subsequently. on November IO. 2005, the 
Companies submitted a letter outlining an enhanced Standards of Conduct training program., Id FERC 
Audit Staff found the proposed compliance plan to be consistent with Order No. 2004 and proposed 
findings and recommendations. Id The Companies accept the findings regarding Standards of Conduci 
training as set forth in the Draft Audit Rep0r.t 

The 2005 edition of the Companies’ Standards of Conduct training took place from November 
17, 2005 through December 3 I ,  2005. The 2005 training program required the participation of& 
employees in the E.ON U S ,  L.L.C corporate ramily at  the manager level and above, as well as employees 
\villi the words or phrases “supervisor.” “team leader.” or “group leader” i n  their job title “I In  addition, 
the Companies trained a employees in the following lines of business: ( I ) the Companies’ Transmission 
Function; (2) All Energy Marketing Personnel (regulated and unregulated); ( 3 )  Information Technology; 
(4) Accounting and Finance; (5) Corporate Communications; (6) L.egal: and (7) Regulatory These 
functional areas of responsibility were selected because employees in such areas have or may have 
access to noti-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 Iceport, in 2005, the Companies significantly increased the number of 
employees who have received the E.dison Electric Institute (“E.El”)-developed, electronic Standards o l  
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 i t  remains consistent with Commission 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 Companies’ future Standards of 
Conduct training plans will be discussed in  greater detail in their post-audit implementation plan. 

Iricludrd witiiiri ltir group ol employees describcd abow arc certain field personnel i n  the Companies’ diskibution 
Siinction. such us nianagcrs and supervisors o(‘substation construction crcws wliicli respond tu outages that can alfect tlic 
Compenics inlegretcd transmission and distribution systems In addition. this group of  employees included dl managers. 
supervisors or above higher ranking pcrsonncl that are employed by Energy Affiliates tliat operate generation facilities on 
behalf of utlicr investor-owed utilities 



3,  Controls Used to Limit Access to tlic Svsteni Control Centers 

a. CCO I’einiission to Visit tlic Svsteni Control Centers 

The Draft Audit Report states tlie Companies did not L‘ollow Section IV A.2.b of their posted 
SCWP to control and track access o f  its marketing employees to their Waterside and Dix Dani system 
control centers.. Draft Audit Report at 27. The Companies agree with the findings regarding CCO 
permission to visit the system control centers as set foItli in the Draft Audit Report Below tlie 
Conipanies discuss certain corec!ive measures tha! have already been undertaken to address coticenis 
identilied by FERC Audit Staff 

As noted in the Draft Audit Report, on January 10, 2005, the Companies revised thc Standards of 
Conduct page of the E.ON U S L . L C  website to include a link titled, “Request for Access to 
Trnnsniission ContIol Center.” The link can be found at: Iittixi‘/www.con- 
__ ~ l < . c u t i 1 / r ~ : ” i l l a ~ <  
electronic requests by employees of Energy and Marketing seeking access to the Transmission Control 
Centers. Consistent with Section 1V.A 2.b ol the Companies’ SCWI’, the link directs E.nergy or 
Marketing Alliliate employees to submit the following information to tlie CCO as part of a request for 
access to the to the Transmission Control Centers: 

The link provides instructions t’oi tlie submission otwritten, 

The proposed time and date that access to the 1-ransmission 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 of all forms submitted and his decision to 
approve or deny such requests for a period of three ( 3 )  years 

Subsequently, on February 2. 2006, the Companies posted an announcement on the E,.ON 1.1 S 
L LC Intranet site prominently announcing the new “Request for Access to Transmission Control Center” 
l ink on the Standards of Conduct section of Regulatory page of the EON U.,S.  L L C  Internet site. The 
announcement of the “Request for Access to Transmission Control Center“ link was made available to 
al l  E ON U S LL.C employees as part o l the  daily “News Transmission” published on the E..ON U.S. 
LL.C lntranet site In addition, an e-mail blast was distribuled to all employees highligliting the “Request 
for Access to Transmission Control Center” link as a headline story in  tlie “News Transmission” items 
for February 2. 2006. 

As will he 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 i n  the Diaft Audit 
Report. Further, the Conipanies commit to internally announce on a periodic basis the “Request for 
Access to Transmission Control Center” link on the Standards of Conduct section ofRegulatory page of 
tlie E ON U S. L.LC Internet site. 

b Controls on Visitors Enterinrr the Svsteni Control Centers. 
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The Draft Audit Report states that the written log books documenting visitors’ access to the 
Waterside and Dix Dan1 system conirol centers were inconsistent with Companies’ SCWPs. Draft Audit 
Report at 28. Specifically, the written log books did not collect some pertinent inforniation that was 
required in  Section I t A 2 . b  of thc SCWPs ltl. The Companies accept the findings regarding controls 
on visitors entering the system control centers as set forth in the Draft Audit Report 

The Companies confirm that by January 13. 2006. the log books located at the Waterside and Dix 
Dam system control centers were in place and updated to contain the same fields ofinquiry set forth in 
Section I V  A.2.b of the SCWP, which include the following: 

The name of the transmission customer: 

m Date and time ofthe visit: 

The name of the Transmissioii Function Employee or other Company Personnel (as that term 
is defined in the SCWP) hosting the transmission customer: 

Whether thc transmission customei is an altjliate: and 

The update of the logbooks to include these fields of inquiry ensures consistency with the 
Companies’ existing SCWP prncedures and creates an audit trail that allows for independent terification 
regarding whether the Companies’ E,nergy and Marketing Affiliate eniployees had access to system 
control centers in any way that differed from non-affiliate transmission customers.. The Companics agree 
to the recommendations 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 Inside the System Control 
W r  

The Draft Audit Report raises concenis that non-transmission function employee visitors to 
Waterside and Dix Dam system control centers could gain access through a direct, external line ofsight 
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 infomation once inside thc system control centers as set forth 
in tlic Draft Audit Report. 

In their January I I Lctter, the Companies committed to install by .January 1 3 .  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. The Companies 
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 end of thc first quarter 012006 By this letter. the Cornpanics hereby confirm 
that. prior to the end of  the first quarter of2006, pemiaiient windown frosting treatment covers were 
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installed all windows on doors, or windows that serve as partitions or walls for purposes of impeding a 
direct view into tlie control rooms at Waterside and Dix Dam 

4. Oreanizational Charts. 

The Draft Audit Report states that Companies have not properly posted certain organizational 
charts showing: (I) employee information required for all business units i n  the sales function; (2)  the 
position of all Energy and Marketing Affiliates with the E,.ON l J  S. L.L.C family corporate ~trueture; and 
( 3 )  that tlic Companies use a service company as an employnient mechanism for the Transmission 
Provider and for its Energy and Marketing Affiliates. Draft Audit Rcport at 30-32 The Companies 
agiee with the findings regarding the posting of organizational charts as set h l h  i n  the Draft Audit 
Report. 

On Friday. June 16, 2006, the Companies and FERC Audit Staff held a conference call for 
piirposes of ensuring that the Companies fully satisfied tlie orgaiiizntional chart posting requirements and 
concerns articulated i n  the Draft Audit Report. The Companies appreciate FERC Audit Staff's 
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 in accordance with the 
directives and guidancc provided by FE.RC 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' Energy and Marketing Affiliates Draft Audit Report at 33. 
Further, the Draft Audit Report notes that virtually all ofthe Companies shared service Employees 
occupied the same' building as their two primary Marketing and Energy Affiliates -- WMF and LEM k l  
at 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 agrced to revise its posting to ensure that it is consistent with 18 C.F.R. $ 
358.,4(b)(2) (2005). The Companies agree with the findings regarding shared facilities as set forth i n  the 
Draft Audit Report and corrected the posting. 

C. MARKET-BASED R A ' l  E TARIFF FINLIINC AND RECOMhlENUA.rlONS.  

The Draft Audit Report states that. for the tirst quarter 012005, the Companies' Electric 
Quarterly Reports ("EQRs") 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.E.M and reported invalid Data Universal Numbering System 
("DUNS') numbers for several other customers, The Companies accept the findings regarding EQRs as 
set forth in the Draft Audit Report. 

As noted in the Draft Audit Report, on "lanuary .3 I .  2006, the Companies made certain corrections 
to its E,QR filings. The Companies agree to implement the propnsed reconinlendations set forth in the 
Draft Audit Letter regarding: ( I )  strengthening the Companies' written procedures to ensure that a11 data 
reported in future E.QR filings are in compliance with Commission regulations and reflect the correction 
of errors and inconsistencies identified in the Draft Audit Rcport; (2) implenienting procedures to 
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validate all customer DUNS numbers: and ( 3 )  refiling all EQR reports froin inception to conect the 
incremental peaking name and class name of power sold to LE,M.  The refiling referenced in subsection 
( 2 )  above has been complered. 

The proposed corrective measures designed ensure the accuracy and surficiciicy of the 
Companies’ EQK reports and ensure compliance with their joint market-based rate tariff will be 
submitted with the Companies’ post-audit implementation plan, 

I O  



I\’” CONCl IJSION. 

On behalfof KON U.S. LLC, 1 would like to thank tlie FERC Audit Staff for tlieir time, effort 
and commitment to enstiring that the Companies arc in f i r 1 1  compliaiicc with the Audit lteins I would 
like io again affirni E ON U G  L.LC’s commitment to meeting its obligations tinder the Standards of 
Conduct, tlie Code of Conduct, its Market-Based Rate Tariff and all other applicablc FERC imposed 
regulatory obligations. 

Sincerely, 

Vice President, Fcderal Regulation and Policy and 
Standards of Conduct Chiel  Compliance Officer 
E,OS U,S. L.L.C 

OIJ belialfol 
Louisville Gas and Elcclric Company LYL 
Kentucky Utilities Coinpany 

cc: Carl Coscia 
Lyle Hanaganii 
Eliot Wessler 
FERC, Office of  Enforcement. Division of Audits 

Steven D ,  Phillips 
E ON 1J.S. L1.C 

R ,  Michael Sweeney, Jr, 
Hunton & Williams L.I..P 
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E.ON US. Page 1 oi'2 

search 

After more than three successful years 
as part  o f  the E.ON family, LG&E 
Energy, the parent company of 
Louisville Gas and Electric Company, 
Kentucky Utilities Company and 
Western Kentucky Energy, is now E.ON 
us .  

LG&E, KU, and WKE - the companies 
that customers are most familiar with - will continue to  operate under their 
current identities. more 

06.28.2006 
LG&E Coal Ash Recycled: Land 
to be used for Green Space 

06.27.2006 
E.ON U.S. Capital Corp. 
Announces Pricing Of Tender 
Offer and Consent Solicitation 

06.20.2006 
LG&E Announces Regular 
Dividends On Preferred Stock 

LG&E 
For the Home 
For the Business 

UU f OD? 
For the Home 
For the Business 
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E O N  U.S. - Regulatoiy - L(XE!KU Standards ol.Conduct 

Coiiil,any Proiile 
Managriiicnt Tcaiii 
Cliairmaii's Message 
iiivestor Liiforiiiation 
Mailing Addresses 
Social I<esponsibility 
En\lronmell~ 
I~l\crslty 
Servicc Tcrritoi-y 
I-llstory 
Regulatory 
LCi&EKl; Co1Il2 U f E ~ l l I C >  

L E  M Trnnsac t i on; 
SEC' Filings - LG&E Energy 
SEC Filings - LGGrE 
SIX Filings - K t i  
LG&E Electric Rates 
t G & E  Gas Rates 
KU Electric Rates 
Comnluilll). 

LG&E/KU Standards of'Conduet 

Effective September 22.2004, E.ON U.S. and othcr US. energy companies must eonipiy with new Federal Energy Regtiiatoiy Commission ("FERC") 
orders requiring organizational separation hetween transmission and energy and marketing affiliates. 

Collectively, the new orders are referred io as the Standards of Conduct and are fundamentally based on two gulding principles. First. n Transmission 
Provider's employees engaged in transmlssion system operations must function independent from the empioyees of its Marketing and Energy Arfiliates. 
Secondly, a Transnrission Provider iiiiist treat all transnitss~on customers. affiliated and non-affiliated. on a noli-discriminatoiy basis and niust not operate 

Iittp:ii~~~~enrr~y.comircg~ilatoryisoc.:tsp 711 1R005 



i!.oV U.S. - Regiilatory - LG6IEIKU Standards of Conduci Page 2 ot J 

i t s  transmission system to preferentially benefit its marketing or energy affiliates. The Final Ruie requircs organizational separ;itioii OF all energy and 
marketing affiliates. iiicluding natural gas marketing affiliates. front the electric transnifssion function. 

The Standards of Conduct require that a Transmission Provider must post certain inlbrrnation on its corporate website or its OASIS. Links IO all o f lhe  
requisite information, whether residing here or oii tlie LGGrEIKU page of t i le MIS0 OASIS, are provided below. Please contact the Chief Compliance 
Officer if  you have any questions. 

How to Relmrt ii Potential Violation of'the Staiidards o f  Coiiduci 
Request for Access to Triiii~iiii~~ioii Coiitrol C m e r  
FERC Orders - Standard ofCoiiduet Regulaiioii [PDF) 
FERC Orders - Order No. 2004 (PDF) 
FERC Orders - Ordcr N o .  1004-4 (PDF) . FIIllC Orders - Order No. 2001-R (PDF) 
LG&EIKV Compliance Procedures (PDF) 
LG6:EjKU lchruaiy 2WJ4 Coiiipliaiicc Filing (PDF) 
< '11 i e  f Coiiili I imcc Officer 
Ma~ke i i i i g  6: Energy Affiliate Listing (PDF) 
Shared Facilities Lis i i i q  

e Noiiccs of i<mploycc T1.;insfers (PDF) . Organi7.atioiiai C'liarts - Overall Coi-!toraic Siructui-e (PDF) 
a Organizational Charts - Chain of C'ommuiid (PDF) 

Or_eaiiizaiioii;il Cliarts - Tr;iiisniissioii Chain o1'Coinmaiid 

Orgai~iza~ional C'liarts - .loh Tiilcs & Dcscrii~iioiis (PDF) 
Potential Merger Partners as .Affiliates lnone at th is  time) 
Disclostirc of Iiiforinniion (PDF) 
Voluntary Consent to Disclose Infonnation (none at this time) 

. MISO O'4SIS 

. Cfl-galllz;ltloll;ll C'har1s - Energy .2.larkctlng i ' l l n l i l  o f  Colnlllarld 

Adniinistratioii Matters and Discounts 

LCi&E!KCi 1xye ofh,fISO OASIS 

7/1 I !2006 
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Louisville Gas and Electric Company 
Case No. 2008-00252 

Historical Test Period Filing Requirements 

Filing Require men t 
807 KAR 5:OOl Section 10(6)(m) 

Sponsoring Witness: Valerie L. Scott 

Description of Filinv Requirement: 

The most recent Federal Energy Regulator,y Commission Form 
I (electric), Federal Energy Regulatory Commission Form 2 
(gas),  or Automated Reporting Management Information 
System Report (telephone) and Public Service Commission 
Form T (telephone); 

Response: 

The below-listed documents are provided. Please note that by 
an order dated July 12, 2007 in Docket No. CPO7-232-000, 
LG&E was granted a Section(7) exemption by the FERC under 
the Natural Gas Act, and a s  a part o f  that  exemption LG&E 
was granted "a waiver of reporting and accounting 
requirements", which includes the filing of Form 2 with 
FERC. 

FERC Form 1 - December 3 1, 2007 
0 KPSC Annual Report for Major Natural Gas Companies - 

December 3 1, 2007 
FERC Form 2 - December 3 1, 2006 





THIS FILING IS 

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

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

Major Electric Utilities, Licensees 
and Others and Supplemental 

Form 3-Q: Quarterly Financial Report 

These reports are mandatory under the Federal Power Acl. Sections 3,4(a). 304 and 309, and 
18 CFR 141.1 and 141 400 Fallure to report may result in criminal fines. civil penalties and 
other sanctions as provided by law The Federal Energy Regulatory Commisslon does not I 

Form 1 Approved 
OMB No. 1902-0021 
(Expires 7/3 1/2008) 
Form 1-F Approved 
OMB NO. igoz-oozg 
(Expires 6/30/2007) 
Form 3-Q Approved 
OMB No. 1902-0205 
(Expires 6/30/2007) 

End of 20071Q4 

of Respondent (Company) 

Louisville Gas and Eiectric Company 

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





To the Shareholder of Louisville Gas and Electric Company: 

We have audited the accompanying balance sheets of Louisville Gas and Electric Company as of 
December 3'1, 2007 and 2006 and the related statements of income, retained earnings and cash flows for 
the years then ended, included on pages 1 l0 through 123 39 of the accompanying Federal Energy 
Regulatory Commission Form 1 These financial statements are the responsibility of the Company's 
management Our responsibility is to express an opinion on these financial statemenls based on our 
audits 

We condircled our audits in accordance wilh 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 malerial 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 I .  these financial statements were prepared in accordance with the accounting 
requirements of the Federal Energy Regulatory Commission as set forth in its applicable lJniform System 
of Accounts and published accounting releases, which is a comprehensive basis of accounting other than 
generally accepted accounting principles in the llnited States of America. 

In our opinion, the financial statements referred to above present fairly, in all material respecls, the 
financial position of Louisville Gas and Electric Company as of December 31, 2007 and 2006, and the 
results of its operations and ils cash flows for the years then ended in accordance with the accounting 
requirements of the Federal Energy Regulalory Commission as set forth in its applicable Uniform System 
of Accounts and published accounting releases 

As discussed in Note 2 lo the financial statements, Louisville Gas and Electric Company changed the 
manner in which it accounts for defined benefit pension and other postretirement benefit plans as of 
December 31. 2006 

This report is intended solely for Ihe information and use of the board of directors and managemenl of 
Louisville Gas and Electric Company and for filing with the Federal Energy Regulalory Cornmission and 
should not be used for any other purpose 
'\ 





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

GENERAL INFORMATION 

1,. 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 I).. 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., § 141.400). 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 public use f o n s .  

11. 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 F o n  1 ( I8  C.,F.R. 3 141"l). and FERC Form 3-Q (18 C.F R., § 141.400). 

Note: Major means having, in each of the three previous calendar years, sales or transmission service that 
exceeds one of the 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 
Cornmission at its web site: http://www.ferc.gov/docs-filindeforrns/forrn-I /elec-su brn-soft.asD. The software is 
used to submit the electronic filing to the Cornmission 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 after filing the FERC Form 1, a letter or report (not 
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The CPA Certification Statement shouid: 

a) Attest to the conformity, in ail material aspects, of the below listed (schedules and pages) with the 
Commission's applicable Uniform 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, 5s 41.10-41~.12 for specific qualifications.) 

b) 

Reference Schedules 

Cornparative Balance Sheet 110-113 
Statement of Income 114-1 17 
Statement of Retained Earnings 118-119 
Statement of Cash Flows 120-121 
Notes to Financial Statements 122-123 

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 ail material respects with the requirements of the Federal Energy Regulatory Cornmission 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 Reguiatory Cornmission, 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 llniform 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 Comimission'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 Statemen? 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 htto://www.ferc.sov/help/t~Ow-to.asp. 

(9) 
FERC Form 1 and 3-0 free of charge from htip://www.ferc.~ov/docs-filinq/ef~r~s/fo~m-l/form-l .pdf and 
titito://~.ferC.QOV/dOCS-filin~/efOr~S.aSR#3Q-QaS . 

IV, When to Submit: 

FERC Forms 1 arid 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 



a) FERC Form i for each year ending December 31 must be filed by April le th  of the following year (18 CFR 5 141 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., 5 
141.400)., 

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, including the time for reviewing instructions, searching existing data sources, gathering and 
maintaining the data-needed, and completing and reviewing the collection of infomation. The public reporting burden for 
the FERC Form 3-12 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 penally if any collection of information does not display a valid control 
number (44 U.S.C. § 35.12 (a)). 
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GENERAL. INSTRUCTIONS 

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

11. Enter in whole numbers (doilars or MWH) only, except where olherwise 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 rnust 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 balances 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 fact. 

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

V. Enter the month, day, and year for ail dates. Use customary abbreviations The "Date o f  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. 

VIi 
the reason for the resubmission in a footnote to the data field 

VI11 
except as specifically authorized. 

IX. 
upon those shown by the report of the previous periodlyear, 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.. "Firm" 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 to remain reliable even under adverse 
conditions. "Point-to-Point Transmission Reservations" ate described in Order No. 888 and the Open Access 
Transmission Tariff. For all transactions identified as LFP, provide in a footnote the 

Prepare this report in confonnily 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@) 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 perioddyears or to other reports in lieu of required entries, 

Wherever (schedule) pages refer to figures from a previous periodlyear, 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 
lerms 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 ail 
transactions identified as OLF, 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. Use this classification for all firm point-tepoint 
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 iength of the contract and service FERC Form. 
Describe the type of service in a footnote for each entry 

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. 

'DEFINITIONS 

1. other Commission. Name the commission whose authorization was obtained and give date of Ihe aulhorization 

II. Respondent - The person, corporation, licensee, agency, authority. or other Legal entity or instrumentality in whose 
ehalf the report is made. 

Commission Authorization (Comm. Auth.) -- The authorization of the Federal Energy Regulatory Commission, or any 

i 
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EXCERPTS FROM THE LAW 

Federal Power Act, 16 U.S.C. fi 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, means any person, State, or municipality L.icensed 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, all water 
conduits, all dams and appurtenant works arid 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 
miscelianeous 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 this Act. The Cornmission may prescribe 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 Liab es, 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 arid other facilities, 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 it may find necessary or appropriate to carry 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 lhey shall be field " 

General Penalties 

The Commission may assess up to $1 million per day per violation of its rules and regulations. See 
FPA § 316(a) (2005), 16 U.S.C. 5 82Sa(a). 
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Exact Legal Name of Respondent 
Louisville Gas and Electric Company 

Address of Principal Office at End of Period (Streef, Cify, State, Zip Code) 

02 YearlPeriod of Report 
End of 20071Q4 

220 W Main Street. P 0 Box 32010, Louisville, KY 40232 
i Name of Contact Person 106 Title of Contact Person 

S Telephone of Contact Person,fncluding 
rea Code 

(502) 627-2482 

Mirni Kellv I Mor-Reoulatorv Acct & ReDorta 

09 This Report Is 

(1)  An Original (2) A Resubmission 

10 Date of Report 
(Mo, Da, Yr) 

/ I  

- . ... ” 
Chief Financial Officer 

ave examined thls reporl and to the best of my knowledge. information, and belief all slalements of f a d  conlained in lhis report are correct sta!ements 
the business affairs of b e  respondenl and the Snanclal statemenls, and olher financial inlormaUOn contalned in lhis report. urnform in all material 
jpects to lhe Uniform System of AcwunIS. 

S Bradford Rives 0312012008 

11 Name 03 Signature 
S. Bradford Rives 

I? Tilh 

04 Dale Signed 
(Mo. Da, Yr) 
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This Re ort Is: Date of Report 
Name of Respondent (1) d A n  Original (Mo, Da. Yr) 
Louisville Gas and Electric Company (2) n A  Resubmlsslon / I  

YearIPerlod of Report 
End of 20071Q4 

LIST OF SCHEDULES (Electric Utility) 

Enter in column (c) the terms "none." "not applicable." or "NA," as appropriate, where no information or amounts have been reported for 
certain pages. Omit pages where the respondents are "none." "not applicable," or "NA". 

Line rille of Schedule Reference Remarks 
No Page No. 

1 General Information 101 

2 Control Over Respondenl 102 

__ 
(3) (b) (C) 

3 Corporalions Controlled by Respondent 103 

4 Ofliceffi 104 

5 Directors 105 

6 important Changes During the Year 106-109 

7 Cornparalive Balance Sheet 11 0-1 13 

8 Statement of Income for the Year 114-117 
- 

9 Statement of Retained Earnings lor the Year 118.119 

I O  Statement of Cash Flows 120-121 

11 Noles to Financial Statements 122-123 

12 Statement of Accum Comp Income. Comp Income, and Hedging Aclivilies 

13 Summary of Uttllly Plant 8 Accumulated Provisions for Dep. Amort a Dep 

14 Nuclear Fuel Materials 202-203 NONE 

15 Eleclflc Plant in Service 204-207 

16 Eiectrtc Plant Leased to Others 213 NONE 

17 Eleclric Plant Heid for Future Use 214 

16 Construction Work in Progress-Electric 216 

19 Accumulated Provlsion for Deprecialion of Electric Utility Plant 219 

20 lnveslment of Subsidiary Companies 224-225 NONE 

122(a)(b) 
200-201 

21 Materials and Supplles 227 

22 Allowances 226229 

23 Extraordinary Property Losses 230 NONE 

24 Unrecovered Plant and Regulatory Study Costs 230 NONE 

25 Transmisslon Service and Generation Interconnection Sludy Costs 231 NONE 

26 Other Regulatory Assels 232 

27 Miscellaneous Deferred Debils 233 

26 Accumulaled Deferred Income Taxes 234 

29 Capital Stock 250-251 

30 Other Paid-In Capital 253 

254 31 Capital Slock Expense 

32 Long-Term Debt 256-257 

33 Reconciliation of Reported Net Income wilh Taxable Inc for Fed Inc Tax 261 

34 Taxes Accrued, Prepaid and Charged During the Year 262-263 

35 Accumulated Deferred Investment Tax Credils 266267 

36 Other Defened Credits 269 

I 

1 



.- 
This Re orl Is: 
(1) d A n  Origlnal 

ne of Respondenl 
risville Gas and Eleclrlc Company (2) c ]A Resubmission 

Dale of Report YearlPeriod of Report 
(Ma. Oa. Yr) End of 2007/a4 

/ I  

- 
% Title of Schedule 

(a) 
7 Amumulaled Deferred Income Taxes-Acceleraled Amortizallon Properly 

Reference Remarks 
Page No 

(b) (C) 

272-273 NONE 

9 Accumulated Deferred Income Taxes-Olher 276277 

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

- 
1 

2 

3 

. ___- 
Electric Operating Revenues 300-301 

Sales of Electricity by Rate Schedules 

Sales for Resale 310-311 

304 ___ 

IeclricOmralion and Malnlenance Expenses 320-323 

urchased Power 

ransmission of Electricity for Others 

ransmission of Eleclrlclty by iSO/RTOs 

ransmission of Eleclricity by Olhers 

-II 

tiscellaneous General Expenses-Eleclric 

iepreciauon and Amortization of Eleclric Plan1 

legulalory Commission Expenses 

Lasearch, Development and Demonslratian Aclivities 
I-_ 

listribulion of Salaries and Wages 

:ommon Utility Plant and Expenses 

imounls lnciuded in ISOlRTO Selemenl Slatemenls 

'urchase and Sale of Ancillary SeMm 

nanlhly TransmlSsion System Peak Load 

Aonlhly ISOIRTO Transmisslon System Peak Load 

ileclrlc Energy ACWUnt 

donlhly Peaks and Output 

jleam Electric Generating Plant Slalislics 

iydroeleclric Generating Plant Slalistia 

Jumped Storage Generating Planl Stallsllcs 

%merating Planl SlaEsBcs Pages 

rransmisslon Line Slatisllcs Pages 

rransmission Lines Added During !be Year 

326-327 

328-330 
____ 

33 1 NONE 

332 

335 

336337 

350-351 

352-353 

354-355 

356 

397 

398 

400 

400a NONE 

401 

401 

402403 

406407 

408409 NONE 

410-411 NONE 

422423 

424-425 NONE 



Dale of Report 
(Ma. Da. Yr) 

This Re art Is: 
(I) &An Original 

ne of Respondent 

dsville Gas and Electric Company (2) 0 A  Resubmission 1 1  

:er in column (c) the terms "none," "not applicable," or"NA." as appropriate, where no information or amounts have been reported for 
tain pages. Omit pages where the respondents are "none." "not applicable," or "NA". 

YearIPeriod of Report 
End of 2007lQ4 

TiUe of Schedule 

ibslalions 
~~ 

olnole Data 

;tockholders' Reports Check appropriate box: u Four copies will be submitted 

No annual report lo slockholders is prepared 

Reference 
Page No 

(b) 
426427 

450 

Remarks 

fC) 
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Name of Respondent 
Louisville Gas and Eleclric Company 

This Report is: 
(1) An Original 
(2) 0 A Resubmission 

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

S.B. Rives 
220 West Main Street 
Louisville, KY 40202 

the name of the State under the laws of which respondent is incorporated, and date of incorporation 
If incorporated under a special law, give reference to such law. If not incorporated, state that fact and give the type 
of organization and the date organized 

Kentucky July 2,  1913 

Date of Report 
(Mo, Da, Yo 

YearlPeriod of Report 

End of 2007IQ4 I /  

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

Not Applicable 

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

ReSpOndBnt EwniShOS e lec tr i c  and gas service in the City of Loui6ville and adjacent territory i n  
Kentucky. 

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? 

i 
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3me of Respondent 
luisviiie Gas and Electric Company 

This Report Is: 
(1) An Original 
(2) AResubrnission 

Date of Report 
(Mo. Da, Yr) 

Yeadperiod of Report 

End of 2007/Q4 I /  

CONTROLOVERRESPONDENT 
1. if any corporation. business trust, or similar organization or a combination of such organizations jointly held 
introl over the repondent at the end of the year, state name of controlling corporation or organization, 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 

iuisville Gas & Electric Company (LGBE) is a wholiy-owned subsidiary of E.,ON US,. LLC,, formerly known as LG&E Energy L.LC 
,.ON U,S. LLC,. is a wholly-owned subsidiary of E.ON AG, a German corporation, making LG&E a wholly-owned subsidiary of E.ON 
G. 

I 
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Name 01 Respondent 
Louisville Gas and Electric Company 

This Report Is: Dale of Report YeadPeriod of Report 
(1) [ZZIAn Original (Mo. Da, Yr) 
(2) n A  Resubmission I 1  

End of 2007/Q4 

24 

25 

26 

27 

- 
- 

. .  I , I 
CORPORATIONS CONTROLLED BY RESPONDENT 

1.. Report below the names of all corporations, business trusts, 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 (detaiis) 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 heid. naming 
any intermediaries involved., 
3. If control was heid jointly wilh one or more other interests, state the fact in a footnote and name the oiher interests. 

Definitions 
1.. See the Uniform System of Accounts for a definition of control., 
2. Direct conlrol is that which is exercised without interposition of an intermediary 
3, Indirect control Is that which is exercised by the inlerposition 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 the 
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 
conlroi in the llniform System of Accounts, regardless of the relative voting rights of each party 

Line Name of Company Conlrolled Kind of Business Percent VoUng Footnote 
No. Stock Owned Ref. 

(a) (b) (C) (d) 

1 -- Not Applicable - 
2 

3 

4 

5 

6 

7 

8 

9 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 
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This Re ori Is: 
(1) ,xJA~ Original 
(21 n A  Resubmission 

Name of Respondent 
Louisville Gas and Elecbic Company 

OFFICERS 

1. Report below the name, titie and salary for each executive officer whose salary is $50,000 or more,. An "executive officer" of a 
respondent includes its president, Secretary. treasurer. and vice president in charge of a principal business unit, division or function 
(such as sales, administration or finance), and any other person who performs similar policy making functions. 
2,, If a change was made during the year in the incumbent of any position. show name and total remuneration of the previous 
incumbent, and the date the change in incumbency was made,. 
Line I Title i Name ot OHicer I Salarv 

I 

Date of Report 
(MO. Da. Yr) End of 2007lQ4 

YearlPeriod of Report 

/ I  

9 
10 
11 
12 

._ . _r I 
16 I Vice President - Corporate ResDonsibilitV I 

.. 
Senior Vice President - Human Resources 
Senior Vice President ~ Energy SeNiceS 
Senlor Vice President ~ Information Technology 
Vice President. Federal Regulation and Pollcv 

Paula H. Pottinger 

Paul W. Thompson 
Wendy C. Welsh 
Michael S. Beer 

I 

23 
24 
25 
26 

Vice President - Energy Delivery - Dislribution 

Vice President - Regulated Generation 
Treasurer Daniel K. Arbouah I 

I i ~ ~ ~ ~ ~ ~ o ~ ~ ~ - ~ . ~ ~ - - - - ~ . ~ -  ,pT 
Operalions * &-'&m?i%pz:agd 

John N. Voyies, Jr. 

E E W C  FORM Nn 1 IFn I?).%\ Pane 104 

27 
28 
29 
30 
31 

32 
33 
34 

35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

" 

Controller Valerie L Scott 

-_ 
I 



Name of Respondent 

Louisville Gas and Electric Campany 

bchedule Page: 104 Line No.: I Column: a I 
Effective January 31, 2008, David S . .  Sinclair was promoted to Vice President - Enerw 

This Report is: Date of Report Yeadperiod of Report 
( 1 )  X An Original (Ma, Da. Yr) 
(2) - A  Resubmission / /  2007lQ4 

- -_ 
Marketing. 
bcheduie Page: 104 Line N s  I Column: c 
Salary information for all officers is on file in the office of the respondent. 
bcheduie Page: 104 Line No.: 7 Column: b 
Martyn Gallus is serving in a position with an international affiliate, effective Januam 

._ . _.__ . _- .. . . .- . 2 0 0 8 3  

Lonnie E Bellar was promo-ed to Vice President - Stace Requlacion and Rater, 
)Schedule Page: 104 Line No.: 13 Column: b -. 

. - 
August 20, 2007. 

tent W. Blake was awwointed to Vice President - Cornorate Plannina and Develonment 
chedule Page: 104 Line No.: 14 Column: b I - 
effective August l,-3007. 
/Schedule Page: 104 Line No.: 17 Column: b 
Laura G. Douglas was promoted to Vice President - Corporate Responsibility and Community ' 
Affairs effective November 15, 2007. 
bchedule Page: 104 Line No.: I 9  Column: b 
John P .  Malloy was promoted to Vice President - Energy Delivery - Retail Business 
effective April 9, 2007. 
Schedule Page: 104 Line No.: 21 Column: b 
borothy E. O'Brien 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 ,  2007 
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Name of Respondent 
Louisville Gas and Eleclric Company 

This Re orl Is: 
(1) &An Original 
(2) f l A  Resubmission 

Dale oi Reporl 
(Mo. Da. Yr) End of 20071Q4 

YearlPerlod of Report 

/ I  

Name (and Title) of Director 

10 I 1 
11 I 
17 I 1 

Prindpal Business Address 

2 

3 ViclGA. SlaAeri. Chairman of me Board. President 
4 andCEO 
5 John R. McCall. EVP General Counsel. Corporate 
6 
7 S. Bradford Rives, Chief Financial Officer 
8 Chris Haimann, SVP Energy Delivery 
9 Paul w. Thompson, SVP Energy Services 

220 West Main Street. Louisville, KY 40202 

220 Wesl Main Street. Louisville, KY 40202 

220 Wesl Main Street, Louisville, KY 40202 
220 West Main Street, Louisville, KY 40202 
220 Wesl Main Slreat, Louisville. KY 40202 

I 

Sacrelary and Chief Compliance OffIcer 

13 
14 
15 
16 
17 
18 
19 
20 

21 
22 
23 
24 
25 
26 
27 

.I__ 

28 
29 
30 
31 
32 
33 
34 
35 
36 

37 
38 
39 
40 
41 

42 
43 
44 
45 
46 
47 
48 

- 

FERC FORM NO. 1 (ED. 12-95) Page 105 



ilame of Respondent 
-0uisville Gas and Electric Company 

I _I I I 
IMPORTANT CHANGES DURING THE QUARTERPIEAR 

ve 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 " N A  where applicable,. If 
'onnation which answers an inquiry is given elsewhere in Ihe report. make a reference to the schedule in which it appears. 
Changes in and important additions to franchise rights: Uescribe the actual consideration given therefore and state from whom the 

inchise rights were acquired.. If acquired without 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 
mmission 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 Accounts 
3re submitted to the Commission. 

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

Important extension or reduction of transmission or distribution system: State terrilory added or relinquished and date operations 
:gan or ceased and give reference to Commission authorization. if any was required. State also the approximate number of 
istomers added or lost and approximate annual revenues of each class of service. Each natural gas company must also state major 
?w continuing sources of gas made available to it from purchases, development. purchase contract or otherwise, giving location and 
iproximate 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 
:bt and commercial paper having a maturity of one year or less. Give reference to FERC or State Commission authorization, as 
ipropriate. and the amount of obligatiori or guarantee. 

Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments. 
State the 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 

oceedings culminated during the year. 
1 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 these persons was a 
arty or in which any such person had a material interest. 
1 (Reserved.) 
2 .  If the important changes d u h g  the year relating to the respondent company appearing in the annual report to stockholders are 
3plicable in every respect and furnish the data required by lnslructions 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 
:curred during the reporting period. 
1 In the event that the respondent participates in a cash management prograrn(s) and its proprietary capital ratio is less than 30 
srcent please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the 
dent to which the respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a 
ash management program(s). Additionally, 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 

This Report is: Date of Report Yeadperiod of Report 
(1)  An Oiiginal End of 2007/04 
(2) n A Resubmission I /  
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This Report is: Date of Report I (Mo,Da,Yr) I Name of Respondent 

Louisville Gas and ileclrlc Company I(2) - A Resubmission I / I  I 2007/04 
IMPOKTANT CHANGES DURING TrlE QUARTERNEAR (Conlinucd) - _. 

1. None. 

2.  None. 

3 None. 

4. 

5. 

6. 

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. 70-09985 for the issuance of short-term debt up to $400 
million through May 3.1,2008. 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 PUHCA of 1935, 
the Company also received FERC authorization under the FPA Docket No. ES07-59-000 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 $78 million at December 31, 2007. During the fourth quarter, the Company entered into 
one new long-term loan agreement totaling $47 million with Fidelia Corporation, an affiliated company. The loan 
bears interest at a rate of 5.72% and matures in November 2022, The new loan was approved by the Kentucky 
Pubiic Service Commission. See Note 7 of Notes to Financial Statements. 

7. None 

8. 

9 

10, None. 

11. NIA 

12., NIA 

13 

None of a material nature 

See Notes 2 and 9 of Notes to Financial Statements 

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 lo his previous title of Executive Vice 
President, General Counsel 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. Beilar 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 Affiirs. Effective during November 2007, Laura G. Douglas was named Vice 
President - Corporate Responsibility and Community Affairs. Martyn Galius 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 14, 
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Louisville Gas and Electric Company 

TiUe of Account 
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(1) An Original 
(2) [III A Resubmission 

wisvilie Gas and Eieclric Company (Mo, Da, Yr) 
/ I  End 

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITSiContinue 
I 

repayments (165) 
dvances lor Gas (166-167) 
llerest and Dividends Receivable (171) 
ents Receivable (172) 
ccrued Utility Revenues (173) 
liscellaneous Current and Accrued Assets (174) 
erivative Inslrument Assels (175) 
.e=) Long-Term Portion of Derivalive Inslrument Assets (175) 
erivallve lnstrumenl Assets - Hedges (176) 
.ess) Long-Term Portion of Derivalive lnslrument Assets ~ Hedges (176 
uta1 Current and Accrued Assels (Lines 34 lhrough 66) 

'namorlized Deb1 Expenses (181) 
xlraordinary Properly Losses (182.1) 
lnrewvered Plant and Regulatoiy Sludy Costs (182.2) 
llher Regulatoiy Assets (182.3) 
reiirn. Survey and Investigation Charges (Electric) (183) 
reliminary Natural Gas Survey and Invesllgation Charges 183.1) 
%her Preliminary Survey and lnvesligalion Charges (183.2) 
:learing Acwunls (184) 
ernporary Fadlilies (185) 
liscelianeous Deferred Debils (186) 
lel. Losses from Disposilion of Utility Pit. (187) 
:esearch. Devel. and DemonsIralion Expend. (188) 
inarnorlized Loss on Reaquired Deb1 (189) 
,ccumulaled Deferred Income Taxes (190) 
Inrecovered Purchased Gas Costs (191) 
olal Deferred Deblts (iines 69 lhrough 83) 
'OTAL ASSETS (lines 14-16,32.67. and 84) 

_ _  

DEFERRED DEBiTS 

-- 

TiUe of Account 

__ 
230 
230 
232 

233 

352-353 

234 

__ 

I Page Ref. No., 

ess) Noncurrent Portion of Allowances 
lores Expense Undislribuled (163) 227 

I 

-- i as Slored Undcrground - Currcnl (164.1) 
quehed halLral Gas Store0 and Helo lor Processing (154.2.164 3) 

- 
Current Year 

nd of QuarteriYear 
Balance 

(C) 

5.339,35i 

220.49t 
435.30I 

64,669,00( 
3.831 

537,971 

I 

151.022,04! 
384,46: 

499,101 

34,320,951 

I 

19,100,23 
52,162,15 

267,387.07' 
3,117,760,671 

2007lQ4 

Prior Year 
End Balance 

12/31 
(d) ._ 

0 
4,433,231 

82,837.901 
0 

5,379,921 
0 

175,044 
37,487 

52,720,000 
0 

895.627 
r 

- 

C 
r 

L 

163,619,703 
69,034 - 

L 

L 

756.75C 
C 

36,346,566 
C 
C 

19.623.27? 
56.085.15E 

C 
284,632.52E 

3.008.892.73': 

_I 
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Nameof Respondent This Report is: 
(1) 8 An Original 

Louisville Gas and Electric Company (2) - A  Resubmission 

!Schedule Page: 110 Line No.: 28 Column: 
During 2007, certain amounts in account 134 were reclassified to account 128, as they wer; 
determined to be long-term in nature. In addition, account 128 includes $14,152,203 of 

Date of Report Year/Period of Report 
(Mo, Da, Yr) 

/ I  20071Q4 

prepaid pension. 
bchedule Page: I10 Line No.: 36 Column: 
Durins 2007, certain amounts in account 134 were reclassified to account 128. as thev were! 

There was no prepaid pension in 2006. 

determined to be long-term in nature. 
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m e  of Respondent I This Report is: I Date of Report I Year/Period of Report 
(1 )  An Original ulsville Gas and Eleclric Company 
(2) A Rresubmission 

f w  da, yr) 
/ I  

?e 
> 

6 
7 
8 
9 
0 
,I 
#2 
83 
i4 
15 
i6 
i7 
i8 
i9 
io 
il 
$2 
I3 
i4 
i5 
i6 

FERC FORM NO.. ,l (rev. 12-03) Page 11 3 

Ref End of QuarlerNear End Balance 
W e  of Account Page No Balance 12131 

(a) (b) (4 Id) 
Malured lnleresl(240) 0 i 

Tax Colleclions Payable (241) 1,446,316 1.350.18! 
Miscellaneous Current and Accrued Liabilities (242) 11,357,658 7.075.40 

Derivative Instrument Liabilities (244) 152,956 119.89: 

0 1 Derivative lnslrumenl Liabililies .Hedges (245) 

Tolal Current and Accrued Liabilities (lines 37 through 53) 289.634.454 344.074.79 
DEFERRED CREDITS 
Customer Advances for ConslNclion (252) 9,612,516 16.806.39 
Accumulaled Deferred Investment Tax Credits (255) 266267 46,098,962 41,070,23 

0 
Olher Deferred Credits (253) 269 40,882,253 51.278,03 

55.370,57 Other Regulalory Liabilities (254) 278 55.115.538 
0 

Obligations Under Capital Leases-Current (243) 405.438 1 

(Less) Long-Ten Poition of Derivative InstNmenl Liabililies O 1 

(Less) Long-Term Pornon of Derivalive lnslrumenl Liabilities.Hedges 0 1 
______ _ _ _ ~  

Deferred Gains from Disposition of Utility Plan1 (256) 

- 
Unamortized Gain on Reaquired Debt (257) 
Accum. Defened lncnme Taxes-Accel. Amort.(281) 272-277 0 
Accum. Deferred incnme Taxes-Other Property (282) 368,258.704 366,773.19 
Acwrn. Deferred Income Taxes-Olher (283) 29,859,842 21,910.46 
Tolal Deferred Credils (lines 56 through 64) 543,807,815 553,208.88 
TOTAL LIABILITIES AND STOCKHOLDER EQUITY (lines 16,24,35,54 and 65) 3.1 17,760,670 3,008,892,773 





Name of Respondent 

Louisville Gas and Eleclric Company 

/Schedule Page: 112 Line No.: 28 Column: 
During 2007, Workers' Compensation was reclassified from account 232 to account 228.2, as ' 
it was determined to be long-term in nature. 

This Report is: Date of Report Year/Period of Report 
(1) X An Original 
(2) -A Resubrnission I I  z o o m 4  

(Mo, Da. Yr) 

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



1 Name of Respondent Thls Re 011 Is: Date of Report YearlPeriod oi R e p 0 7  
(1) &An Original (Mo, Da, Yr) End of 2007/Q4 

Louisvilie Gas and Eleolric Company (2) C ] A  Resubmission I /  

STATEMENT OF 11 

15 
16 

17 
18 

19 
20 

21 
22 
23 

24 
25 
26 

IncomeTaxes-Fedeial(409.1) 262-263 31,624,585 62,654.794 

. Oiher (409.1) 262-263 7,620,509 11,381,385 

Pmvhion lor Delered IncomcTaxes(410.1) 234,272-277 39,299,707 52,600,230 

(Less) Provision for Deferred lnmmeTaxes,.Cr. (411.1) 234,272-277 28.323.682 60,838,114 
InveArnentTax CredilAdl. .. Nel(411.4) 266 5,028,725 -1,021,662 

(Less)GaimfmmDsp.olUtililyPiant(411.6) 

Losses Imm 0isp.of UliilyPlant(111.7) 
(Less) Gains from DLEposiUon of Aiioiuance5(411.8) 553,093 1.W4.606 

Losses fmm Disposition of Allowances (411.9) 
Accretion Expense(411.10) 1,780,917 2,058,041 

TOTALUtility Operaling Expenses(EnterTo!alol lines4 vlru 24) 1,114,094,093 1.179.672.497 
NetULilOper lnc(EnlerTol1ine 2 less25)CaNyto Pg117Jne27 171,043,203 156,217,610 



This Re art Is: 
(1) &n Original 

Date of Repart 
(Mo. Da. Yr) 

Name of Respondent 

Louisville Gas and Electric Company (2) n A  Resubmission / I  

I I 
I I 

YeadPeriod of Report 
End of 2007lQ4 

I I I i I 

16.260.079 I 16.415.9821 5.636.584 1 5,292,7091 I 
1 3 1  1,554 1,444,5671 429,190 816.370 

24,558,126 
26,116,207 
5,193,800 

- 46,003,190 14,741,581 6,597,040 
44,&11,919 2,207,475 16,196,195 
-848,553 -165,075 -173,109 __ 

553,093 

- 
1,360,881 

778,828,815 
153.826.752 

- 

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

1,004,606 

1,277.593 420,036 780.448 
801,813,725 335,265278 377,850,772 
140,846,804 17.416,451 17,370,806 

Paoe 115 





This Re ort Is: 
(1) piPAn Original 

Date of Report 
(Mo. Oa Yr) 

Name of Respondent 

Louisville Gas and Eleckic Company (2) n A  Resubmission I /  

FERC FORM NO. 1/3.Q (REV 02-04) Page 117 

YearlPeiiod of Report 
End of 20071Q4 

Current3 Monm 
Ended 

Line TOTAL 
No 

(Ref 1 Ouafierly Only 
Title of Acwunt Page No. Current Year Previous Year No4lh Ouarier 

(a) (b) (C) (d) (4 

Pdor 3 Monm 
Ended 

Ouelterly Only 
No4Ih Quarter 

(1) 



This Re or1 Is: 
(1) &A" Original 

Dale oi Reporl 
(Ma. Da, Yr) 

Name OiRespondent 

Louisville Gas and Eiecmc Company 17) - A  Rawhrnissinn I /  . . . ~. . .  
I 1 .-I I I 

STATEMENT OF RETAINED EARNINGS 

1, Do not report Lines 49-53 on the quarterly version 
2, Report all changes in appropriated retained earnings, uriappropiiated retained earnings, year to date, and unappropriated 
undistributed subsidiary earnings for the year: 
3, Each credit and debit dunnu 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. F o l l o ~  
by credit, theri debit items in that order. 
16 Show dividends for each class and series of capital stack. 
7. Show separately tho State and Federal income tax effect of Items shown in account 439, Adjustments to Retained Earnings.. 
8,. Explain in a footnote tho basis for determining the amount reserved or appropriated. If such reservation or appropriatiorl is to be 
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated 
9, if any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123. 

Current Previous 
Quarterrtear CluarterNear 

Contra Primary Year to Date Year to Dale 
tine Item Account Affected Balance Balance 

NO (a) 

YearlPenod of Report 
End of 2007ia4 

UNAPPROPRIATED RETAINED EARNINGS (Ac 

1 Qalance.Begirining of Pen& 
2 Changes 

8 
9 

10 
11 
12 
13 

4) FIN 46Adjustmenl I I 202,186 1 
CI I 

TOTAL Credits to Retained Earnings (Acct. 439) 202,186 
Preferred Stock Buy Back -3,787,255 

- 

18 
19 
20 
"I 

-- 
261 I I I 
271 



This Re olt Is: 
(1) +jAn Griginal 

Name of Respondent 
Louisville Gas and Electric Company (2) =A Resubmission 

~~ 

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 adjustment5 to the opening balance of retained earnings Follov 
by credit, then debit items in that order. 
6.. Show dividends for each class and series of capital stock. 
7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings., 
8. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is to be 
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated. 
9. if any notes appearing in the report to stockholders are applicable to this statement, inciude them on pages 122-123.. 

Date of Report 
(Mo, Da, Yr) 

YearJPeriod of Report 
End of 2007lQ4 

/ I  

lk I 

-TOTAL Approp. Retained Earnings-Amotl Reserve, Federa (Accl. 215.1 )- 
47 TOTAL Appro~. Rebined Earnings (Accl. 215, 215.1) (TolaI 45.46) 
40 TOTAL Relained Earnings (Accl. 215. 215.1.216) (Total 38.47) (216.1) 

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (Account 
Report only on an AnnLal Basis. no aJarteify 

- 49 Balance-Beginning of Year (Debit or Credit) 
50 Equity in Earnings lor Year (Credll) (Acmunl418.1) 
51 (Less) Dividends Recelvea (Deb:l) 

44 I 
451 TOTAL Appropriated Rela,nedEamings (Account 215) 

IAPPRGP RETAINED EARNINGS -AMDRT Reserve Federal (Account 215 1) 

Current Previous 
Quarterwear Quarterwear 

onira primary Year to Dale Year lo Date 
m n l  Affected Balance ~alance 

(b) I (C) 1 (d) 

----+--- 

e 
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This Re art Is: 

(2) n A  Resubmission / /  

Date of Report 
Name of Respondenl (1) efiAn Original (Mo, Da, Yr) 
Louisville Gas and Electric COmpanY 

, ' U  - 
STATEMENT OF CASH FLOWS 

(I) Codes to be used:@) Net Pmceeds or Paymeots;(b)Bonds. dcbenlures and other lonptem debt; (c) Include commercial paper: and (d) tdentifvsepantelysuch ilemsas 
invesmments. fixed assets, intangibles. elc. 
(2) Infomation about noncash inveeling and financing activilies must De provided in the Notes lo the Financial statements Also pmvide a rewnciltalion betwccn *Cash and Cash 
Equivalents at End of Period'with relaled amounts On the Balance Sheet 
(3) Opiating Adivities - DIher Include gain?. and I O E S ~ S  pertaining to operating adivities only Gains and 1058es perlaining to inverting and financing aoivities should be repaned 
in h s e  adivilies Show in Ihe Notes to the Financiais (he amounts of inler051 paid (net Ofamounl wpitalhed) and inwme tax85 pld, 
(4) tn~esting Adivities: Include 81 Other Oinc 31) net cash outflow to acquire alhercompaniea Provide a reemnciliation of assets acquired wilh liabilities assumed in the Noles lo 
the Financial Statements Do no1 include oil this datemcot Ihc dollar amount at leases wpitalized por tho USofA General lhSIn!CIiOn 20: instead provide a reconciliation of the 
doilaramounlol leazes upitatired with h e  Plant wsl. 

YeadPeriod of Reporl 
End of 2007/Q4 

8 
9 

10 
I 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
1)1( 

Deferred Income Taxes (Nel) 13.357.917 10,896,096 
-1.021.662 Investment Tax Credit Adjustment (Net) 

Net (increase) Decrease in Receivables -18,938,354 83,007.631 
Net (Increase) Decrease in invenlory -7,710,192 40.854.977 
Net (Increase) Decrease In Aliowances Inventory 3,944 6,040 
Net Increase (Decrease) in Payabies and Accrued Expenses -82,471,108 49,538,225 
Net (Increase) Decrease in Olher Regulatory Assets 12.597.654 -136,100,208 
Net Increase (Decrease) in Olher Regulatory Liabilities -255,033 13,477.1 53 
(Less) Allowance for Other Funds Used During Conslfuctian 
(Less) Undistributed Earnings from Subsidiary Companies 
Olher (provide details in footnote): -18i354,099: . , ~. ' :.': .85.1,72.417 
Change in Olher Deferred Debits 2,025,6101 30.668,917 
Change In Other Deferred Credils -10,415,7821 9,643,840 

- 5,028,725 

i 

22 [Net Cash Provided by (Used in) Operating Activities (rota1 2 lhnt 21) 

FERC FORM NO. 1 (ED. 12-96) Page 120 

141.025.6751 327.745.198 

23 I I 

43 I I I 
44 /Purchase of investment Securities (a) 
45 /Proceeds from Sales of lnveslment Securities (a) I - 



Name of Respondent 
Louisviiie Gas and Eleclric Company 

This Report is: Dale of Report YearlPerlod of Report 
(1) B A n  Original (Mo, Da. Yr) End of 2007/Q4 
(2) =A Resubmission I 1  

_I_ 

STATEMENT OF CASH FLOWS 

(1) Cadcs lo be uied(a) Net Proceeds or Peyments:(b)Bonds. debentures and alher longlsm debt; (c) Include ulmmenial paper. and (d) Idenlily separately such Items as 
invesbncnls. Wed 8ssets. intangibles. SIC 
(2) information aboul noncash investing and finandng acliuilias mud be provided in the Nolss to the Financial SlalemenlS Also provide a recondliation beween .Cash and Cash 
Eq~ivalen16 al End of Period" with relaled amoUnls an the Balance Sheet 
(3)Opemting Acliviliffi - Olher: Include gains and 105se5 pedaining to operaling aclivilies only Gains and IosIe5 pertaining lo invesiing and financing scilviltes Should be reported 
In lhhoss adivilles Show in the N o h  to lk Finandats lhe amounls of ioteresl paid (nelafamounl capitalized) and lnwme taxes paid 
(4) imrcsting Activities: include a1 O l k r  (line 31) net w s h  oulflow lo acquire oiher mrnpanies Provide a ceemndliallon ofassc15 acquired with ilabillties assumed in Ihs Notes lo 
lhe Finandal Slalemenls 00 no1 include an ulis slaloman1 the dollar amounl of bases opitalired per the USofA General InSlruCGon 20; inslead provide a rmndlialion of ths 
doliaramounlofieasescapitaliied wilhlhe plant wsl 

Previous Year lo Dale Line 
No, 

_- 
Current Year lo Date Description (See Instruction No 1 for Explanation of Codes) 

QuarterNear QuarterNear 
(a) (b) (C) 

46 Loans Made or Purchased 
47 Coileclions on Loans 
48 Change in Long-Term lnveslments ' . -2,721,3441 
49 Net (Increase) Decrease in Receivables 
50 Net (Increase )Decrease in lnvenlorv 

69 I 
71 I I 
70 /Cash Provlded by Outside Sources (Tolai 62 thru 69) I 319,166,650) -1,821 

51 
52 
- 

. .  
72 /Payments for Rsliremenl of. 
73 h o - t e r m  Dub1 fb) 

Not (increase) Deucase In Aliowances He d for Specula1 on 

Net Increase (Decrease) In Payab es and Accrued Expenses 

54 IChange in Restricted cash  

52,107.025/ -173,378.185 1 83 l(Tola1 of lines 70 Ihw 81) 

-3,036,1531 -2,947.700 

I I I I I 
FERC FORM NO. 1 (ED. 12-96) Page 121 

" I .  

74 Prefewed Stock 
7 5  Common Stock 
76 OLher (provide delaiaiis in foolnote): 
77 

. , (  

-91,643.1 13 -1,250,000 



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

Louisville Gas and Elecbic Company (2) -A Resubmission / I  2007/Q4 

FOOTNOTE DATA 

kchedole Page: 120 Line No.: 18 Column: b 
Other operating cash flows: 

I 

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 decrease in Derivative Assets 
Net increase in Preliminary Survey 
Net decrease in Clearing Accounts 
Net increase in Other Comprehensive Income 
Net decrease in Customer Advances for Construction 
Net increase in Asset Retirement Obligations 
Net decrease in Provision for Postretirement Benefits 
Net adjustment to Retained Earnings (Effect of FIN 48) 
Net adjustment for Noncash Capital Lease 

Total 

$ (6,394,036) 
483,120 
401,068 

1,035.32'7 
40,564 

353,814 
(315,428) 
25'7,642 

(3,826,527) 
(7,193, 8'7'7) 
1,151,974 
(1,672,968) 

202,186 
(2,876,958) 

$ (18,354,099) 
_ _ _ _ _ _ _ _ _ _ _ _  

!Schedule Page: 120 Line No.: 18 Column: 1 
Other operating cash flows: 

Net salvage and cost of removal $ (6,535,857) 
Depreciation charged to balance sheet accounts 1,247,291 
Amortization of 
Amortization of 
Net increase in 
Net decrease in 
Net increase in 
Net increase in 
Net increase in 
Net increase in 
Net increase in 
Net increase in 

Total 

Debt Expenses 408,504 
Loss on Bonds 1,021,632 
Prepayments (1,237,248) 
Derivative Assets '723,632 
Preliminary Survey (69,034) 
Clearing Accounts (469,5'71) 
Other Comprehensive Income 48,864,173 
Customer Advances for Construction 6,940,203 
Asset Retirement Obligations 1,881,486 
Provision for Postretirement Benefits 32,39'7,206 

$ 85,172,417 
- _ _ _ l _ _ i i _ l _  

_I 
~ . _ _ _  .......... - -. -. ... 

Pa.ge: 120 Line No.: 26 -: .~ . 
Restatement due to account reclassifications: 

Previous Year to Date, as originally filed $ (146,341,665) 
Plus: Gross Additions to Common Utility Plant 14,354,830 

Restated Previous Year to Date $(131,992,835) 

Fchedule Page: 120 Line No.: 28 Column: 
Restatement due to account reclassifications: 

Previous Year to Date, as originally filed $ - 
Less: Gross Additions to Common Utility Plant (14,354,830) 

Restated Previous Year to Date $ (14,354,830) 

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



Name of Respondent 

Louisville Gas and Eleclnc Company 

Restated Previous Year to Date $ (2,721,344) 

- 
This Report is: Date of Report Year/Period of Report 
(1) X An Original (Mo, Da, Yr) 
(2) -A Resubmission / I  2007iQ4 

/Schedule Page: 120 Line No.: 54 Column: a Restatement due to account reclassifications: 

Previous Year to Date, as originally filed $ (5,788,000) 
Plus: Account 128002 reclassified from line 48 2,840,300 

Restated Previous Year to Date $ (2,947,700) 

- [Schedule Page: 120 Line No.: 90 Column: b 
Cash and cash equivalents is comprised of the following amounts: 

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

$ 4,312,502 
35,917 

Total Cash and Cash Equivalents at End of Period $ 4,348,419 
~. _ _ - ~ . _ _ _ _ _  -. 

- -  k&d;;iFPage: -. . . 120 . -. Line . . NO.: 90 Columi? -. -.- 
Cash and cash equivalenEs is comprised of the following amounts: 

Other Special Funds (Acct 128) 
Cash (Acct 131) 
Temporary Cash Investments (Acct 136) 

$ 2,840,300 
6,603,229 

5,458 

Total, Cash and Cash Equivalents at End of Period $ 9,448,987 

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



Name of Respondent 
Louisville Gas and Electric Company 

I - I I 
NOTES TO FINANCIAL STATEMENTS 

I. Use the space below for important notes regarding the Balance Sheet, Statement of Income for the year, Statement of Retained 
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according to each basic statement, 
providing a subheading for each statement except where e note is applicable to more than one statement. 
2. Furnish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation of 
any action initiated by the Internal Revenue Service involving possible assessment of additional income taxes of material amount, or of 
a claim for refund of income taxes of a material amount Initiated by the utility. Give also a brief explanation of any dividends in arrears 
on cumulative preferred stock. 
3 For Account 116. Utility Plant Adjustments, explain the origin of such amount, debits and credits during the year, and plan of 
disposillon contemplated, giving references to Cormmission orders or other authorizations respecting classification of amounts as plant 
adjustments and requirements as to disposition thereof. 
4. Where Accounts 189, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give 
an explanation. providing the rate treatment given these items. See General lristruction 17 of the Uniform System of Accounts. 
5. Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such 
restrictions. 
6 If the notes to financial statements relating to the respondent company appearing in the annual report to the stockholders are 
applicable and furnish the data required by instructions above and on pages 114-121. such notes may be included herein.. 
7. For the 3Q disclosures, respondent 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 Repoii 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 occurrec 
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; capitalization 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 stockholders are 
applicable and furnish the deta required by the above instructions, such notes may be included herein. 
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KIUC 
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INDEX OF ABBREVIATIONS 

Attorney General of Kentucky 
Asset Retirement Obligation 
Best Available Retrofit Technology 
Clean Air Interstate Rule 
Clean Air Mercury Rule 
Certificate of Public Convenience and Necessity 
The Clean Air Act, as amended in 1990 
L.G&E 
Combustion Tnrbines 
Demand Side Management 
Environmental Cost Recovery 
E.ON AG 
E.,ON U S  LLC (formerly LG&E Energy LLC and L.G&E Energy Corp.) 
E.ON US., Services Inc. (formerly L.G&E Energy Services Inc.) 
U.S. Environmental Protection Agency 
Energy Policy Act of 2005 
Fuel Adjustment Clause 
Financial Acconnting Standards Board 
Federal Energy Regulatory Commission 
Fideiia Corporation (an E.ON affiliate) 
FASB Interpretation No., 
Firm Transportation 
Greenhouse Gas 
Gas Supply Clause 
International Brotherhood of Electrical Workers 
Illinois Municipal Electric Agency 
Indiana Municipal Power Agency 
Integrated R,esource Pian 
Internal Revenue Service 
Kentucky Public Service Commission 
Kentucky Industrial Utility Consumers, Inc. 
Kentucky Utilities Company 
Kilowatt bows 
Louisville Gas and Electric Company 
LG&E Energy Lb.C (now E.ON US.  ILC) 
Thousand Cubic Feet 
Midwest Independent Transmission System Operator, Inc. 
Million British thermal units 
Moody's Investor Services, Inc 
Megavolt - ampere 
Megawatts 
Megawatt h o w  
No-Notice Service 
Nitrogen Oxide 
Ohio Valley Electric Corporation 
Performance-Based Ratemaking 
Public Utility Holding Company Act of2005 
Standard andPoor's Rating Service 
Statement of Financial Accounting Standards 
State Implementation Plan 
Sulfur Dioxide 
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Irimble County Unit 2 
Tennessee Gas Pipeline Company 
Texas Gas Transmission LLC 
Value Delivery Team Process 

Louisville Gas and Electric Company 
Notes to Financial Statements 

Note 1 -Summary of Significant Accounting Policies 

LG&E, incorporated in Kentucky in 1913, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy and the storage, distribution and sale of natural gas. LG&E supplies 
natural gas to approximately 326,000 customers and electricity to approximately 401,000 customers in 
Louisville and adjacent areas in Kentucky. LG&E's coal-fired electric generating stations, all equipped with 
systems to reduce SO2 emissions, produce most of LG&E's electricity. The remainder is generated by a 
hydroelectric power plant and natural gas and oil fueled CTs. 

LG&E is a wholly-owned subsidiaIy ofE.ON U.S., formerly lcnown as LG&E Energy LLC. E.ON U.S. is an 
indirect wholly-owned subsidiary of E.ON, a German corporation, making LG&E an indirect wholly-owned 
subsidiary of E,.ON.. LG&E's affiliate, KU, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy in Kentucky, Virginia and Tennessee. 

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. 

Presentation. The accompanying financial statements are prepared on the regulatory basis of accounting in 
accordance with the requirements ofthe FERC, which is a comprehensive basis of accounting other than 
generally accepted accounting principles. The significant differences between Generally Accepted Accounting 
Principles (GAAP) and FERC reporting are as follows: 

* Restricted cash is recorded in cash on the balance sheet for FERC reporting and presented as a 
sepamte line item for GAAP statements; 

Certain costs of removal obligations are recorded in accumulated depreciation fox FERC Ieporting 
and recorded in regulatory liabilities for GAAP reporting; 

Long-term and short-term bonds are recolded in total in the long-term debt section for FERC 
reporting and are presented separately in current liabilities for the short-term portion and in 
long-term debt for the long-term portion for GAAP reporting; and 

Deferred taxes are shown gross for FERC reporting in the balance sheet (a deferxed asset and a 
deferred liability are recorded), for GAAP reporting the deferred taxes are netted together and 
recorded as a liability. 

* 

* 

0 
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Recent Accounting Pronouncements. The following are recent accounting pronouncements affecting LG&E: 

SFAS No. 160 

In December 2007, the FASB issued SFAS No. 160, Noticontrolling Interests in Consolidated Financial 
Statements, which is effective for fiscal years, and interim periods within those fiscal years, beginning on or 
after December 15,2008. The objective of this 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 

This Report is: Date of Report YearlPeriod of Report 
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SFAS No. 159 

In February 2007, the FASB issued SFAS No.. 159, The Fair Value Option for Financial Assets and Fiiiaizcial 
Liabi1itl'e.s -Including an Amendment of FASB Statettient No. 115. 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)., Unrealized gains and losses on items for which the fair 
value option has 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, the FASB issued SFAS No. 157, Fair Value Measurements, which, except as described 
below, is effective for fiscal years beginning after November 15,2007.. This statement defines fair value, 
establishes a hmeworlc for measuring fair value in generally accepted accounting principles and expands 

NOTES TO FINANCIAL STATEMENTS (Conlinued) - 

I 
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NOTES TO FINANCIAL STATEMENTS (Coniinued) 

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 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 detemination ofwhether 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 the amount of potential benefit that exceeds 50% likelihood ofbeing 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 ofoperations, financial position and cash flows was not material. 

Note 2 - Rates and Regulatory Matters 

LG&E is subject to the jurisdiction of the Kentucky Commission and the FERC in vixtually all matters related to 
electric and gas 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, LG&E has no plans or intentions to 
discontinue its application ofSFAS No. 71. 

Electric and Gas Rate Cases 

In December 2003, LG&E filed an application with the Kentucky Commission requesting adjustments in 
LG&E’s electric and natural gas rates. The revenue increases requested were $64 million for electric and $19 
million for natural gas. In June 2004, the Kentucky Commission issued an Order approving increases in 
LG&E’s electric base rates of approximately $43 million (8%) and natural gas base rates of approximately $12 
million (3%). The rate increases took effect on July 1,2004. 

Final proceedings took place duxing 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 31,2006, the Kentucky 
Commission issued an Order resolving this issue in LG&E’s favor consistent with the original rate increase 
order. 

1 
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Renulatory Assets and Liabilities 

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

(in millions) 2007 2006 
ARO $ 24 $ 22 
GSC adjustments 16 21 
MISO exit 13 13 
FAC 9 4 
Unamortized loss on bonds 19 20 
ECR 4 9 
Other 9 I_f_ l  

Subtotal 94 93 
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Pension and postretirement benefits 2 -ggj 
Total regulatory assets f&Qg La2 

Accumulated cost of removal of utility plant $ 232 
Deferred income taxes net 50 54 
GSC adjustments 10 31 

$ 241 

Other 
Total regulatory liabilities 

LG&E does not currently earn a rate of return on the GSC adjustments, FAC and gas performance-based 
ratemaking regulatory assets, all of which are separate recovery mechanisms with recovery within twelve 
months. No return is earned on the pension and posketirement benefits regulatory asset which represents the 
changes in funded status ofthe plans. The Company will seek recovery of this asset in future proceedings with 
the Kentucky Commission. 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 &om MISO membership. LG&E 
will seek recovery of this asset in future proceedings with the Kentucky Commission. LG&E currently earns a 
rate of return on the remaining regulatory assets. Other regulatory assets include VDT costs, the merger 
surcredit, gas performance based ratemaking and Mill Creek Ash Pond 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. 

ARO. A summary of LG&E’s net ARO assets, regulatory assets, liabilities and cost of removal established 
under FIN 41, Accounting for Cortditional Asset Retirement Obligations, an Inlerprelalion oJSFAS No. 14,3> 
and SFAS No. 143, Accounting for Assef Relirenzent Obligations follows: 
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I 
NOTES TO FiNANClAL STATEMENTS (Continued) 

Removal cost i ncued  
As ofDecember 31,2007 

I 

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. LG&E AROs are primarily related to the final retirement of' assets associated with 
generating units and natural gas wells.. 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. FIN 47 net asset 
additions during 2006 were less than $1 million. For the years ended December 31,2007 and 2006, LG&E 
recorded less than $1 million of depreciation expense related to the cost of removal of ARO related assets. An 
offsetting regulatory liability was established pursuant to regulatory treatment prescribed under SFAS No,. 71. 

LG&E transmission and distribution lines largely operate under perpetual property easement ageements 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.. 

GSC Adjustments. LG&E's natural gas rates contain a GSC, whereby increases or decreases in the cost of 
natural gas supply are reflected in LG&E's rates, subject to approval by the Kentucky Commission. The GSC 
procedure prescribed by Order of the Kentucky Commission provides for quarterly rate adjustments to reflect 
the expected cost of natural gas supply in that quarter. In addition, the GSC contains amechanism whereby any 
over- or under-recoveries of natural gas supply cost from prior quarters is to be refunded to or recovered from 
customers through the adjustment factor determined for subsequent quarters,. 

LG&E's GSC was modified in 1997 to incorporate a natural gas procurement incentive mechanism. Since 
November 1, 1997, LG&E has operated under this PBR mechanism related to its natural gas procurement 
activities. LG&E's rates are adjusted annually to recover (or refund) its portion of the expense (or savings) 
incurred during each PBR year (12 months ending October 3 1). During the PBR year ending in 2007, LG&E 
achieved $10 million in savings. Ofthat total savings amount, LG&E's portion was appr.oximately $2 million 
and the ratepayers' portion was approximately $8 million. Pursuant to the extension of LG&E's natural gas 
supply cost PBR mechanism effective November 1,2001, the sharing mechanism under the PBR requires 
savings (and expenses) to be shared 25% with shareholders and 75% with ratepayers up to 4.5% of the 
benchmarked natural gas costs.. Savings (and expenses) in excess of 4.5% of the benchmarked natural gas costs 
are shared 50% with shareholders and 50% with ratepayers. The current natural gas supply cost PBR mechanism 
was extended through 2010 without further modification. 

MISO Exit. Following receipt of applicable FERC, Kentucky Commission and other xegulatory orders, LG&E 
withdrew from the MISO effective SeDtcmber 1.2006. Suecific uroceedines regarding the costs and benefits of 

L L  L 

"- I 
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In July 2006, the Kentucky Commission initiated a six-month review of the FAC for LG&E for the period of 
November 1,2005 through A p d  30,2006. The Kentucky Commission issued an Order in November 2006, 
approving the charges and credits billed through the FAC during the review period. 

In January 2003, the Kentucky Commission reviewed KU’s FAC and, as part ofthe Order in that case, required 
that an independent audit be conducted to examine operational and management aspects ofboth LG&E’s and 
KU’s fuel procurement functions. The h a 1  report’s recommendations, issued in February 2004, related to 
documentation and process improvements, Management Audit Action Plans were agreed upon by LG&E and 
the Kentucky Commission Staff‘in the second quarter of2004, and resulted in Audit Progress Reports being 
filed by LG&E with the Kentucky Commission. In February 2007, the Kentucky Commission staff’indicated 
that LG&E fully complied with all audit recommendations and that no further reports are required. 

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 pennits LG&E 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. 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 LG&E’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, LG&E filed an application to amend its ECR plan with the Kentucky Commission seeking 

estimated capital cost of the upgrades for the years 2008 through 2010 is approximately $40 million, ofwhich 
auuroxirnatelv $30 million is for the Air Oualitv Control Svstem at TC2. A final Order was issued bv the 

approval to recover investments in environmental upgrades at the Company’s generating facilities. The j 

Yeadperiod of Report 

2007/W4 
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Other Regulatory Matters 

Regional Reliability Council. LG&E has changed its regional reliability council membership from the I 

Reliability First CoIpoIation to the SERC Reliability Corporation (“SERC”), effective January 1,200’7 
Regional reliability councils are industry consortiums that promote, coordinate and ensure the reliability of the 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

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 mandatoIy reliability 
standards can subject a registered entity to sanctions, including potential fines of up to $1 million per day as 
well as non-monetary penalties, depending upon the circumstances ofthe violation. LG&E is a member of the 
SERC, which acts as LG&E's RRO. The SERC is currently assessing LG&E's compliance with certain existing 
mitigation plans resulting from a prior RRO's audit of various reliability standards, While LG&E believes itself 
to be in substantial compliance with the mandatoryreliability standards generally, LG&E 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 malce triennial JRP filings 
with the Kentucky Commission. In April 2005, LG&E and KU filed their 2005 joint JRP with the ICentucky 
Commission. The JRP provides historical and projected demand, resource and financial data, and other 
operating performance and system information. The AG and the KIUC were granted intervention in the IRP 
proceeding,. The Kentucky Commission issued its staff report with no substantive issues noted and closed the 
case by Order in February 2006. LG&E and KU will submit the next joint triennial filing in April 2008. 

1 

PUHCA 2005. E.ON, LG&tE's ultimate parent, is a registered holding company under PUHCA 2005 E.ON, its 
utility subsidiaries, including LG&E, 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 utilityproperties, payments of dividends out of capital and surplus, financial matters 
and inter-system sales of non-power goods and services LG&E believes that it has adequate authority 
(including financing authority) undeI existing FERC orders and regulations to conduct its business and will seek 
additional authorization when necessary. 

EPAct 2005. The EPAct 2005 was enacted in August 2005. Among other matters, this comprehensive 
legislation contains provisions mandating improved electric reliability standards and performance; granting 
enhanced civii penalty authority to the FERC; providing economic and other incentives relating to transmission, 
pollution control and renewable generation assets; increasing funding for clean coal generation incentives; 
repealing the Public Utility Holding Company Act of 1935; enacting PUHCA 2005 and expanding FERC 
jurisdiction over public utility holding companies and related matters via the Federal Power Act and PUHCA 
2005. 

In February 2006, the Kentucky Commission initiated an administrative proceeding to consider the requilements 
of the 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, 

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 
IFERC FORM NO. 1 (ED. 12-88) 
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The cost and estimated fair values ofLG&E's non-trading financial instnunents as ofDecember 31 follow: 
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- -  
(in millions) Value Value Value Value 

portion of $1 million) $ -  $ -  $ 20 $ 20 

current portion of$120 million) $574 $571 $574 $574 
Long-.term debt from affiliate $410 $438 $225 $222 

Preferred stock subject to mandatory 
redemption (including current 

Long-term debt (including 

Interest-rate swaps - liability $ 21 $ 21 $ 15 $ 15 

All of the above valuations reflectprices quoted by exchanges except for the swaps and loans from affiliate. The 
fair values of the swaps reflect pnce quotes firom dealers. The loans firom affiliate are fair valued using accepted 
valuation models. The fair values of cash and cash equivalents, accounts receivable, accounts payable and notes 
payable are substantially the same as their canying values. 

Interest Rate Swaps (hedging derivatives). LG&E uses 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 is intended to mitigate risk, earnings and cash flow volatility and is not speculative in nature. 
Management has designated all of the interest rate swaps as hedge instruments. Financial inshuments designated 
as cash flow hedges have resulting gains and losses recorded within other comprehensive income and 
stockholders' equity. See Note 13, Accumulated Other Comprehensive Income. 

LG&E was party to various interest rate swap agreements with aggregate notional amounts of$211 million as of! 
December 31,2007 and 2006. Under these swap agreements, LG&E paid fixed rates averaging 4.38% and 
received variable rates based on the London Interbank Offer Rate or the Securities kidustry and Financial 
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Note 4 - Concentrations of Credit and Other Risk 

Credit risk 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 or industry characteristics that would cause their ability 
to meet contractual obligations to be similarly affected by changes in economic or other conditions.. 

LG&E’s customer receivables and natural gas and electric revenues arise from deliveries ofnatural gas to 
approximately 326,000 customers and electricity to approximately 401,000 customers in Louisville and adjacent 
areas in Kentucky. For the year ended December 31,2007,73% of total revenue was derived from electric 
operations and 27% from natural gas operations. For the year ended December 31,2006,70% oftotal revenue 
was derived from electric operations and 30% from natural gas operations. 

Effective November 2005, LG&E and its employees represented by the IBEW Local 2100 entered into a 
three-year collective bargaining agreement. The new agreement provides for negotiated increases or changes to 
wages and annual benefits re-openers. Benefits re-openers were negotiated in November 2006, and November 
2007. The employees represented by this bargaining agreement compIise approximately 69% of LG&E’s 
workforce at December 31,2007. 

Note 5 - Pension and Other Postretirement Benefit Plans 
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LG&E 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. LG&E uses December 31 as the measurement date for its plans. 

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

Change in benefit obligation 
Benefit obligation at beginning of year 

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

Benefit obligation at end of year 
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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 contributions 
Administrative expenses and other 

Fair value of plan assets at end of year 

Funded status at end of year 

Pension Benefits 
2007 2006 

$ 408 $427 
4 4 

24 23 
9 4 

(28) (29) 
(19) (21) 

$ 408 $408 

$356 $333 
26 3 6 
56 18 

Benefits 
2007 2006 

~~ 

Amounts Recognized in Statement of Fiinaneial Position. The following tables provide the amounts 
recognized in the balance sheets and information for plans with benefit obligations in excess ofplan assets as of 
December 3 1 : 

Other Postretirement 
Pension Benefits Benefits 
2007 2006 2007 2006 

- (in millions) 

Regulatory assets $ 93 $ 93 $ 17 $ 33 
Non-current assets 14 - - 

- Accrued benefit liability (current) (3) (2) 
Accrued benefit liability (non-current) (13) (52) (81) (97) 

Additional year-end information for plans with accumulated benefit obligations in excess of plan assets: 

Other Postretirement 
(in millions) Pension Benefits Benefits 

2007 2006 2007 2006 

Accumulated benefit obligation 378 391 - 
Fair value of plan assets 409 356 5 6 
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(in millions) 

Service cost 
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Pension Benefits Benefits 
2007 2006 2007 2006 
$ 4  $ 4  $ 1  $ 1  

Interest cost 24 23 5 6 
Expected return on plan assets (32) (27) 
Amortization of prior service costs 5 4 2 2 
Amortization of transitional asset (1 ) 
Amortization of actuarial loss 2 4 - 
Amortization of transitional obligation 1 
Benefit cost at end of year $ 3  $ 7  $ 8  s 10 

- - 

- - - 
- - - 

The assumptions used in the measurement of LG&E's pension benefit obligation are shown in the following 
table: 

2007 2006 
Weighted-average assumptions as of December 3 1: 
Discount rate - Union plan 6.56% 5.91% 
Discount rate - Non-union plan 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 ofLG&E'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 
5.90% 
8.25% 
5 25% 

- 2006 
5.50% 
8.25% 
5.25% 

To develop the expected long-term rate ofreturn on assets assumption, LG&E considered the current level of 
expected returns on risk free investments @Iimarily government bonds), the historical level of the risk premium 
associated with the other asset classes in which the portfolio i s  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 retun 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 $45 million positive or 
negative impact to the 2007 accumulated benefit obligation and an approximate $52 million 
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Pension 
(in millions) plans 
2008 $28 
2009 27 
2010 26 
201 1 26 
2012 25 
2013-17 129 
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Other 
Postretirement 

Benefits 
$ 7  

8 
8 
8 
8 

38 

Plan Assets. The following table shows LG&E's weighted-average asset allocation by asset category at 
December 31: 

._ 
Pension Plans TargetRanse __ 2007 2006 
Equity securities 45% - 75% 57% 61% 
Debt securities 30% - 50% 43% 39% 
Other 0% - 10% 0% 0% 
Totals 100% 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 eamings. 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 
GovemmenVCredit 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 fivc years 01 a 
complete market cycle The assets of the pension plans are broadly diversified within different asset classes 
(equities, fixed income securities and cash equivalents). 
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A United States consolidated income tax return is filed by E.ON UX’s direct parent, E.ON US Investments 
COT., for each tax period. Each subsidiary of the consolidated tax group, including LG&E, will calculate its 
separate income tax for the tax period. The resulting separate-return tax cost or benefit will be paid to or 
received fiom the parent company or its designee. LG&E also files income tax returns in various state 
jurisdictions. With few exceptions, LG&E is no longer subject to U.S. federal income tax examinations for 
years before 2004.. Statutes of limitations related to 2004 and later retums are still open. Tax years 2005,2006 
and 2007 are under audit by the IRS with the 2007 return being examined under an JRS 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 retuni is filed. 

LG&E adopted the provisions ofFIN 48 effective January 1,2007. At the date of adoption, LG&E had $1 
million ofunrecognized tax benefits related to federal and state income taxes. Ifrecognized, the entire $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 $1 million. 

Possible amounts of uncertain tax positions for LG&E that may decrease within the next 12 months total less 
than $1 million and are based on the expiration of statutes during 2008. 

LG&E, upon adoption ofFW 48, adopted a new financial statement classification for interest and penalties. 
Prior to the adoption of FW 48, LG&E recorded 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 
Fn\T 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 apre-tax basis. Interest of less than $1 million was 
accrued for 2007 and 2006 based on IRS and Kentucky Department of Revenue large coxporate interest rates for 
underpayment of taxes. No penalties were accrued by LG&E upon adoption of FIN 48 or through December 31, 
2007. 

Components of income tax expense are shown in the table below: 

(in millions) 2007 2006 
Current - federal $ 3 4  $60  

- state 8 11 
Deferred - federal -net 10 (7) 

- state -net 2 (1) 
Investment tax credit - deferred 9 3 
Amortization of investment tax credit -....@I A) 
Total income tax expense 222 $=g 

Current federal income tax expense decreased and investment tax credit - deferred increased primarily 
due to the recording of investment tax credits of $9 million and $3 million at December 31,2007 and 
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2006, respectively, as discussed below. 

In June 2006, LG&E and KU 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 commeIcialization of advanced coal technologies that will generate electricity in an 
environmentally responsible manner. LG&E’s and IW’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% ofprojected qualifymg TC2 expenditures. In November 2006, the DOE and IRS announced that 
LG&E and KU were selected to receive the tax credit. A final IRS certification required to obtain the 
investment tax credit was received in August 2007. LG&E’s portion ofthe 322. tax credit will be 
approximately $25 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, LG&E recorded investment tax credits of$9 million and $3 million in 2007 and 
2006, respectively, decreasing current federal income taxes. 

In September 2007, LG&E received Order 2007-00179 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 
environrnental laws and demanded relief, including suspension or termination of the program. LG&E is not able 
to predict the ultimate outcome ofthis proceeding. 

Components of net deferred tax liabilities included in the balance sheets are shown below: 

(in millions) - 2007 2006 

Depreciation and other plant-related items $368 $367 
RegulatoIy assets and other 30 22 
Pension and related benefits 3 6 
Total deferred tax liabilities ___ 403 - 395 

Deferred tax liabilities: 

Deferred tax assets: 
Investment tax credit 
Income taxes due to customers 
Liabilities and other 
Total deferred tax assets 

14 15 
19 21 

26 24 
57 62 

- I- 

Net deferred income tax liability $333 

Balance sheet classification 
Current liabilities 
Non-current liabilities 

Net deferred income tax liability 

$ 4  $ -  
342 333 
$346 $333 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

Redemptions and maturities of long-term debt for 2007 and 2006 are summarized below: 

($ in millions) Principal Secured 

2007 Pollution control bonds $3 1 Variable Secured 2017 
2007 Pollution control bonds $60 Variable Secured 2017 
2007 Pollution control bonds $35 Variable Secured 2013 
2007 Mandatorily Redeemable Preferred Stock $20 5.875% IJnsecured 2008 
2006 Mandatorily Redeemable Preferred Stock $ 1 5 875% Unsecured 2006 

Description Amount Rate Unsecured Maturity 

LG&E did not issue any new long-term debt in 2006. Issuances of long-term debt for 2007 are summarized 
below: 

($ in millions) 
- Year DescriDtion 
2007 Pollution control bonds- 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 

Principal 
Amount 

$31 Variable 
$60 4.60% 
$35 Variable 
$70 5.98% 
$67 5.93% 
$47 5.72% 

Secured/ 
Unsecured Maturity 
Unsecured 2033 
IJnsecured 2033 
Unsecured 2033 
Unsecured 2037 
IJnsecured 203 1 
Unsecurcd 2022 

In January 2007, the Kentucky Commission issued an Order approving LG&E’s application for certain financial 
transactions, including arrangements which provided a source of funds for the redemption of LG&E’s preferred 
stock. In April 2007, LG&E redeemed all of its outstanding shares of its series of preferred stock at the 
following redemption prices, respectively, plus an amount equal to accrued and unpaid dividends to the 
redemption date: 

860,287 shares of 5% cumulative preferred stock (par value $25 per share) at $28 per share; 
200,000 shares of $5.875 cumulative preferred stock (without par value) at $100 per share; and 
500,000 shares of auctionmte, series A, cumulative preferred stock (without par value) at $100 per 
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During Tune 2007, LG&E's five existing lines of credit totaling $185 million expired and were replaced 
with short-term bilateral lines of credit facilities totaling $125 million During the third quarter of 2007, 
LG&E extended the maturity date of these facilities through June 2012 There was no outstanding balance 
under any of these facilities at December 31,2007. 

The covenants under these revolving lines of credit include the following: 
The debfftolal capitalization ratio must be less than 70% 
E.ON must own at least 66.667% of voting stock of LG&E directly or indirectly 
The corporate credit rating of the Company must be at or above BBB- and Baa3 as determined by 
S&P and Moodv's 
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A limitation on disposing of assets aggregating more than 15% of total assets as of December 31, 
2006 

Note 9 - Commitments and Contingencies 

Operating Leases. LG&E leases office space, office equipment and vehicles and accounts for these leases as 
operating leases. Total lease expense less amounts contributed by affiliated companies occupying a portion of 
the office space leased by LG&E, was $5 million for 2007 and 2006. The future minimum annual lease 
payments for operating leases for years subsequent to December 31,2007, are shown in the following table: 

(in millions) 
2008 $ 5  
2009 4 
2010 4- 
201 1 3 
2012 3 

5 Thereafter - 
Total 324 

Sale and Leaseback Transaction. LG&E is a participant in a sale and leaseback transaction involving its 38% 
interest in two jointly owned CTs at KU's E.W. Brown generating station (Units 6 and 7). Commencing in 
December 1999, LG&E and 1C.U entered into a tax-efficient, 18-year lease of the CTs.. LG&E and KIJ have 
provided funds to fully defease the lease, and have executed an irrevocable notice to exercise an early purchase 
option contained in the lease after 15.5 years. The financial statement treatment of this transaction is no different 
than if LG&E had retained its ownership. The leasing transaction was entered into following receipt of required 
state and federal regulatory approvals. 

In case of default under the lease, L.G&E is obligated to pay to the lessor its share of certain fees or amounts.. 
Primary events of default include loss or destruction of the CTs, failure to insure or maintain the CTs and 

--, 
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Letters of Credit. LG&E has provided letters of credit totaling $3 million to support certain obligations related 
to landfill reclamation and a letter of credit totaling less than $1 million to support certain obligations related to 
worlters’ compensation. 

Purchased Power. LG&E has a contract for purchased power with OVEC, terminating in 2026, for various Mw 
capacities. LG&E has an investment of5,.63% ownership in OVEC’s common stock, which is accounted for on 
the cost method of accounting. LG&E’s share of OVEC‘s output is 5,.63%, approximately 124 Mw of 
generation capacity. Future obligations for power purchases are shown in the following table: 

(in millions) 
2008 $ 16 
2009 18 
2010 19 
201 1 19 
2012 19 
Thereaftel 322 
Total 

Construction Program. LG&E had $104 million of commitments in connection with its construction program 
at December 31,2007. - 

In June 2006, LG&E and KU entered into a construction contract regarding the TC2 project. The contract is 
generally in the form of a lump-suni, turnkey agreement for the design, engineering, procurement, construction, 
commissioning, testing and delivery o f  the project, according to designated specifications, terms and conditions. 
The 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 other provisions for arrangements of this type, 
including termination for convenience or for. cause rights. 

TC2 Air Permit. The Sierra Club and other environmental groups filed a petition challenging the air permit 
issued for the TC2 baseload generating unit which was issued by the Kentucky Division of Air Quality in 
November 2005. The filing of the challenge did not stay the permit, so the Company was .free to proceed with 
construction during the pendancy of the action. In June 2007, the state hearing officer assigmd to the matter 
recommended upholding the air permit with minor revisions. In September 2007, the Secretary of the Kentucky 

! 
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Mine Safety compliance Costs. In March 2006, the Mine Safety and Health Administration enacted 
Emergency Temporary Standards regulations and has issued additional regulations as the result of the passage of 
the Mine Improvement and New Emergency Response Act of2006, which was signed into law in June 2006. At 
the state level, Kentucky and other states that supply coal to LG&E, 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 of the coal contracts LG&E bas in place, provisions are made to 
allow for price adjustments for compliance costs resulting from new or amended laws or regulations. LG&E has 
begun to receive information from the mines it contracts with regarding price adjustments related to these 
compliance costs and has hired a consultant to review all supplier claims for validity and reasonableness, At this 
time LG&E has not been notified of claims by all mines and is reviewing those claims it has received. An 
adjustment will be made to the value of the coal inventory once the amount is determinable, however, the 
amount cannot be estimated at this time. The Company expects to recover these costs through the FAC. 

Environmental Matters. LG&E's operations are sub,ject to a number of environmental laws and regulations, 
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. 

Clean Air Act Requirements. The Clean Air Act establishes a comprehensive set of programs aimed at 
protecting and improving air quality in the United States by, among other things, controlling stationary sources 
of air emissions such as power plants. While the general regulatory framework for these programs is established 
at the federal level, most of the programs are implemented and administered by the states under the oversight of 
the EPA. The key Clean Air Act programs relevant to LG&E's business operations are described below. 

- 
Ambient Air Quality. The Clean Air Act requires the EPA to periodically review the available scientific data 

for six criteria pollutants and establish concentration levels in tbe ambient air sufficient to protect the public 
health and welfare with an extramargin for safety. These concentration levels are known as national ambient air 
quality standards ('WAAQS"). Each state must identify "nonattainment areas" within its boundaries that 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, the EPA must develop and implement a plan. As the EPA increases the stringency of 
the NAAQS through its periodic reviews, the attainment status of various areas may change, thereby triggering 
additional emission reduction obligations under revised SIPS aimed to achieve attainment. 

In 1997, the EPA established new NAAQS for ozone and fine particulates that required additional reductions 
in SO2 and NOx emissions fiom power plants. In 1998, the EPA issued its final "NOx SIP Calf' rule requiring 
reductions in NOx emissions of approximately 85% from 1990 levels in order to mitigate ozone transport from 
the midwestem U.S. to the northeastem [JS" 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 
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In order to achieve the emissions reductions mandalcd by the CAR and CAMR, LG&E expects to incur 
additional capital expenditures totaling $130 million during the 2008 through 2010 time period for pollution 
control equipment, and additional operating and maintenance costs in operating such controls. In 2005, the 
Kentucky Commission granted approval to recover the costs incuned by LG&E for these projects through the 
ECR mechanism. Such monthly recovery is subject to periodic review by the Kentucky Commission. LG&E 
believes its costs in reducing SO& NOx and mercury emissions to be comparable to those of similarly situated 
utilities with lilce generation assets., L,G&E'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. LG&E will continue to monitor these developments to ensure 
that its environmental obligations are met in the most efficient and cost-effective manner. 

Pofential 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 currently no mandatory GHG emission reduction requirements 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., Such programs have been adopted in various states including 11 northeastern US.  
states and the District of Columbia under the 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 whethes the EPA and the states have the authority to regulate GHG emissions under existing 
law. In April 2007, the LJ.S. Supreme Court ruled that the EPA has the authority to regulate GHG under the 
Clean Air Act. LG&E is monitoring ongoing efforts to enact GIIG reduction requirements at the state and 
federal level and is assessing potential impacts of such programs and strategies to mitigate those impacts. LG&E 
is unable to predict whether mandatory GHG reduction requirements will ultimately be enacted. As a Company 
with significant coal-fired generating assets, LG&E could be substantially impacted by programs requiring 
mandatory reductions in GHG emissions, although the precise impact on the operations of LG&E, including the 
reduction targets and deadlines that would be applicable, cannot be determined prior to the enactment of such 
programs 

This Report is: Date of Report YearlPeriod of Report 
(1 )  X An Original (Mo, Da. Yr) 
(2) -A Resubmission I /  2007/C?4 

1 - 
IFERC FORM NO. 1 (ED. 12-88) Page 123.33 



Name of Respondent 

Louisville Gas and Electric Company 

Section I14 Requests. In August 2007, the 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 Trimble County 1 generating units and KU's Ghent 2 generating unit.. 
The Companies are complying with the information requests and are not able to predict further proceedings in 
this matter at this time. 

General~nvironmenlal Proceedings. From time to time, LG&E 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 remediation obligations for former manufactured gas 
plant sites; liability under the Comprehensive Environmental Response, Compensation and Liability Act for 
cleanup at various off-site waste sites; ongoing claims regarding alleged particulate emissions &om LG&E's 
Cane Run station and ongoing claims regarding GHG emissions from LG&E's generating stations. With respect 
to the former manufactured gas plant sites, LG&E has estimated that it could incur additional costs of less than 
$1 million for remaining clean-up activities under existing approved plans or agreements. Based on analysis to 
date, the resolution of the other matters is also not expected to have a material impact on the operations of 
LG&E. 
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Note 10 -Jointly Owned Electric Utility Plant 

LG&E owns a 75% undivided interest in Trimble County Unit 1 which the Kentucky Commission has allowed 
to be reflected in customer rates Of the remaining 25% of the Unit, M A  owns a 12 12% undivided interest, 
and M A  owns a 12 88% undivided interest Each company is responsible for its proportionate ownership 
share of fuel cost, operation and maintenance expenses and incremental assets. The following data repxesent 
shares of the jointly owned property: 

Trimble County Unit 1 
LG&E IMPA IMEA Total . I  

Ownership interest - 75% 12.88% 12.12% 100% 
Mw capacity 383 66 62 511 

(in millions) 
LG&E's 75% ownership: 
Cost $633 
Accumulated depreciation 246 
Net book value &&EL 

Construction w o ~ k  in progress 
(included in above) $ 27 

LG&E and IUJ have begun construction of TC2, ajointly owned unit at the Trimble County site. LG&E 

TC2. IMEA owns a 12 12% undivided interest and IMPA owns a 12.88% undivided interest. Each 
and KU own undivided 14 25% and 60.75% interests, respectively, in TC2. Of the .remaining 25% of l 

company is responsible for its proportionate share of capital cost during construction, and fuel, operation 
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TC2 
LG&E KU IMPA M E A  Totai- 

Ownership interest 14.25% 60.75% 12.88% 12 12% 100% 
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Mw capacity 107 455 97 91 750 

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

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

(Sin millions) L W E  KU row 
($1 (S) ($1 

(S) Ncl (S) Ncr (%) NcI 
Mw (S) Dcprc- Book MW (S) Depre- Book Mw (S) Deprc- Book 

Ownership Pcmenla.c Capacity Cost ciation Value- Capacity Cost ciation Value Copncity Cost ciation Voiue 

LG&E53%, KU47%(l) 146 58 (12) 46 129 51 (11) 40 215 109 (23) 86 

LG&E 38%. KU 62% (2) 118 50 (IO) 40 I90 78 (14) 64 308 128 (24) 104 

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

LG&E 37%, KU 63% (4) 236 79  (8) 71 404 137 (17) 120 640 216 (25) 191 

LG&E 29%. KU 1 I% ( 5 )  nlo 3 3 nlo 9 (2) 7 nla 12 (2) 10 

1) Comprised ofPaddy’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 10 Mw of capacity for LG&E. 

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

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

Note 11 -Segments of Business and Related Information 

LG&E is a regulated public utility engaged in the generation, transmission, distribution and sale of electricity 
and the storage, distribution and sale of natural gas. LG&E is regulated by the Kentucky Commission and files 
electric and natural gas finaricial information separately with the Kentucky Commission. The Kentucky 
Commission establishes rates specifically for the electric and natural gas businesses. Therefore, management 
reports analyze financial performance based on the electric and natural gas segments of the business., Financial 
data for business segments follow: 
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Name of Respondent 

Loulsvllle Gas and Electric Company 

(in millions) 
2007 
Operating revenues 
Depreciation and amortization 
Income taxes 
Interest income 
Interest expense 
Net income 
Total assets 
Construction expenditures 

2006 
Operating revenues 
Depreciation and amortization 
Income taxes 
Interest income 
Interest expense 
Net income 
Total assets 
Construction expenditures 

Note 12 - Related Party Transactions 

This Report is: Date of Report Yeadperiod of Report 
(1) 21 An Original (Mo, Ua. Yr) 
(2) - A Resubmissiori I 1  2007/Q4 

Electric 

$ 933 
107 
54 

1 
41 

112 
2,669 

157 

$ 943 
105 
57 

1 
33 

107 
2,519 

111 

&s 

$ 353 
19 
5 

9 
8 

644 
37 

$ 395 
19 
5 

8 
10 

665 
35 

- 

$1,286 
126 
59 

1 
50 

120 
3,313 

194 

$1,338 
124 
62 

1 
41 

117 
3,184 

146 

LG&E, subsidiaries ofE.ON U.S. and subsidiaries ofE.ON engage in related party transactions., Transactions 
between LG&E and E,.ON US.  subsidiaries are eliminated upon consolidation of E.ON U,.S. Transactions 
between LG&E and E.ON subsidiaries are eliminated upon consolidation of E.0N. These transactions are 
generally performed at cost and are in accordance with FERC regulations under PUHCA 2005 and the 
applicable Kentucky Commission-regulations. The significant related party transactions are disclosed below 

Electric Purchases 

LG&E and KU 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 electric operating 
revenues and purchased power operating expense. LG&E intercompany elecbic revenues and purchased power 
expense for the years ended December 31, were as follows: 

(in millions) 
Electric operating revenues from KU 
Purchased power from KU 

2007 2006 
$93 $99 
46 7’7 
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Name of Respondent 

Louisville Gas and Eleclric Company 

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

This Report is: Date of Report Yeadperiod of Report 
(1) X An Original (Mo. Da. Yr) 
(2) - A  Resubmission I /  2007104 

2007 2006 
$ 4  $ 2  

17 11 

Other Intercompany Billings 

E.ON U.S.. Services provides LG&E with a variety of centralized administrative, management and support 
services. These charges include payroll taxes paid by E.ON U . S  on behalf ofLG&E, labor and burdens of E.ON 
U.S. Services employees performing services for LG&E and vouchers paid by E.ON US. Services on behalf of 
LG&E. The cost ofthese services is directly charged to LG&E, 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., Tliese costs are 
charged on an actual cost basis. 

In addition, LG&E and KLJ provide services to each other and to E.ON U..S. Services. Billings between LG&E 
and KU 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 from LG&E to E.ON U.S,, 
Services include cash received by E.ON KS. Services on behalf of LG&E, pIimarily tax settlements, and other 
payments made by LG&E on behalf of other non-regulated businesses which are paid through E.ON US. 
Services. 

Intercompany billings to and from LG&E for the years ended December 31, were as follows: 
- 

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

2007 - 2006 
$385 $230 

12 53 
6 56 

12 7 

In December 2007, LG&E received a capital contribution from its shareholder, E.ON U S  in the amount of $20 
million. 

Note 13 - Aeeumulated Other Comprehensive Income 

Accumulated other comprehensive income (loss) consisted of the following: 
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Name of Respondent This Report is: 
(1) XAn Original 

Louisviiie Gas and Electric Company (2) -A  Resubmission 

Minimum 
Pension 
Liability 

(in millions) Adiustment 
Balance at December 31,2005 $ (77) 

Minimum pension liability adjustment 77 

hedging instruments __ 

Gains (losses) on derivative instruments 
designated and qualifying as cash flow 

Balance at December 3 1,2006 

Gains (losses) on derivative instruments 

- 

designated and qualifying as cash flow 
- hedging instruments __ 

Balance at December 31,2007 && 

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

I 1  2007l04 

Accumulated 
Derivative Income 

Gainor Loss Pre-?g, Taxes - Net 
K18) V95) $37 $(58)  

71 (30) 41 

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 14 -Notes to Statement of Cash Flows 

Supplemental disclosures of cash flow information 

(in millions) 
Cash paid during the period for: 
Income Taxes 
Interest on borrowed money 
Interest to affiliated companies on boirowed money 

Note 15 -Notes to Statement of Income for the Year 

2007 - 2006 

$62 $64 
23 22 
15 11 

See page 115, line 6, column (9). Electric Utility Depreciation Expense includes $5.5 million applicable 
to Common Utility Plant apportioned to Electric Operations. 

See page 115, line 6, column (i). Gas Utility Depreciation Expense includes $2.0 million applicable to 
Common Utility Plant apportioned to Gas Operations. 

See page 115, line 8, column (g). Electric Utility Amortization and Depletion of Utility Plant includes $4.6 
million applicable to Common Utility Plant apportioned to Electric Operations. 

See page 11.5, line 8, column (i). Gas Utility Amortization and Depletion of Utility Plant includes $1 ..6 million 
applicable to Common Utility Plant apportioned to Gas Operations. 

( 
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Name of Respondent 

Louisville Gas and Eleclric Company 

On February 7,2008 and February 25,2008, the ratings of the Louisville Metro 200.3 Series A bonds were 
downgraded fiom Aaa to A2 by Moody's and from A M  to A- by S&P, due to downgrades of the bond insurer. 

On February 26,2008, LG&E commenced steps, including notice to relevant parties, to convert the Louisville 
Metro 2005 Series A bonds kom the auction rate mode of interest to a weekly interest rate mode, Such 
conversion is scheduled to occur on March 24,2008. 

On February 27,2008, LG&E commenced steps, including notice to relevant parties, to convert the Louisville 
Metro 2007 Series A and 2007 Series B bonds from the auction rate mode of interest to a weeldy interest rate 
mode. Such conversions are scheduled to occur on April 4,2008. 

Beginning in late 2007, the interest rates on these 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%.. During 2007, the average rate on 
the auction rate bonds was 3.77%, whereas the average rate in January and February of 2008 was 4.58%.. 

On March 4,2008, the FERC issued an Order approving the MIS0 exit fee recalculation agreement which 
provides LG&E with an immediate recovery of less than $1 million and an estimated $2 million over the next 
eight years for credits realized fiom other payments the MISO will receive, plus interest. 

This Report is: Date of Report Yeadperiod of Report 
(1) X A n  Original (Mo. Da. Yr) 
(2) _. A Resubmission / I  2007IQ4 
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am18 of Respondent 
3uisville Gas and Electric Company 

Item 

This Re ort Is: Dale of Report Year/Period of Report 
End of 20071Q4 (1) pJp.l Original (Mo, Da. Yr) 

(2) O A  Resubmission / /  

(a) 
alance of Account 219 at Beginning of 
receding Year 
receding QbNr to Date Reclassifications 
om Acct 219 to Net Income 
receding QuarterNear io Dale Changes ii 
air Value 
olal (lines 2 and 3) 
aiance of Account 219 at End of 
recedlng QuarterNear 
alance of Account 219 at Beginning of 
urrenl Year 
unent QkNr to Date Redassilicalions 
om Acct219 lo Ne1 Income 
urrenl QuarlerNear Io Dale Changes in 
air Value 

__. 

.- otbl (Nines 7 and 8) 

alance of Account 219 at Eno of CJnenl 
IuarterNear 

Unrealized Gains and 
Losses on Available- 
for-Sale Securities 

Minimum Pension 
Uablllty adjustment 

(net amount) 
(C) 

( 46,923,505. 

46,923,502 

46.923,50: 
I 

Foreign Currency 
Hedges 

(d) 

Other 
Adjuslmenls 

(e) 

( 3.599.00E 

_. 

( 3.599,OOE 

( 3,599.00$ 

( 57,875 
( 57,875 

FERC FORM NO. 1 INEW 06-02) 



This Repofl 12:. , , 
(1) 1111' 1 
12) n, Loulsvllle Gas and Elecbic Company 

Hedges 
lnlerest Rate Swaps 

2 
3 1.940.661 
4 1.940.661 
5 ( 5,706,848 
6 ( 5.706.648: 

7 
8 ( 3,768,652: 
9 ( 3.768.652: 

10 ( 9,475,300: 

- 
Olher Cash Flow 

Hedges 
[SpeUfyl 

(9) 

Totals for each 
calegofy of items 

recorded in 
Account 219 

(h) 
( 58,169,830; 

46,923,505 
1.940.66L 

46.864,372 
( 9,305,657: 
( 9,305,657: 

( 3.826.527 
( 3.826.527 
( 13.132.1@4 

Forward from Comprehensive 
Page 117, Une 78) Income 



&y 8:; &ginal 
Name ot Respondent 
Louisville Gas and EIecLric Company (2) n A  Resubmlsslon - 

Electric 

(C) 

Total Company for the 
Current YearICtuarter Ended Line 

fal 

Uate of Reporl 
(Mo. Oa. Yr) 

YearWenod ot Report 
End of 2007lQ4 

/ I  

. .  . .  . .  

- 5 Plant Purchased or Sold 
6 Completed Construction not Classified 
7 Experimental Plant Unclasslfied 

8 Total (3 thru 7) 3,971,895,403 3,245.629.5 
9 Leased to Others 

10 Held for Fulure Use 649.014 649.0 

1.573.660.11 

I '  1 
251Amorlizallon and Deplellon 
26 lToIal Leased to Olhers (24 & 25) I I 

I 

27 Held for Future Use 

28 Deoreciallon 
- 

33 Total Accum Prov (equals 14) (22,26.30,31.32) 1,859.847.713 1.573.660,21 
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Name of Respondenl 

Louisville Gas and Eleclric Company 

Dale of Repon YeadPericd of Report 
(Mo, Da. Yr) End of 2007lQ4 

This Re ort IS: 
(1) d A n  Original 
(21 T?A Resubmission I /  

FERC FORM NO 1 (ED 12-89) 

Gas 

Page 201 

Olher (Specify) Other (Specify) Olher (Specify) Common Line 



This Re ort Is: Date of Report YearlPeriod of Report 
(1) ilf/An Original (Mo. Da. Yr) End of 20071Q4 

Name of Respondenl 
Louisville Gas and Electric Company (2) n A  Resubmission / /  

45 TOTAL Other Prod. Piant (Enter Total of lines 37 thru 44) 
46 TOTAL Prcd. Plant (Enier Total of lines 16.25, 35. and 45) 

225,436.784 
2.1 88.579.595 

Account 103. Erperimental Elecbic Plant Unclassified: and Account 106, Comptated Construction Not ClasslBed-Eieciric, 
3 Include in column (c) or (d). as appropriate. carredons of additions and retirements for the current or preceding year 
4, For revisions to the amount of Initial asset reli~emerit costs capitalized, included by primary piant account. increases in column (c) additions and 
reductions in column (e) adjustments,. 
5. Enclose in parentheses credit adjustments of piant accounts to indicate the negative effect of such accounts. 
6 Classify Account 106 according lo prescribed aCMUi21S. on an estimated basis if necessary. and indude the enbies iii column (c). Also to be included 
in column (c) are enhies for reversais of tentalive distributions of prior year reported in wiumn (b). Likewise, i f  the respondent has a significant amount 
of plant retiremanls which have not been classified lo primary accounts al the end of the year. include in column (d) a tentative distribution of such 

315,14 
30.044.17 

I (325) MIX Power Plant Equipment 
(326) Asset Relirement Costs lor Nuclear Production 

__ 

~~~~ ~~~~~~~ ~ 

291(332) Reservoirs. Dams, and Waierways I 4.949.1771 4.425.09 

~~~~ 31 l(334) Accessory Eleclrlc Euu:pmcnt I 4.392875) 215.71 
30 l(333) Water Wheels. TLrbines. and Generators . - -  2.674.5811 9.194.31 



Name of Respondent This Report Is: Dale of Reporl YearlPeriod of Report 
(Mo. Da. Yr) End of 2007104 Louisville Gas and Eleclric Company 

(1) N A n  Original 
(2) [TIA Resubmission I /  

ELECTRIC PLANT IN SERVICE (Accounl101.102,103 and 106) (Conllnued) 
dislributions of lhese tentative classifications in columns (c) and (d), including the reversals of the prior years tenlalive acwunt dlstrlbullons of lhese 
amounts., Careful observance of lhe above inslructions and Lhe texts of Acwunts '10 1 and 106 will avoid serious omissions of the reported amount of 
respondenl's plant actually in sewice at end of year 
7. Show in column (0 reclassifications or transfers withln utility plant accounts., Include also in wlumn (0 the additions or reductions of primary account 
classifications arising from distribution of amounts initially recorded in Account 102, include in wlumn (e) h e  amounls wiUi respect to acwmuiated 
provision for depreciation. acquisilion adjuslments. etc.. and show in column (0 only the offset lo lhe debits or credits dislribuled in wlumn (0 to primary 
acwunt dassifications 
8. For Account 399, slate the nature and use of plant lnduded in this account and if substantial in amount submil a supplemenlary statement showing 
subaccount classification of such plant conforming lo Ihe requiremenl of lhese pages. 
9. For each amount comprising lhe reponed balance and changes in Account 102, slate lhe propetty purchased or sold, name of vendor or purchase, 

-. 
115.5M 
106,068 

_^__- 76,996 

and date of Iransaclion. If proposed journal entries have been filed with Lhe Commission as required by the Uniform System of Accounts. give also dale 

I I I I Line Relirements Adjustments Transfers Balance at 

11 
199,732,206 12 
162,778,601 13 

12296,785 14 

I I -863) 5,302,9901 
78.4601 I 331,828,3651 1 9  

3,095,5371 _. I 1.238.705.459 1 I 10 

14,840,604 3E 
7,275,631 3: 

158.697 150235,079 4c 
32,724,322 41 
16,400,224 4i 
3,770,895 42 

297,215 44 
158,697 225,593,229 45 

5,949,600 -870 2,212,673,295 4€ 

~~~~ 

- 

I I I I I 20 
I 21 

i I i i I _I" 





Louisville Gas and Eleclric Corn 
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YeadPeriod of Report 

End of 
Name of Respondent This Re oit Is: Dale of Report 
Loulsville Gas and Eleclric Company 2007lQ4 (1) d A n  Original (Mo. Da. Yr) 

(2) C I A  Resubmission I /  
ELECTRICPLANT HELD FOR FUTURE USE (AccounliO5) 

31 
32 
33 
34 
35 
36 
37 

38 
39 
40 
41 
42 
43 
44 
45 
46 

- 

-- 

47 

FERC FORM NO 1 (ED 12-96) Page 214 
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Name of Respondent 
Louisville Gas and Electric Company 
__-.---A_-! ... --_l .. I 

CONSTRUCTION WOHA IN PROGRESS - - ELECTRIC (Accoint 107) -__. .- .- 
ana balances a l  end of w a r  01 ~ioiects ;n Dracess a i  constiucl on 11071 

Date 01 Reporl YearlPeriod of Report This Re ort Is: 
(1) d A n  Original (Mo. Da, Yr) End of 2007tQ4 
(2) n A  Resubmission / /  

. .  . .  
2 Show items relating lo "research. development. and demonsIration" projecls lasl, under a caplion Research, Development, and Demonstrating (see 
Account 107 of the Uniform System of Accounts) 
3 Minor projecls (5% of the Balance End of the Year for Account 107 or $100.000, whichever Is less) may be grouped 

tine Description of Project 
No 

_I 

Construction work in progress - 
Electric (Account 107) 

(a) (b) 
1 STEAM PRODUCTION 

2 TC2 PROJECT - LG&E 79,176,416 

3 TC2 AQCS LGE 13.B20.80 

4 CR6 SLUDGE PROCESSING PLANT UPGRADE 4.244.85( 

5 TC CONTROL SYSTEM UPGRADE ENGINEERING SCOPE 2.953.97: 

6 MILL CREEK UNIT 3 SUPERHEATER FINAL PENDANT REPLACEMENT 2,196,346 

7 MILL CREEK UNIT 3 INTERMEDIATE SUPERHEATER UPGRADE 1.B59.511 

8 CR5 SUPERHEATER PLATEN AND PENDANT REPLACEMENT I .770,31( 

9 SO3 SORBENT INJECTION 1,67526; 

10 MILL CREEK 3 COOLING TOWER FILL REPLACEMENT 1.157,OOi 

11 MC ASH POND EXPANSION STUDY 771.62' 

12 MILL. CREEK UNIT 4 INTERMEDIATE SUPERHEATER UPGRADE 765.20' 

13 CR6 AIR HEATER BASKET REPLACEMENT 71 1.33% 

14 TC 1B AIR HEATER BASKET REPLACEMENT 656,711 

15 FUEL SUPPLY MANAGEMENT SYSTEM 632,7& 

16 CR CONTROL ROOM 567,01! 

17 CR6 BURNER AIR TIPS AND SOFA REPLACEMENT 549,871 

1fi MILL CREEK UNIT 2 SH OUTLET DMW'S 523.31; 

19 TRIMDLE COUNTY ASWGYPSUM PONDS 516,70i 

20 REVISED TC FUEL PIPE REPLACEMENT 492,136 

21 CR5 LPIB2 FEEDWATER HEATER REPLACEMENT 468,2$ 

22 MC2 FGD MULTIFUNCTION CONTROLLERS 442,631 

23 MCI FGD MULTIFUNCTION CONTROLLERS 430.93: 

24 MC TURBINE TURNING GEAR DIESEL GENERATOR 430,861 

25 MC2 SEAL TROUGH REAR WATERWALL TUBING 425,711 

26 CR6 SDRS BOOSTER FAN ROTOR REPLACEMENT 355,221 

27 MILL CREEK LIMESTONE MILL GEAR REDUCER - SPARE 290,921 

28 CRfi RADIANT REHEAT PARTIAL REPLACEMENT 287,011 

29 MILL CREEK UNIT 1 REHEATER REPLACEMENT 274,361 

30 TC UPGRADE LDU ELECTRICAL SYSTEM 273,22! 

31 MC 3A COAL MILL GEARBOX 260.72: 

32 CR LANDFILL VERTICAL 256,341 

33 CR MISCELLANEOUS PROJECT 456.691 

34 TC 460V SWITCHGEAR UPGRADE RP & CH 224.82 

35 TC1 FGD SYSTEM CAPITAL 221.64; 

36 MILL CREEK ZA HEATER BASKETS 220.77' 

37 MC 4C COAL. MILL GEARBOX 219.631 

I_ 

-38-MC 1B TRAVELING WATER SCREEN 2oo.w 
39 MC ASH SYSTEM OUTSIDE PIPING 199.121 

40 TCI SCR BYPASS EROSION CONTROLS 191.00 

47 MC FGD QUENCH DIESEL GENERATOR 188.361 

42 MILL CREEK ASH POND PIPING 184,23, 

43 TOTAL 253,332,70: 

I_ 

FERC FORM NO. 1 (ED. 12.87) Page 216 



Name of Respondent 
Louisville Gas and Eleclric Company 

. ___ 
1 Reoort oelow descriolions and balances at end 01 vear of Drolccls In orocess of conslruclm 1107) 

This Re ort IS: Date of Report YearlPeriod of Report 

(2) n A  Resubmission 1 1  
(1) d~ Original (Mo. Da. Yr) End of 20071Q4 

. I  

12 Show Items relatbng'to "research, development and demonsiration" projects last, under a caplion Research. Developmenl. and Demonstratinq (see I 
Account 107 oflhe Uniform System of Accounls) 
3. Minor projects (5% of the Balance End OF IhS Year for Account 107 or S100.000, whichever is less) may be grouped 

Line Description of Project Construction work in progress I 
NO Electric (Account 107) 

(b) 
__I 

(8) 
1 TCI LOWER SLOPE TUBE REPLACEMENT 179,026 

2 TC PLANT ENGINEERING 176,515 

3 CR 5-1 BOILER FEED PUMP MOTOR 178,475 

4 MC4 INSTRLJMENT AIR COMPRESSOR 171,430 

5 MiLL CREEK tJNlT 1 WATERWALL WELD OVERLAY 167,984 
162.653 6 MC COAL SCALE CERTlFlCATiON SLAB 

7 MC2 RECYCLE PUMP UPGRADE 156,130 

8 CR6 LOWER WATER WALL SLOPE REPLACEMENT 153,256 
152.995 9 CR ASBESTOS ABATEMENT 
150,259 l o  CR SPCC COMPLIANCE 

11 CANE RUN ABATEMENT 147,639 

12 MC1 PLENUM OPACITY MONITORS 147,381 

13 TC SPCC COMPLIANCE CAPITAL 143,564 

14 TC MiSC PLANT ENGINEERING CAPITAL 142,055 

15 CR HVAC FOR ANNEX BLDG 141.958 

16 MC COAL BARGE UNLOADER BUCKET 135.800 

17 MC COAL HANDLING RAILROADTRACK 135,156 

18 MC2 STATOR LEAK MONITORING SYSTEM 100,413 

19 MC LIMESTONE ENGINEERING STUDY 103,472 

20 TC1 ASH PIT SEAL TROUGH SKIRTING REPL 102,658 

21 STEAM PRODUCTION MINOR 2,151.705 

_I - 

.- 
-- 

___I_ 

- 

22 

23 

24 

25 

HYDRAULIC POWER 

OHIO FALLS REDEVELOPMENT 11.594.155 

HYDRAULIC POWER MINOR 29.117 

26 

27 

28 

29 

30 

31 

OTHER PRODUCTION 

BR CT6 AJB CONVERSION 

CR CT 11 CONTROLS UPGRADE 

TC CT9 UNIT COMPRESSOR BLADE REPLACEMENT 

3.754.277 

512,097 

118,018 

-. 

OTHER PRODUCTION MINOR 86.647 

32 

33 

34 

35 

36 

37 

38 

39 

I 40 

I 431 TOTAL I 253.332.707 I 

TRANSMISSION 

DEVELOPMENT FOR TRIMBLE COUNTY UNIT 2 10,205,529 

SIMPSONVILLE CONTROL CENTER 2,441,738 

LT9 TRANSMISSION 1.814.221 

MISC SUBSTATION PROJECTS 604.946 

FORD - MIDDLETOWN 6QKV DC 358.443 

MUSEUM PLAZA U/G RELOCATION (CIRCUITS 3861.3809 & 6617) 336,131 

302.989 I , SUBSTATION PROTECTION MODlFlCATiONS 

FERC FORM NO 1 (ED 12-87) Page 216 1 
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42 

~ 

LT8 253,700 
LINE PARAMETER UPGRADES 155,071 



Name of Respondent 
Louisville Gas and Electric Company 

This Re ort Is: Date of Reporl YearlPeriod of Report 

(2) n A  Resubrnlssion / I  
(1) d A n  Original (Mo. Da, Yr) End of 2007/Q4 
. .  

C O N S T R U C T i O N R K  IN PROGRESS - ~ ELECTRIC (Account 107) 
1 Report below descriptions and balances at end o i  year of projects in process of wnstiuction (107) 
2 Show items relating lo"research, developmenl. and demonslralion" projecls last, under a caption Research. Development. and Demonstrating (see 
Account 107 of the Uniform System of Accounts) 
3 Minor projecls (5% of the Balance End of the Year for Account 107 or $100,000. whichever is less) may be grouped 

I I 

- 
Line Description of Project Conslructlon work In progress I 
NO ElecLTic (Accounl 107) 

(a) (b) 
I 

1 6623 RIVER PARK RELO 152,270 

2 BRECKENRIDGE 138-69 KV (BR6) TRANSFORMER REPLACEMENT 143.805 

3 PADDY'S RUN 33116 BREAKER REPLACE 124,415 

4 LGERTUPURCHASE 121.881 

5 8688P22005 112,743 

6 TRANSMISSION MINOR 665,635 

7 

8 DISTRIBUTION 

9 NEW BUS SUB UG 341 6,763,161 

10 POLE REP REPL 340 4,823,163 

4,626.50E 11 

12 DISTRIBUTION LINE TRANSFORMER 4.21524: 

13 TROUBLE OVERHEAD 340 4,080,67C 

14 NEW ELECT SERV UG 4.020.492 

15 REP DEF EQ OH 340 3,882,382 

16 STREET LIGHTING 347 3.099,30[ 

17 NEW BUS COMM OH 340 2,918,591 

18 TRANSFORMER REWiND (SMYRNA TRI) 2.768,24C 

19 NEW BUS RES OH 340 2.570.82[. 

20 REP THR PARTY DAM 340 2,356,151 

21 REPL DEFECTIVE CABLE 340 2,318.785 

22 BLANKET CABLE FOR JOINT TRENCH 2.287,58: 

23 REP DEF EQ UG 340 2.256.34f 

24 CUST REQ 340 2.110,Oli 

2.016.64f 25 UPS GRADE LANE 

26 BLUEGRASS CAPACITY ADDITION 1,801.13i 

27 FAIRMOUNT TR2 UPGRADE TO 44 8 MVA 1,781.61i 

28 TROUBLE UNDERGROUND 340 1.683.63: 
29 NEW BUS SUB OH 340 1.604.79r 

30 NETWORK VAULTS 1.443.101 

31 NEW BUS RES UG 341 1.405.47( 

32 REPAIR STREET LlGHTiNG 332 1.344.03; 

33 PUB WORKS RELOC OH 1.244.43; 

_I 

_I 

NEW BUS COMM UG 340 

- 

- 

34 REPAIR DEFECTIVE STREET LiGKTlNG 1,221,00( 

1,213,13: 35 STREET LIGHT UG 332 

1.177.431 36 LGE SUBSTATION SPILL PREVENTION 

37 DlST O/H RELIABILITY 340 1.1O4.15: 

38 NEW ELECTRIC SERVICES 1.097,81( 

I 

I I 

39 STREET LIGHTING 332 997.74( 

40 UPS/GW.DE LANE 12 KV CIRCUIT WORK 891,29[ 
_I_ 

41 NETWORKVAULTS 343 863.08; 
42 LGE ELECTRIC METER PURCHASE & INSTALLS 836,801. 

FERC FORM NO. 1 (ED.. 12-87) Page 216.2 

43 TOTAL 253.332.70; 
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This Re ort Is: 
(1) d A n  Original 

Name of Respondent 
Louisville Gas and Electric Company (2) n A  Resubmission 

I u I 
CONSTRUCTION WORK IN PROGRESS - -  ELECTRIC (Account 107) 

1. Report below descriptions and balances at end of year of projecls In process of construction (107) 
2 Show llems relallng to “research, development, and demonslralion” projects last. under a caption Research, Development, and Demonstrating (see 
Acwunt 107 of b e  Uniform System of Acwunls) 
3 Minor projecls (5% of lhe Balance End of Ihe Year for Acwunl 107 or $100,000, whichever is less) may be grouped 

Date of Report YeadPeriod of Report 
(Mo, Da. Yr) End of 2007/Q4 

I 1  

tine Description of Project 
No 

(a) 
1 DlST U/G RELIABILITY 340 

2 REPL DEFECTIVE EQLJIPMENT OH 345 

3 BLUEGRASS CIRCUIT WORK 

4 STREET LIGHTS OVERHEAD 333 

5 TOOLS AND EQ 340 

6 LGBE WORST CIRCUITS CIRCUIT HARDENING 

7 PURCHASE PROPERTY FOR CONESTOGA SUBSTATION 

8 SYS ENH EXIST CUST 340 

Construction work In progress - 
Eieclric (Account 107) 

(b) 
628,332 

614,685 

585.080 
557,321 

518,729 

497.818 

457,302 

429,974 

9 

10 

1 1 

CAPIREGIRECL 340 402.916 

DlST CAPACITORS LGE 375,780 

REP DEF ST LIGHTS 340 319.756 

FERC FORM NO 1 (ED 12-87) Page 2163 

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 

317.283 NEW BLJS RES UG 

JT1128 RECONDUCTOR 306 754 

GALT HOUSE PROPERTY PURCHASE 301,649 

ELECTRIC-WESTPORT RD ON HUBBARDS LANE TO AMBRiDGE CIR 294,393 

LGE DIST PF CORRECTION 257 567 

TRANSFORMER 340 255.288 

REPLACWINSTALL CROSS ARMS 8 INSULATORS 253.421 

PURCHASE AND INSTALLATION OF ELECTRIC METERS 236,652 
MOBILE COMPUTING INFRASTRUCTURE 230 073 

NEW BUS COMM UG 344” 221.449 
PURCHASE NEW BECKWITH TAP CHANGER CONTROLLER FOR STEWART 220.744 
TRANSFORMER INSTALL - JOINT TRENCH 21 9.291 

PC INFRASTRUCTURE - LGE 210,739 

REHL ROAD PUMP STATION 2 0 2.5 7 1 

STORMS 201,045 

170,418 SYNERGEE ELECTRIC RELIABILITY 

PUBLIC RELATIONS U/G 152.093 
PUB WORKS RELOC OH 330 150,383 
MOBILE COMPUTING FOR INSPECTIONS 140 758 
LGE DOlT MOB COMP FOR GIS 136,127 

FAIRMONT CIRCUIT WORK 127,652 
SMALLWORLD CST 4 1 UPGRADE 115.388 

114,522 CANE RUN GEN BREAKERS 

__ - 

I 

- 
LGE SONET COMMUNICATION 112,009 .-- 
IMPLEMENT GIS REDLINING 105,510 

DISTRIBUTION MINOR 1.534.683 

.- -. -- - 
.. 

40 

41 
42 

43 

__I 

TOTAL 253.332.707 



- 
This Re orl Is: 
(1) $h Originat 

Name of Respondenl 
Louisville Gas and Electric Company (2) R A  Resubmission 

Secllon A Balances and Changes Durtng Year 
tt ric Plant In 

ervice Elecnc r,i Fu?$eb!B'd n e 1 Le%e~to%h&s ec c an 
IC) (dl (el 

Line item 
No (31 

Dam olReport YeariPerlod of Report 

04109/2008 
(Mo. Da, Yr) End of 2007104 

redation Prwlsions for Year, Charged 

) Depreciation Expense for Asset 

13 

14 

15 

Cost of Removal -2.327.135 -2,327,135 

Salvage (Credil) 553.368 553 368 

TOTAL Net Chrgs for Plant Re1 (Enler Total 8.623.155 8.623 155 
- 

16 

,7 

181 Bank Cost or Assel RaUremGnt Costs Rotired 1 
191 Balance End 01 Year (Enter Totals of tines 1 I 

I 
1 573 660.1WI 1 573,660,109) 

. 
of lines 12 thru 14) 

Other Debit or Cr Item6 (Describe. details in -2.853.456 -2,.853,456 
footnote): 

io. 15. 16, and 18) 

Secllon 8. Balances at End of Year According l o  Funclional Clossificalion 

20 Steam Production 992.573.547 592,573,547 

21 Nuclear Produclion 

.- 22 Hydraulic ProductionCQnventionaI 7.384.076 7.384.076 

23 Hydraulic Produclion-Pumped Storage 

24 Other Produclion 45883,965 46.683.965 

25 Transmasion 135.8a5.066 135.8a5.0~6 

26 Disliibulion 378,638,766 378,538,766 

27 Regional Transmission and Market Operation 

28 General 

29 TOTAL (Enter Total of lines 20 vlru 28) 

12,574,689 12574,689 

1,573.660,iO~ 1,573,660,109 
_I --._1_.11 \ 

I .I I 

FERC FORM NO 1 (REV 12-05) Page 219 



Name of Respondenl 

Louisville Gas and Electric Company 

. . . .  - .~ ~ 

'Sche.dule Page: 219. ~ Line No.: 8 Column: c ~.~~ . - . 
Depreciation reserve for assets soldlretired not fully 'accrued $ 233;i22 
Accrual for Cost of Removal and ARO Parent assets (F'ERC 254 and 403) (25,441) 

This Report is: Dale of Report YearlPeriod of Report 
( I )  I( An Original 
(2) -A Resubmission I /  zou7ia4 

(Mo. Da. Yr) 

........... 
Total $ 207.681 

. .  ........ .._-.__-.-.___, .......... ~. 
........... ... ....... schedule Page: 219 Line NO.: 16 Column: c ... 

Customer pa.ynents related to construction projects'~ 
Net effect of transfers between functional groups (4,959,069) 

Total $ (2,853,456) 

$ 2,105,613 

............ 

[FERC FORM NO. 1 (ED. 12-87) Page45U.1 1 



This Re or1 is: 
(1) &An Original 

Dale of Report 
(Mo. Da. Yr) 

Name of Respondent 
Louisville Gas and Electric Company (2) n A Resubmisslon I 1  - c I 

MATERiALS AND SUPPLIES 

1 For Acmunt154. report the amount of plan1 malerials and operaling supplies under the primary functional classifications as indicaled in column (a); 
esUmates of amounts by funclion are acceptable In column (d). designale lhe department or deparlmenls which use the class of material,. 
2 Give an expianalion of imporlant inventory adjushenls during lhe year (in a footnote) showing general classes of material and suppiies 2nd (he 
various accounls (operating expenses, clearing accounts. plant. elc ) affected debiled or credited,. Show separaleiy debit or credits to stores expense 
clearino. If aoolicable,. 

YearlPeriod of Report 

End of 20071614 

Une 
NO. 

1 
I I 

2 I Fuel Stock menses  Undlshbuled (Account 152) I I 

Balance I 8;;; ~ (d) Account Department or 

Use Material 
Beginning of Year End of Year Departments which 

(a) (b) 
Fuel Slack lAccOunt1511 37.861.747 45.925.807 Electric 

3 Resid~als ano Exlraclcd Producls (Account 153) 

iction Plant (Eslimated) 22.036.377 I 23,351,586 I Electric 

imlssion Piant (Eslimated) 877,998 793,177 Electdc 
~ * ; & ? ~ q ~ - ~ - ~ > . ~ : ~  

9 Distribution Plant (Estimated) ~ ~ ~ ~ ~ ~ ~ ~ , ~ . ~ ? ~ ~ ~ ~ ~ ~ ~ ~ ~  

10 1 Regional Transmission and Market Operalion Piant I I 

4 

-. _- -. 
25.262.980 26,407,267 

I_.- 
Plant Mateials and Operaling Suppitcs (Accounl 154) - 

5 
~ 

Assigned to I Conshction (Eslimated) 

I I I I - 
18 

13 
14 
15 

Merchandise (Account 155) 

Olher Materials and Supplies (Account 156) 
Nuclear Materials Held for Sale (Account 157) (Not 

- I I I 

16 

17 

FERC FORM NO.. 1 (REV. 12-05) 

appiic to Gas Util) 

Stores Expense Undistributed (Account 163) 4,433,231 4,584,570 Various 

Page 227 

20 TOTAL Materials and Supplies (Per Balance Sheel) 67,557,958 76,917,644 



Name of Respondent 

Louisville Gas and El~ctric Company 

[Schedule Page: 227 Line N Q  Column: b 1 
B a l a n c e  B e g .  

of year 
Electric 2,3(33,838 
G a s  4 4 , 7 6 7  
T o t a l  D i s t r i b u t i o n  2 , 3 G E ,  605 

bchedule  Page: 227 Line No.: 9 Column: c 1 
Balance End 

of year 
Elec t r ic  2 ,217 ,737  
G a s  4 4 , 7 6 7  
Tota l  D i s t r i b u t i o n  2,262,504 

This Report is: Date of Report YearlPeriod of Report 
(1) y An Original (Mo. Da. Yr) 
(2) - A  Resubmission / I  2007lQ4 

IFERC FORM NO. I (ED. 12-87) Page450.1 1 



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 General 
Instmclion No,. 21 in the Uniform System of Accounts 
4. Report the allowances transactions by the period they are first eligible for use: the current year's allowances in columns (b)-(c), 
allowances for the three succeedlng years in columns (d)-(i), starting with the following year, arid allowances for the remaining 
succeeding years in columns W k )  
5.. Report on line 4 the Environmental Protection Agency (EPA) issued allowances. Report withheld portions Lines 36-40 

I- 

! 

FERC FORM NO.. * (ED. 1245) Page 228 



- 
Name oi  Respondent This Report Is: Date of Report YeadPenod of Report 

~ n d  01 2007/Q4 Louisville Gas and Eleclric Company ( I )  a A n  Original (Mu, Da, Yr) 
(2) C ] A  Resubmission I /  

Allowances (Accounts 158.,1 and 158,Z) (Continued) 

6. Report on Lines 5 allowances returned by the EPA. Report on Line 39 the EPA's sales of the withheld allowances. Report on Lines 
43-46 the net sales proceeds and gains/losses resulting from the EPA's sale or auclion of the withheld allowances. 
7. Report on Lines 8-14 the names of vendorsltransferors of allowances acquire and identify associated companies (See "associated 
company" under "Definitions" in the llniform System of Accounts). 
8 ,  Report on Lines 22 - 27 the name of purchasers1 transferees of allowances disposed of an identify associated companies 
9., Report the net costs and benefits of hedging transactions on a separate line under purchasesltransfers and sales/transfers 
IO. Report on Lines 32-35 and 4 3 4 6  the net sales proceeds and gains or losses from allowance sales 

3i 
3t 

902.50 902.50 47 767 6n " I  

__. 
3.604.W 3,604.00 

901.00 1.803.50 3< 

FERC FORM NO 1 (ED 12-95) Page 229 





Name of Respondent 
Louisville Gas and Electric Company 

t U . .  i i 
OTHER REGULATORY ASSETS (Accounl182.3) 

1 Report below the particulars (details) called for concerning other regulatory assets, including rate order docket number, if applicable. I 2 Minor items (5% of the Balance in Account 182.3 at end of period, or amounts less than $50.000 which ever is less). may be srouoed 

This Re orl Is: Dale of Report YearlPeriod of Report 

(2) I 1 A  Resubmission / I  
(1) dh Original (Mo. Da. Yr) End of 2007lQ4 

by classes. I 3. For Regulatory Assets being amortized. show period of amortization 

Balance alendof Line Description and Purpose of Balance at Debils CREDITS 
NO Other Regulalory Assels Beginning 01 W n m  011 uunng W n m  011 Uunng c ~ ~ ~ ~ Q ~ ~ ~ ~ ~ N ~ ~ ~  

Currenl lhe QuailerNear lhe Petiod 
QuaiterNear AcmunlCharged Amounl 

(a) (b) (C) (d) (e) (0 
1 SFAS 158 - Pemion and Poslrelirement 125,288,471 33,347,398 228.3 49.552.246 109.983.623 
2 MISOExilFee 13,139,015 - 13.139.016 
3 A s e i  ReBrernenl Obligation - Elecnc 17.446.057 1,531,884 407.41411 118.487 18,959,464 
4 AssetReliremenlOb~gelion-Gas - ~ , n i , g i 7  428.824 407.41411 2939 5,197,802 
5 Arsal ReUrement Obligation - CoN!mn 21.662 1.452 23.134 
6 Mill Creek Ash Pond Remvard lhmugh ECR 1.952.560 2,838,461) 501 1.072.010 3,719,010 
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 

-- 

-~ - 

__I 

- 

. - .  
I 



Name of Respondenl 
Louisville Gas and Eleclric Company 

MISCELLANEOUS DEFFERED DEBITS (Account 186) 
I I ------i 

1.. Report below the particulars (details) called for concerning miscellaneous deferred debits. 
2,. For any deferred debit being amortized, show period of amortization in column (a) 
3. Minor item (1% of the Balance at  End of Year for Account 186 or amounts less than $50,000, whichever is less) may be grouped by 
classes. 

This Re ort Is: Dale of Reporl YeadPeriod of Report 
(1) d A n  Original 
(2) n A  Resubmission / I  

End of 2007/Q4 (Ma. Da, Yr) 

Line Description of Miscellaneous 
No,, Deferred Debils 

Balance at Debits CREDITS Balance a l  
End of Year Amount Beginning of Year Acwunt 

Chntnorl 

30 1 I I I I I 
31 I 
11 I I I I I I 

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 
70 

I I I I I 
I i I I 

I 
35 I 
1CI 

-.._.~"- 
(a) (b) (C) (d ) (e) (0 

Manufactured Gas Plank 
(Jan-02 lo SepO8) 142,285 930.2 81,306 60,979 

Gas Supply Adjustment - 
Underbiiled and Collectible 
from Customers 14,073,275 16,665,100 8031253 14.793.141 15,945,234 

GasPBR 6.489.085 2,537,347 803/253 4.765.056 4,261.376 

Financing Expenses 176,904 2,764,855 181 2,941,759 

Regulatory Expenses 
I 

Electric 143.438 928 143,438 
Gas 78.843 928 78.843 

Merger Surcredil Selllement 
~ __. 

(Jul-98 lo Jun-08) 2,073,219 338.000 $:4OZl89%% 1.638.146 773.073 

Cellular Anlenna Billable Chgs 34,437 34.437 

Fuel Adjustment Clause 3.867,OOO 14.987.000 440-445 9.380.000 9.474.000 

Environmenlal Cost Recovery 9,302,517 24,371.980 4401145 30,095,495 3,579,002 

Cuslomer Credil AIR 1,093,259 142 900,404 192.855 

37 I I I I I I 
38 1 
10 I I i I I I 

__ 

~- 

I 
I 

11 

I 441 ! I I I I 
45) I I I I I 
461 

FERC FORM NO.. 'I (ED. 12-94] Pane 233 



- 
Name of Respondent This Report is: 

( 1 )  X An Original 
Louisville Gas and Eleclrlc Company (2) - A  Resubmission 

[Schedule Page: 233 Line No.: 17 Column: d J 
The range of credit accounts is 440-445 and 480.489. 

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

/ I  2007IQ4 

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





This Re orl Is: Date of Report YearlPeriod of Repori 
(Mo. Da. Yr) End of 20071Q4 >uisYille Gas and Eleclrk Company 1 (I) (2) I 1 A  &An Resubmission O r i g l n i r  / I  

m e  of Respondent 

u 1 
ACCUMULATED DEFERRED INCOME TAXES (Accnunll90) 

Report the information called for below concernlng the respondent's accounting for deferred income taxes. 
At Other (Specify), Include deferrals relating to other income and deductions. 

le Descnptlon and Location Balance of Begining Balance at End 
of Year of Year 

8.447,772 

Notes 

Iorkers' Compensation 
'acation Pay 
iemand S ide  Management 
'ontingent Liab 
itate Tax Adj 
:apitalized Gas Inventory 
:CR Ash Hauling 
lther 

Electr ic  Amounts Gas Amounts 
Beg s a l  
1,200,781 
1,060,324 
122,337 
509,766 

0 
0 

900,316 

1'7,770) 

End Bal 
1,043,750 
1,109,984 
172.575 
386,539 

(2,333,352) 
0 

11,445,695) 
(319,4 73) 

Beg Ea1 
362.248 
358,740 

1,055,666 
0 

1,672,846 
1,147,096 

0 
411,571 

End Ea1 

368.379 
1.471 ~ 896 

0 
897.650 

1.417.212 
0 

319,378 

185.604 

lalance of EegiMing of Year 
mss Debits to: 
icct 410 1 
\cct 410 2 
l t h c r  Balance Sheet Accounts 
a u s  Credits to: 
icct 411 1 
4cct 411 2 

3alance at  End of Year 

(1,386,6721 Line 15 5.008.16'7 4,666,119 

56.085.150 

3,196,262 
986.199 
593,013 

942.478 
9,972 

52,162,134 

FERC FORM NO 1 (ED. 12-88) Page 234 



Name of Respondent 
Louisville Gas and Electric Company 

This Re ort is: Dale of Report YearlPeriod of Repart 

(2) r"IA Resubmission / /  
(1) p j A n  Original (Mo. Da. Yr) End of 2007/(34 

~~ 

I 6 ._ 
CAPITAL STOCIS (Account 201 and 204) 

1,. Report below the particulars (details) called for concerning common and preferred stock at end of year, distinguishing separate 
series of any general class,. Show separate totals for common and preferred stock. if information to meet the stock exchange reportin5 
requirement outlined in column (a) is available from the SEC 10-K Reporl Form filing, a specific reference to report form (i.e., year and 
company title) may be reported in column (a) provided Ihe fiscal years for both the IO-K report and this report are compatible. 
2. Entries in column (b) should represent the number of shares authorized by the articles of incorporation as amended to end of year,. 

Une Class and Series of Stock and Number or shares Par or Staled Call Price at 
No. Name of Slock Series Authorized by Charter Value per share End of Year 

(a) (b) (C) ( 4  
1 Common Stock 
2 Without Par Value 75,000,000 
3 Total Common 75.000.000 
4 
5 Preferred Stock, Cumulative 
6 525 Par Value 1,720,000 25.00 
7 5% 
8 Without ParValue 6,750,000 100.00 

-~ 

9 AucUon Rate 

11 
12 
13 
14 
15 
16 
17 
411 

~ 

Note: 
There is no Call Price for Common Stock, 
Without ParValue 

i I I I -I 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 
32 
33 
34 
35 

36 
37 
38 
39 
40 
41 
42 

FERC FORM NO. 1 (ED. 12-91) Page 250 

me Cammon Stock of Louisville Gas and Electric 
Company Is owned by its parent company, 
E.ON US. LLC 

I 

- -" 



Name of Respondent This Report is: Date of Repoii Yearperiod of Repoit 
End of 2007/Q4 Louisville Gas and Electric Company 

(1) B A n  Original (Mo, Da, Yr) 
(2) O A  Resubmlssion / I  

CAPiTAL STOCKS (Account 201 and 204) (Continued) 

3. Give particulars (details) concerning shares of any class and series of stock authorized to be issued by a regulatory commission 
which have not yet been issued. 
4. The idenlification of each class of prefemed stock should show the dividend rate and whether the dividends are cumulative or 
non-cumulative. 
5. Slate in a footnote if any capital dock which has been nominally issued is nominally outstanding at end of year 
Give particulars (details) in column (a) of any nominally issued capital stock, reacquired stock, or stock in sinking and other funds which 
is pledged, stating name of pledgee and purposes of pledge. 

OUTSTANDING PER BAWNCE SHE,= HELD BY RESPONDENT Line 
AS REACQUIRED STOCK (Account217) IN SINKING AND OTHER FUNDS No, 

(Total amount outstanding without reduction 
for amounts held by respondent) 

Amount Shares Amount sw 78' Sh8Y U) (0 (e) 
1 

21294,223 425,170,424 2 
21,294,223 425. 1 70,424 3 

4 

5 
E 
7 
e 
E 

1c 

11 

li 

I? 
14 
1: 
I€  
17 

1E 

15 
2c 

21 

z 
2: 

24 

21 
2E 

27 
2E 

2s 

3c 
31 

3: 
3: 
34 

31 

3f 
3i 

3c 
3: 

4[ 

41 

4: 

.. 

- 
~ ~ _ _ _ _ _ _ _ _ _ - _  

- 
- 

__ 

___ -. 

I 

FERC FORM NO. 1 (ED., 12-88) Page 251 



Name of Respondent 
Louisville Gas and Eieclrlc Company 

This Re or! is: Dale of Report Year/Period of Report 
( I )  d A n  Original 
(2) I 1 A  Resubmlsslon / /  

End of 2007/@i (Mo. Da, Yr) 

I f ~ ~ ~ ~ ~ a U o n s  Received from Slockholders (Account 208bStale amount and give brief explanation of the origin and numose of each donation 

i i 
OTHER PAID-IN CAPiTAL (Accounts 208-211, inc.) - -  

Report below the balance at the end of ihe Year and the information speciffed beiow for the respeclive other paid-in capilal accounls Provide a 
subheading for each a m u n t  and show a lotat for the accaunt. as well as total of all accounts for reconciliation with balance sheet, Page 112 Add more 
columns for any account If deemed necessary Explain changes made in any account during the year and give !he accounting enlries effecting such 

ibj Reduction in Par or Stated value of Capilal Stock (Account 209): State amount and g.ive brief evpianalioi of Lhe'capiiai change which gave rise to 
amounts reported under this caption including identiiicalion with !he class and series of stock lo which related,. 
(c) Gain an Resale or Cancellalion of Reacquired Capital Stock (Accounl210): Report balance at beginning of year, credits, debits. and balance at end 
of year with a designation of !he nature of each credit and debit idenUfied by the class and series of stock lo which related,. 
(d) Miscellaneous Paid-In Capital (Account 2ll)-Classify amounts included in this account according lo caplions which, together with brief explanations, 
disclose !he general nature of !he Iransactions which gave rise to the reported amounts. 

6 
7 

8 
P 

Account211: 
Contributed Capital - Misc:. Balance January 1.2007 40,000.00 
Contributed Capital December 21.2007 20,000.00 
__I 

10 
11 

12 
13 

14 
15 

16 
17 
18 

19 
20 
21 

22 
23 
24 

25 

26 
77 

1 

_I 

- 

- 

33 

34 
35 

36 

_. 
28 

29 
30 

31 

32 

__ 

37 
38 
39 

40 

FERC FORM ND. 1 (ED. 12-87) Page 253 

- 
TOTAL 60.000.0C 



Name of Respondent 

LOUISVIIIQ Gas and El~drir: Company 

m u l e  Page: 253 Line No.: 3 Column: a 
Preferred Stock of the Company was redeemed A p r i l  1 6 ,  2007. 

This Report is: Date of Report YearlPeriod of Report 
(1) X An Original (MD, Da, Yr) 
(2) - A  Resubmission 1 1  2007lQ4 

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



Name oiReSpOndent 
Louisville Gas and Electric Company . .  I I 

CAPITAL STOCK EXPENSE (Account 214) 

-i Report the balance at  end of h e  year of discount or1 capital stock for each class and series of capital stock 
2 If any change occurred during the year in the balance in respect to any class or series of stack, attach a statement givlng particulars 
(details) of the change State the reason for any charge-off of capital stock expense and specify the account charged 

I 

Line I Ciass and Series 01 Stock I Balance at End of Year 

This Report Is: Date of Report YearlPeriod of Report 

121 n A  Resubmission I 1  
(1) m A n  Original (Mo. Da. Yr) End of 2007lQ4 

2 
3 
4 
5 
6 
7 

8 
9 
10 
11 

12 
13 

14 
15 

.- 
I 

I I 

19 18 1 I I -I 
20 
21 

I .- 
22 TOTAL 835,889 

FERC FORM NO. 1 (ED,. 12-87) Page 254b 



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

Louisville Gas and Electric Company (2) - A  Resubmission 

___-. ___.._ . 
kchedule -- Page: 254 L i n e m  Column: a -7 
The ComonnY redeemed ics preferred scock on April 16, 2007 Ar, a r e o u l c ,  the seock 

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

/ I  20071Q4 

expense-rreiating to the A&tion Rate preferred stock was charged off. 
to is 439001, Adjustments to Retained Earnings. 

The account charged 

\Schedule Page: 254 Line No.: I Column: a 
Footnote Linked. See note on 254, Row: 1, col/item: 

I 

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



Name of Respondent 
Louisville Gas and Electric Company 

This Re art Is: 

12) r-IA Resubmisslan 
I (1) dAnOriginal 

~~~ ~ . .  I 1 _- 
LONG-TERM DEET (Account 221.222.223 and 224) 

1.. Report by balance sheet account the particulars (details) concerning long-term debt included 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) Ihe name of the issuing company as weli as a description of the bonds 
4. For advances from Associated Companies, report separately advances on notes and advances on open accounts. Designate 
demand notes as such,. Include in columri (a) names of associated companies from which advances were received. 
5. For receiver;, certificates, show in column (a) the name of the court -and date of court order under which such cerlificates were 
issued. 
6.. In column (b) show the principal amount of bonds or other long-term debt originally issued. 
7. In column (c) show the expense, premium or discount with respect to the amount of bonds or ofher long-term debt originally issued. 
8.. For column (c) tho total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount. 
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 dale of the Commission's authorization of treatment other than as 
specified by the Uniform System of Accounts. 

Dale of Report 
(Mo. Da, Yr) 

YearlPeriod of Report 
End of 2007/Q4 

I /  

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 

I-____- 

Series U. due 08/15/2013. Variable (refinanced 04/26/2007) (4) 35,200,000 234.448 
Jefferson County 2000 Series A, due 05/01/2027, Variable 25,000,000 645,041 
Trimble County 2000 Series A, due 08/01/2030. Variable 83,335,000 1,145,612 
Jefferson County 2001 Series A. due 09/01/2027, Variable 10.1 04.000 515,808 
Jefferson County 2001 Series A, due 09/01/2026, Variable 22,500,000 241,747 

262,949 Trimbie County 2001 Series A, due 09/01/2026, Variable 
Jefferson County 2001 Series E. due 11/01/2027. Variable 35,000.000 280.338 
Trimble County 2001 Series E. due 11/01/2027, Variable 35,000,000 280,377 
Trimble County 2002 Series A, due 10101/2032. Variable 41,665,000 1,102.896 
Louisville Metm 2003 Series A, due 10/01/2033. Variable 128,000,000 3,492,464 
Louisviile MeV0 2005 Series A, due 02/01/2035. Variable 40,000,000 1,088,142 
Louisville Melro 2007 Series A, due 06/01/2033. Variable (4) 31.000.000 647,968 
Trimble County 2007 Series A, due 06/01/2033. Variable (4) 60.000.000 1,239.280 
Louisville Metro 2007 Series E. due 06/01/2033, Variable (4) 35,200.000 609,534 
Interest Rale Swaps (3) 

27,500,000 

TOTAL ACCOUNT 221 700,504,000 12,517,826 
ACCOUNT 224: 
$5.875 Mandalory Redeemable Preferred Slock (4) 25,000,000 312.827 
TOTAL ACCOUNT 224 25,000,000 312.827 
ACCOUNT 223: 

I 

Noles Payable lo Fideiia 4.55%. due 04/30/2013 - unsecured 
Notes Payable lo Fidelia 5.31%. due 06/15/2013  unsecured 

100,000,000 
100,000,000 

Notes Payable lo Fideila 4.33%. due 01/16/2012 ~ unsecured 25,000,000 
Notes Payable lo Fideiia 5.98%. due 04/13/2037 -unsecured (5) 70,000.000 
Notes Payable lo Fidelia 5.93%. due 04/13/2031 -unsecured (5) 68.000.000 
Noles Payable lo Fidelia 5.72%. due 11/26/2022 -unsecured (5) 47,000,000 

TOTAL ACCOUNT 223 410.000,OOO 

-- 

33 TOTAL 1.135.504.000~ 12,830.65: 



Name of Respondenl 
Louisville Gas and Eleclric Company 

This Re orl Is: Dale of Reporl Year/Period of Report 
End of 2007/Q4 (1) d A n  Original (Mo. Da, Yr) 

(2) n A  Resubmission / /  

Nomlnal Date Date of 
of Issue Maturily 

(d) (e) 

I I I ' .~ .. . . ,. .. , ~ .  . . - 
, . .  . I /,:, .. .. . . .  . . . . . , . . .  .. ... .. 345.972; -2 I - b- /04/15/2007 I07/01/2003 )04/1612007 

tine 
lnleresl for Year NO 

(Tolal amo,",%%%ng wilhout 
reduction for amounls held by 

respondent) 

AMORTIZATION PERIOD 

Date From Dale To 

i 

Amount 
.- (0 (9) (h) (I) 

09/17/1992 
09/17/1992 
08/15/1993 
05/19/2000 
08/01/2000 
09/11/2001 
03/06/2002 
03/06/2002 
03/22/2002 
03/22/2002 
1011 5/2OO2 
11/20/2003 
04/13/2005 
04/26/2007 
04/26/2007 
04/26/2007 

~ 40,383,289 

04/26/2007 09/17/1992 04/26/2007 350,482 
04/26/2007 09/17/1992 04/26/2007 670,143 , 

04/26/2007 08/15/1993 04/26/2007 392,885 
05/01/2027 05/19/2000 05/01/2027 25.000.000 937,882 , 

09/01/2027 09/11/2001 09/01/2027 10,104,000 401.811 
822,985 ! 09/01/2026 03/06/2002 09/01/2026 22,500,000 

09/01/2026 03/06/2002 09/01/2026 27,500.000 1.005.871 11 
- 1.284.858 1 11/01/2027 03/22/2002 11/01/2027 35,000,000 

1.282.270 1: 11/01/2027 03/22/2002 11/01/2027 35,000,000 
10/01/2O32 10/15/2002 10/01/2032 41,665.000 1.619.393 1: 

02/01/2035 04/13/2005 02/01/2035 40.000.000 1,458,839 1; 
06/01/2033 04/26/2007 06/01/2033 31.000,OOO 789.313 l i  

1,886,000 1' 06/01/2033 04/26/2007 06/01/2033 60,000,000 
06/01/2033 04/26/2007 06/01/2033 35,200.000 900.504 1, 

1,592,721 1' 

574,304,000 23.543.591 21 

08/01/2030 08/01/2000 08/01/2030 83,335,000 3,377,447 

10/01/2033 11/20/2003 10/01/2033 ,- 128.000.000 4,770,187 1. 

_I 

FERC FORM NO. 1 (ED i2-96) Page 257 

345.972 2 
2 

04/30/2003 04/30/2013 100.000.000 4,550.000 2 
08/15/2003 08/1 5/2013 100,000,000 5,310,000 2 
01/15/2004 01/16/2012 25.000,OOO 1,082.500 2 

2,939,967 2 04/13/2007 04/13/2037 70.000.000 
04/13/2007 04/13/2031 68.000.000 2,883,887 2 
11/26/2007 11/26/2022 47,000,000 261,372 3 

410.000.000 17.093.726 3 
3 

~~ _I 





Name of Respondent 

Louisviile Gas and Eleclric Company 

bchedule Page: 256 Line No.: I Column: a .- 
Notes to FERC Form No.% page 256: 

This Report is: Date of Report YearlPeriod of Report 
(1)XAn Original (Mo, Da, Yr) 
(2) - A  Resubmission I 1  200'7IQ4 

(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) Pollution Control Bonds (Louisville Gas & Electric Projects) issued by Jefferson and 
Trimble Counties, Kentucky are secured by the assignment of loan payments hy the Company 
to the counties pursuant to loan agreements. 

(3) As of December 31, 2007, the Company had in effect five interest-rate swap agreements 
to hedge its exposure to tax exempt rates related to Pollution Control Bonds, Variable 
Rate Series. The Company's positions under the swap agreements are to pay a fixed rate 
and receive a variable rate based on the London Interbank Offer Rate (LIBOR) or the 
Securities Industry and Financial Markets Association's ("SIFMAw) municipal swap index.. 
The specifics for each swap agreement related to notional amounts, maturity dates, payable 
and receivable positions are as follows: 

Notional Amount 
$83,335,000 
$32,000,000 
$32,000,000 
$32,000,000 
$32,000,000 

Maturity 
11/01/2020 
10/01/2032 
10/01/2032 
10/01/2032 
10/01/2032 

Payable 
Fixed 5.495% 
Fixed 3.657% 
Fixed 3 ., 645% 
Fixed 3.695% 
Fixed 3.648% 

68% of 1 mo LIBOR 
6 8 %  Of 1 mo LIBOR 

68% Of 1 mo LIBOR 
68% of 1 mo LIBOR 

(4) In April 2007, Louisvj le Gas & El ric Company (LG&E) ipleted a series of 
financial transactions impacting its secured debt. The $31 II llion Pollution Control 
Series S bond, $35.2 million Pollution Control Series T bond, and the $60 million 
Pollution Control Series U bond were refinanced and replaced with new unsecured tax-exempt 
bonds of the same amount maturing in 2033. 

The outstanding preferred stock was redeemed and LG&E agreed with Fidelia Corporation to 
eliminate the second lien on its two secured Loans. 

All of LG&E's first mortgage bonds were released and terminated in April 2007 Only the 
tax-exempt pollution control revenue bonds issued by the counties remain. Pursuant to the 
terms of the bonds, an underlying lien on substantially all of LG&E's assets was released 
following the completion of these steps. LG&E no longer has any secured debt and is no 
longer subject to periodic reporting under the Securities Exchange Act of 1934. 

(5) During 2007, the Company executed three additional long-term loans with Fidelia 
Cornoration: 

Amount 
S 70,000,000 
$ 68,000,000 
$ 47,000,000 

Interest Rate Date Issued Maturity Date 
5.98% 04/13/2007 04/13/2037 
5.93% 04/13/2007 04/13/2031 
5.72% 11/26/2007 11/26/2022 

[Schedule Page: 256 Line No.: 22 Column: i 
Total Account 221 $23,543,591 
Total Account 224 345,972 

Total AcCOUt 427 $23,889,563 

Total ACCOUnt 223 $17,093.726 
Other Short Term Interest 4.077.473 

Total Account 430 $21,171,199 
[FERC FORM NO. 1 (ED. 12-87) Page 450.1 



This Re ort Is: Date of Report YeadPeriod of Report 
(1) &An Original 
I21 n A  Resubmlssion / I  

End of 2007lQ4 (MO, Da. Yr) 
Name of Respondent 
Louisville Gas and Electric Company 

1 U . .  I I 
RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL INCOME TAXES 

_I 

1. Report lhe reconciliation oi reported net income ior the yearwilh taxable income used in computing Federal income taxaccruals and show 
computation ai such tax accruals. Include in the reconciliation, as far as practicable. the same detail as iurnished on Schedule M-I of the tax return for 
the year. Submit a reconcilialion even lhough there Is no taxable income for lhe year. Indicate clearly the nature of each reconciling amount. 
2, If the utility is a member of a group which files a consolidated Federal tax return. reconcile reported net income with taxable net income as if a 
separate return were to be field. indicating. however. Intercompany amounks to be eliminated in such a consolidated return Slate names of group 
member, tax assigned lo each group member, and basis ai allocation. assignment. or sharing of h e  consolidated tax among the group members,. 
3. A substitute page, deslgned to meet a parUnrlar need of a company, may be used as Long as the data is consistent and meets the requirements of 
the above ins(Nct1ons For electronic repoiiing purposes complete Line 27 and provide the subsUtute Page in the context of a foolnote,. 

Line 1 Particulars (Details) I Amount 

18 
19 Deductions on Return hot Charged Against Book Income 
20 See Footnoles 

- 

7 A  F 

-_. 

'ederal Tax Net Income 147,333.74 

_- ihowComputaLion ofTax: 
29 35% Rounded 51.566.81 

-8,017.15 30 Add Adjustment of Prior Years' Taxes to Actual 
31 Add Investment Tax Credits & Other -9.479.35 
32 Total 34,070.30 

___ -I__-. 

441 
~ 

I 

FERC FORM NO 1 (ED 12-96) Paae 261 



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

Louisville Gas and Electric Company (2) - A  Resubmission 

Fhedule Page: 261 Line No.: 5 Column: b 
Contributions In Aid Of Construction 4,886,000 
Reoulatom ExDenses 2,295,501 

Date of Report YearlPeriod of Report 
(Mo. Da, Yr) 

/ I  2007lQ4 

DeGand Siie Minagement 
Other 

1,233,126 
388,967 

[Schedulepage: 261 Line No.: 10 Column: b 1 
Federal Income Taxes: 

utility Operating Income 
Other Income and Deductions 
Provision for Deferred Income Taxes-Net 

Deferred State Income Taxes 
MIS0 Exit Fees 
Loss on Reacquired Debt-Amortization 
Pensions 
Investment Tax Credit 
Capitalized Interest 
SFAS 106 Postretirement 
Other 

34,624,585 

11,952,252 
1,909,601 
3,341,946 
1,035,406 

(554,282) 

2,169,634 
0,979,626 

Other 1,204,132 

bchedule Page: 261 Line No.: 20 Column: b 
Purchased Gas Adjustment 20,881,254 
cost of Removal 6,690,000 
Tax over Book Depreciation, Net 1,825,000 
State Income Tax Deduction 1,248,427 
IRC 199 Manufacturing Deduction 5,212,654 
Current State Income Taxes 8,203,577 

1,766,450 Environmental Cost Recovery Ash Hauling 
SFAS 143 539,507 
Other 3,271,096 

~FERC FORM NO. I (ED. 12-87) Page 450.1 



Name of Respondent 
Louisville Gas and Eleckic Company 

This Re art Is: Dale of Reporl YearlPeriod of Report 
(1) d A n  Original (Mo. Da. Yr) End of 2007/Q4 
(2) D A  Resubmlssion / I  

FERC FORM NO. 1 /ED. 42-96) Page 262 

5 
6 Kentucky and Other States 
7 Income 7,726,946 7.330.029 15,889,647 
8 Public SeMCe COmmlSSlOn 952,236 1,921,930 1,939.388 
9 6% Use (Kentucky) 10,879 3,781,546 3,265,257 

11 Auto License 66,193 66,193 

12 FIN 48 292.769 
13 
14 Federal 8 Kenlucky 
15 Unemployment Insurance 47.989 97,960 92,400 

16 
17 Local 
18 Occupalional 
19 
20 Kentucky 8 Local 
21 ProperWTaxes 13,925,969 13,701,371 17665,280 
22 

23 
24 
25 
26 
27 

10 5% Use (Indiana) 1 1,284 11,284 

I_ 

____ -~ ~ ~ ~ ~ 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

- 

41 TOTAL 

I 

I 

26,624,485 952.236 66,491,124 90.386205 



Date of Report This Re ort is: 

12) n A  Resubmission I 1  
(1) d A n  Original (Mo, Da. Yr) 

Louisville Gas and Electric Company 
L I  I I . .  

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Mntinued) 
5, If anv tax (exclude Federal and Stale income laxes). wvers more then one year, show the required information separately for each tax year, 

YeadPericd of Report 
End of 2007/Q4 

and prepaid lax accounts in wlumn (0 and explain each adjus!ment in a fool- note Designate debit adjustments 

66.193 1 
292.769 292.769 1 

1 
1 

53.549 139,327 -41,367 1 

by parentheses. 
7, Do not include on this page entries with respect to defeired inwme taxes or taxes collected through payroll deductions or o(heiwise pending 
lransmltlal of such taxes io the taxing authorlly 
8 Report In columns (I) through (I) how the laaxes were distributed. Report in column (I) Only the amounts charged to Acwunts 408 1 and 409.1 
pertalnlng io electric operations. Report In Wlumn (I) (he amounts charged to Accounts 408.1 and 109 1 pertaining to olher utilily deparhnents and 
amounts charged lo  Accounts 408 2 and 409 2 Also shown in column (I) the taxes charged to utility plant or other balance sheet accounts. 
9 For any lax apporhed to more lhan one UUilty department or account, stale in a footnote the basis (necessity) of apportioning such lax 

14.583 I 

BALANCE AT END OF YEAR DISTRIBUTION OF TAXES CHARGED Line 
Other NO Prepaid Taxes Electric Extraordinary Items A ustments lo el (Taxes accrued I (Incl in Acwuni165) (Account408 1,409 1) 1 (Account409 3) ( E a i h S  (AcwunF439)/ 

(h) (1) ti) lk) (1) 
I I I I 

-14.5831 1 

232,5001 I I I - I 
I I !  

9,962,060 

- 

4.746 862 

I I I I I I 1  

2 
9,916,710 3,784,661 2 

2 
2 
24 
25 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

___ 

969.694 55,795,863 695.261 41 





Name of Respondent 

Louisville Gas and Eleclric Company 

EE%le Page: 262 Line No.: I Column: a I 
Page 117 

This Report is: Date of Report Yeadperiod of Report 
(1) 21 An Original (Mo. Da, Yr) 
(2) -A Resubmission / I  2007lQ4 

segregation of Other 
Federal : 
Income 
FICA 
FIN 48 

Kentucky: 
Income 
PSC 
6% Use (Kentuckv) 
5% Use (Indianaj 
Auto License 
FIN 48 

Federal & Kentucky: 
Unemployment Ins 

Local : 
Occupational 

Kentucky & Local: 
Property Taxes 

Page 115 Oth& Inc & 
COl 1 Gas Acct. Deductions Other 
other 408.1-409.1 408.2 - 409.2 Accounts 

(7,045,849) 
414,775 
232,500 

(1,481,413) 
696,061 

3,780,230 
11,284 
66,193 

292,769 

(41,36'7) 

(14,583) 

3,784,661 

(6,099,757) (554,282) (391,810) 
1,224,584 (809,809) 

232,500 

(1,190,933) (125,334) (165,146) 
696,061 

3,780,230 
11,284 
66,193 

292,769 

32,978 (74,345) 

4,113 (18,696) 

3,678,848 1,444 104,369 

Total 695,261 (1,654,106) (678,172) 3,027,539 

Reconciliation to page 114-115, lines 14-16: 

Federal Income: State Income: Other: 
Electric 40,724,342 Electric 8,811,442 Electric Tota.1 65,795,863 
Gas (6,099,757) Gas (1,190,933) Gas Total (1,654,106) 

34,624,585 7,620,509 Less State (7,620,509) 
Less Federal (34,628,585) _ _ _ _ _ _ _ _ _ _ _ _  _______.___ 

21,896,663 
bchedule Page: 262 Line No.: 2 Column: g 
The balance of ($6,107,470) for Federal income taxes accrued at 12/31/07 reflects an 
overpayment of Federal income taxes. 

Amount r n i a p  
/Schedule Page: 262 Line No.: 7 Column: g I 
The balance of ($832,672) for Kentucky income taxes accrued at 12/31/07 reflects an 
overpayment of Kentucky income taxes. 
Schedule Page: 262 Line No.: 7 Column: I 
!&mount is negative due to the timing of estimated tax payments. 

ISchedule Page: 262 Line No.: 2 Column: I - 
[FERC FORM NO. 1 (ED. 12-87) Page 450.1 



(1) d A n  Original 
Name of Respondent 
L.ouisville Gas and Electric Company (2) D A  Resubmission 

i 

_ . .  
Allocations to Adpstrnents Deferred for Year Current Year's income 

Accounl No moun t  Account NO Amount 

ine Account Balance at Beginning 
No SUbdVslons of Year 

(b) 1,-1 in la\ 

YearlPeriod of Report 
End of 2007lQ4 (Mo, Da. Yr) 

/ I  

L 

3 
4 
5 
6 
7 

Y I O  1 
4% 
7% 
10% 

39,757,263 411 4 8.979.626 411 4 3,785,824 

16 Gas Uiilily 1,312.974 411 4 165.075) 
17 TOTAL i.312,974 165,075 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

- 

-~ 

1 

1 

~ 
~ 

~ ~ 

1 

- 

.____ 
-. 

_I_ 

FERC FORM NO I IED 12-891 Page 266 



This Re ort Is: 
(1) &An Original 

Name oi Respondenl 
Louisville Gas and Eleclric CoInpanY (2) U A  Resubmission 

ADJUSTMENT EXPLANATiON 

YearIPeriod o i  Reporl 
End of 2007lQ4 

Dale of Report 
(Mo. Da. Yr) 
1 1  

1 

3 
4 
5 

1,147,899 
1.147.899 

10 
11 
12 
13 
14 
15 

33 years 16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

_I__ 

- 
_- - 

_I____ 

--I_ 

I - 

- 

_- __ 

I I I I I 
FERC FORM NO I (ED 12-891 Pam 267 





This Re ort Is: 
(1) d A n  
(2) n A  Resubmission 

Name of Respondent 
Louisville Gas and Eleclric Company 

OTHER DEFFEREO CREDITS (Acwunl 253) - 
1 I Report below the padculars (details) called for concemlng other deferred credits 
2 For any defeerred credit being amorllzed. show the period of amortizallon 
3 Minor items (5% of the Balance End of Year for Acwunt 253 or amounts less than S10,OOO. whichever is greater) may be grouped by classes 

tme Description and Other Balance at DEBITS Balance at 
Deferred Credits Beginning of Year conira Amount Credits End of Year NO 

(0 
Acmunl 

1 Gas Purchase Cash Refunds - 253.431. 
2 TexasGas 134,857 547,803 137,904 3.047 

3 
4 Gas Supply Clause - 
5 Overbilled and Refundable 
6 to Customers 30,468.111 186,253,803 32,991,120 

7 
8 Brown CT Long Term Service 
9 Agreement 1.834348 107,232,553 940,063 3,771,645 

(a) (b) (C) ld) (e) 

9.365.96 11,888.972 

4,665,931 
____I.- 

10 
11 KU-EKPC Setllement 566 670,560 670,560 

I 2  
13 University of Kenlucky Cenler 
14 for Applied Energy Research Grant 220,569 232,426 250,000 29,431 

15 
16 Demand Side Management ~ 

17 Refundable Costs 3,028,288 186 882,535 2,115,660 4,261,413 

18 
19 Prepaid Transmission System Fee 
20 MCI Telemm (1990 to 2009) 48,396 454 22,296 26,100 

21 Easl Kentucky Power Coop 
22 (1989 to 2019) 148,912 242,454 175.987 27.075 

23 
24 Margin Deposit 131,431 5,237 5 237 

25 
26 Long-Term Denvative LiabiiiV 15,394,554 186.219 12,036,874 18,135,256 21,492,936 

27 
28 Deferred Compensabon 926 374,114 374.114 

29 
30 
31 
32 
33 
34 
35 
36 
37 

__ 

- 

F F R E  F n R M  N n  1 IFn 17-94) Paos 269 



- 
This Re or! Is: Date of Report Yeadperiod oiReport 
(1) d A n  Original (Mo. Da, Yr) End of 2007/Q4 

me 01 Respondent 
iuisviiie Gas and Electric COIIipanY 

__ (2) O A  Resubmission / /  
ACCUMULATED DEFFERED INCOME TAXES ~ OTHER PROPERTY (Account 282) 

Report the information called for below concerning the respondent's accounting for deferred income taxes rating to property not 
bject to accelerated amodizetion 
For other (Specify),include deferrals relating to other income and deductions. 

I I CHANGES OURiNG YEAR 
Account 

la1 
I Balance at Beginning of Year Amounts Debited Amounts Credited 

to Account4lO.I loAccount411.1 
I lb l  I I 

I 
3 Gas 52,060,039 3,518,074 1.599.15 - 
4 I I I 

61 I I I 
51TOTAL (Enler Total Of  llneS 2 UIN 4) 366,773,1911 25,314,551 24,541.69 

NOTES 

:ERC FORM NO. 1 (ED. 12-96) Page 274 



Name of Respondenl T:,’” Re$ Is: Date of Report YearlPeriod of Report 
End 01 20071Q4 Louisville Gas and Elecbic Company 

An Original (Mo. Da, Yr) 
(2) O A  Resubmission / I  

ACCUMULATED DEFERRED INCOME TAXES -OTHER PROPERTY (Acmunt 282) (Continued) 

3. Use footnotes as required. 

71,911 

I 4 
58,674 771.32 368.258.704 5 

I I I I I I I f  

248,44E 53,000.25f 1; 

1: 

I I I I I I I 
i 

I I I C  
I I I 58.6741 771.32d 368.258.70d 5 

- 

FERC FORM NO. 1 (ED. 12-96) Page 275 



ame of Respondent This Report Is: Date of Report Yearperiod of Report 
(1) m A n  Original (Ma. Da. Yr) End of 2007/Q4 ouisville Gas and Electric Company (2) n A  Resubmission / /  

u 
ACCUMULATED DEFFERED INCOME TAXES ~ OTHER (Anaunt 283) 

,, Report the information called for below concerning the respondent's accounting for deferred income taxes relating to amounts 
?corded in Account 283,. 

For other (Specify),include deferrals relating to other income and deductions 

I l l l o s s  on Rearnuired Debt I 604,513 I 34.3751 64,841 

NOTES 

FERC FORM NO. 1 (EO. 12-96] Pam 276 



Name of Respondent r------- Louisville Gas and Electric Company 
w--. - 

ACCUMULATED ~EFERRED IXOME TAXES - O T H E A A -  f 3 Provide in me space oelow explanations for Page 276 and 277 Include arnounls reialing lo .ns gn ikant  ilems lisled under Other 

Dale of Report YearlPeriod 01 Report 
End of 2DD7IQ4 (Ma, Da. Yr) -il I This Re ort Is: 

(1) p j A n  Original 
(2) I 1 A  Resubmission 

4., Use footnotes as required I 

NOTES [Cononued) 

FERC FORM NO. 1 (ED., 12-96) Page 277 





This Report is: 
f 1 ) X An Oriainal 

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

bchedule Page: 276 Line No.: 8 Column: b 
Beginning Bal.ance : 
Regulatory Expenses 862,950 
MISO E x i t  Fees 5 ,111 ,078  
Other 241,910 

. . -  . .  . .  
Louisville Gas and Electric Company l(2) -A ResGbrnission 1 / I  

6,215,938 

2007lQ4 

bchedule Page: 276 Line No.: 8 Column: c 1 
Debit Change Account 410.1: 

(1,300,017) MISO E x i t  Fees 
Other ( 1 2 1 , 0 9 5 )  

( 1 , 4 2 1 , 1 1 2 )  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _  
bchedule Page: 276 Line No.: 8 Column: d 
Credit  Change Account 4 1 1 . 1 :  
MISO Exit  Fees 433,340 
Regulatory Expenses 871,999 
Other 507 ,290  

1,812,629 _ _ _ _ _ _ - _ _ _  _ _ _ _ _ _ _ _ _ _  
Schedule Page: 276 Line No.: 8 Column: k 
Lndins Balance: - 
MISO E x i t  Fees 
Regulatory Expenses 
o ther  

3,377,721 
( 9 , 0 4 9 )  

(386,475) 

[Schedule Page: 276 Line No.: 12 Column: b 
The debi t  balance on L i n e  1 2  i s  an o f f s e t  t o  t h e  amount on Line 4 .  
/Schedule Page: 276 Line No.: 14 Column: b 1 
The cumulative temporary difference fo r  Purchased Gas a t  beginning of year was a 
fu ture  deductible temporary d i f fe rence(defer red  t a x  a s s e t ) .  
bchedule Page: 276 Line No.: 16 Column: b 
Beginning Balance: 
Regulatory Expenses 30,002 

bchedule Page: 276 Line No.: 76  Column: c 
Debit Change Account 410 1: 

J 

Regulatory Expenses 1 , 0 2 7  

[Schedule Page: 276 Line No.: 16 Column: d 
Credit  Chancle Account 411. .1:  - 
Regulatory Expenses 2 1 , 9 7 7  

~. 
m e :  276 Line No.: 16 Column: k I 
Ending Balance: 
Regulatory Expenses 9 , 0 5 2  

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





Re&rt Is: 
n Original 

(2) C ] A  Resubmission Louisville Gas and Electric Company 

Date of Report 
(Mo, Oa. Yr) 

YearlPeriod of Report 
End of 2007lQ4 

/ I  

tine Description and Purposs of 
No Other Regulatoly liabilities 

(a) 

2 MISO Schedule I O  Charges 
1 SFAS 109-lnmmeTaxes 

3 Asset Retirewnt Obligation - Eleckic 

10 
1 1  
12 
13 
14 
15 
16 
17 
18 

19 

20 

- 

1 

Balance at Begining DEBITS Balance at End 
of Curreni 

QuarlerPlear 
Credits of Current 

QuarlerlYear gz:,"& Amount 

(b) (C) (4 (e) (9 
54,QQt,458 1901282 12.050.270 8.372.7W 50,323.93 

1,113,984 3.311346 1,455.93 
200,QB 25.411 225.47 

110,20 55,tw 55.100 

FERC FORM NO. IN-Q (REV 02,.04) Page 278 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

_. 

- 

- 



This Re ort Is: 
(1) +jAn Original Dale (Mo. Da. of Report Yr) 

me of Respondent 
ulsville Gas and Electric Company (2) [-1A Resubmission I /  

u 
ELECTRIC OPERATING REVENUES (Account 400) 

-he following instrucfions generally apply to the annual vecslon 01 lhese pages 00 not report qualteilydata in mlumns (c). (e), (I), and (9) Unbilled revenus and MWH 
,led to unbilled revenus need mt be repafled reparatsly as required in the annual version 01 these page5 
Report below operating revenues lor each prescribed accmnl. and manufaclund gas revenues In lotai 
Repcrl numberof mstomers. cclumns (0 and (9). on the basis of metcn, in addition to Ihc number or oat rate accounls; except that Miere separale meter readings ale added 
biiliwg purposes. one curtomershould be counted lor each group 01 melers added The .average number olwslomecs means Ihe average of Welw figures st the close 01 

YearlPeriod of Report 
End of 2007iQ4 

:h month. 
II inuea5es or dsutlasss from previous peiiod (mlumns (c],(el, and (01). are not derived from previously rzporied figures. explain any Inconsistencies in a fwtnole 

6 

7 

8 

9 

IO 
11 

12 

13 
14 

~~~~ 

Title of Accnunt Operating RevenuffiYear OperaUng Revenues 
to Dale Quarter(y1Annuai Previous year(no Quartedy) 

(444) Public Slreel and Highway Llghling 6,524,515 6,463,357 

(445) Olher Sales lo Public Aulhorilies 68.482.804 62.880,53: 

(446) Sales to Railroads and Railways 

(448) Interdepartmenla1 Sales 

TOTAL Sales lo Ulllmale Consumers 765.617.128 701.806,03: 

(447) Sales for Resale 158,044,058 223,953.45: 

TOTAL Sales of Electricity 923,661,186 $25,759,491 

(Less) (449,i) Provision for Rate Refunds 

TOTAl Revenues Net of Prov. for Refunds 923.661.186 $25,759,491 

21 1440) Residential sales I 308,553,4171 271,519,761 

25 

26 

27 

I I 
TOTAL Olher Operating Revenues 

TOTAL EIeclrlcOperating Revenues 932,455,567 942,660.52’ 
I 8,794,381 I 16.901,03! 

ERC FORM NO 113-(3 (REV. 12-051 P a w  300 



ime of Respondenl This Re oil is: Dale of Report YeadPeriod of Report 
End of 2007IQ4 $uisville Gas and Eieclric Company 

(1) &An Original (Mo. Da. Yr) 
(2) u A  Resubrnission / I  

ELECTRIC OPERATING REVENUES (Acmunl400) 
Commercial and induslrial Sales. AuxUnl442. may be clissitiad according lo lhe basis of ciassification (Small or Commercial. and Large or InduslriaI) regularly uscd by lk 
pondenl i f  such basis oldassilicalion is no1 gonenily Qraaler Lhan 1WO Kwof demand (See AwIiUnl442 of the Uniform Syslcm of Accounls Explain basis of classincation 
I fwlnole ) 
See pages 108-'100. Important Chsnger During Period. fol Important new Ierriloryadded and importanl mls increase or decreases 
For Lines 2.4.5.and 6. see Page 304 for amovnls relallns lo unMlled revenuo byaccaunls 
Include unmelered sales Provide details of such Sales In a foolnole 

_I_._._._ 
MEGAWAll HO.JRS SOLD AVG NO CUSTOMERS PER MONTii 

Year Io Dale Oiartel~/AnnJal I Cu!renl Year (no Quarterly) I Preiious Year (no 

f 
: 

12,657,834 11,964,643 400.703 397,331 I( 

6,186,040 7,621,631 21 7 11 

16,643,874 19.586.474 400.724 397.336 1; 

__- 

- 
1 ~C 

I I I .. 
i a , e w m  19,566,474 400.724 397.336 I d  

- 
tine 12, column (b) includes S 5,777,484 of unbiiled revenues 

tine 12. column (d)includes -10,739 MWH relating lo unbiiied revenues 

FERC FORM NO. 1 / 3 4  (REV. 12-05) Page 301 





Name of Respondent This Report is: Date of Report 
(Mo. Da. Yr) (1) XAn Original 

Louisville Gas and Elecliic Company (2) - A  Resubmission / /  

Schedule Page: 300 Line No.: 4 Column: b 
khe Company uses a rate schedule basis of classification, according to which sales under ' 
Large Commercial Rate LC (demand and energy type) are classified as Large Commercial, 
sales under Industrial Power Rate LP (demand and energy type) are classified as Large 
Industrial, and sales under General Rate GS (block type) are classified as Small 
Commercial and Industrial 

Yeadperiod of Report 

20071Q4 

Small Commercial and Industrial Sales 
Large Commercial sales 
Total small (or Commercial) 

109,550,026 
136,398,872 

$245,948,898 

chedule Page: 300 Line No.: 4 Column: d 
!he Company uses a rate schedule basis of classification, according to which sales under ' 
Large commercial Rate LC (demand and energy type) are classified as Large Commercial, 
sales under Industrial Power Rate LP (demand and energy type) are classi,fied as Large 
Industrial, and sales under General Rate GS (block type) are classified as Small 
Commercial and Industrial. 

small Commercial and Industrial Sales 
Large Commercial Sales 
Total Small (or Commercial) 

1,428,383 
2,409,169 
3,837,552 MWH 

chedule Page: 300 Line No.: 21 Column: b -- 
!s a result of the Company exiting the MISO, a reclassification of the MISO administrative 
revenues from Other Operating Revenues to a Regulatory Liability was required. 
bchedule Page: 300 Line No.: 1 Column: $ 
This value contains unbilled revenue of $5,303,000 and accrued revenues of $474,484. The' 
accrued revenues represent the following: 

FAC Accrual $ 5,607,000 
ECR Accrual $ (5,723,516) 
MSR Accrual $ 338,000 
VDT Accrual $ 253,000 
Total Accrual $ 474,484 

Fcheduie Page: 300 Line No.: 7 Column: MWH 
Unbilled revenues related to -10,739 MWH represents the net change of unbilled MWH from ' 
the previous period, and as a result could be positive or negative. 

- I 

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



1, Report below for each rale schedule in effect during lhe year lhe MWH of electricity sold. revenue, average number of customer, average Kwh per 
customer, and average revenue per Kwh, excluding dale for Sales for Resale which is reported on Pages 310-311 
2. Provide a subheading and tolal for each prescribed operating revenue account in lhe sequence followed In "Electric Operaling Revenues.' Page 
300.301 If lhe sales under any rate schedule are classified In more than one revenue account. List me rate schedule and safes data under each 
applicable revenue accounl subheading 
3,. Where lhe same customers are served urider more than one rale schedule In Ihe same revenue account classlncallon (such as a general resideniial 
schedule and an off peak waler heating schedule). Ihe envies in column (d) lor lhe special schedule should denole the duplication in number of reported 

4 The average number of cuslomers should be lhe number of bills rendered during the year divided by Ihe number of billing periods during the year (12 
If all billings are made monlhly), 

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 

0.984 39 Unbiiled and Olher Accruals ? ~ - ~ . ~ . ~ ~ . ~ ~ ~ ~ 2 - 5 ~ 0  ~, :, . I .,... 2,510,922 
40 Subtotal 4436,182 308,553.417 352.699 12,720 0.066 

I_ 

- 

-- 
- 

I_- 

I 

FERC FORM NO. 1 (ED. 42-95) Page 304 



This Re ort Is: Dale of Report YearIPeriod of Report 1 (1) drwor ig ina l  (MO. Da. Yr) End of 2007lQ4 
Louisville Gas and Eleclric Company 12) n A  Resubmission 

lecltic Operaling Revenues." Page 

applicable revenue accnunt subheading 
3 Where the same cuslomers are served under more than one rale schedule in Ihe Same revenue acwunl classlficalion (such as a general residential 
schedule and an off peak waler heating schedule). the enmes in wlumn (d) for Ihe special schedule should denole Ihe duplication in number of reported 

4. 'The average number of cuslomers should be the number of bills rendered during Ihe year divided by Ihe number of billing periods during lhe year (12 
iiall billings are made monthly) 
5 For any rate schedule having a fuel adjuslment clause slale In a footnole the estimated addilional revenue billed pursuant thereto 
6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading, 

FERC FORM NO:1 (ED. 12-95) Page 304.1 



Name 01 Respondent 
Louisville Gas and Eiedric Company 

This Report Is: Date of Report YearlPeriod of Report 
(1) ~ A I I  Original (Ma. Da. Yr) End of 20071Q4 
(2) n A  Resubmission 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 

-- 

1 I_ 

- 

_- 



Name of Respondenl 
Louisville Gas and Electric COmpanY 

This Re orl Is: Dale of Reporl YearlPeriod of Reporl 
(1) d A n  Original End of 2007/Q4 (Mo. Da. Yr) 
(2) U A  Resubmission I /  

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

- 

24 
25 
26 
27 
28 
7.9 
30 
31 
32 
33 
34 
35 

_- 



Name of Respondent This Report is: Date of Report 
(Mo, Ua, Yr) ( I )  XAn Original 

Louisville Gas and Eleclric Company (2) -A Resubmission I 1  

& m e :  304 Line No.: 2 Column: c 
Includes fuel adjustment clause of $16,157,274. 
/Schedule Page: 304 Line No.: 3 Column: a 
Average number of customers served under this rate schedule 5,213 I included in revenue 
class subtotal. These are deducted on line 6 to avoid duplication. 
ISchedule Page: 304 Line No.: 3 Column: c 
Includes fuel adjustment clause of $45,445. ~ 

Pchedule Page: 304 Line No.: 4 Column: a 
Average number of customers served under this rate schedule 6,023 - included in revenue 
class subtotal. These are deducted on line 6 to avoid duplication. 

Includes fuel adjustment clause of $19,553. 

The MWH relating to unbilled revenues represents the net change of unbilled MWH from the 
previous period and could be positive or negative. 

chedule Page: 304.1 Line No.: 2 Column: c 
kcludes fuel adjustment clause of $4,863,426. 
w e :  304.1 Line No.: 3 Column: a 
Average number of customers served under this rate schedule 930 - included in revenue 
class subtotal. These are deducted on line 15 to avoid duplication. 
bchedule Page: 304.1 Line No.: 3 Column: c 
Includes fuel adjustment clause of $107,737. 
[Schedule Page: 304.1 Line No.: 4 Column: a 
Average number of customers served under this rate schedule 99 - included in revenue clask 
subtotal. These are deducted on line 15 to avoid duplication. 

Includes fuel adjustment clause of $714. 
!Schedule Page: 304.7 Line No.: 5 Column: a 
Average number of customers served under this rate schedule 9,676 - included in revenue 
class subtotal. These are deducted on line 15 to avoid duplication. 

chedule Page: 304.1 Line No.: 5 Column: c 
kncludes fuel adjustment clause of $167,215. 

kcludes fuel adjustment clause of $7,271,003. 
bchedule Page: 304.1 Line No.: 7 Column: c I 
Includes fuel adjustment clause of $1,392,535. 
bchedule Page: 304.1 Line No.: 8 Column: c 
Includes fuel adjustment clause of $2,325,367. 

Includes fuel adjustment clause of $7,750,951. 
!Schedule Page: 304.1 Line No.: 10 Column: c 
Includes fuel adjustment clause of $553,913. 
[Schedule Page: 304.1 Line No.: 39 Column: b 
The MWH relating to unbilled revenues represents the net change of unbilled MWH from the ' 
previous p-ositive or negative. 
/Schedule Page: 304.2 Line No.: 2 Column: c 
Includes fuel adjustment clause of $176,675. 
'Schedule Page: 304.2 Line No.: 3 Column: c 
Includes fuel adjustment clause of $13,221. 

kcludes fuel adjustment clause of $7,755. 
bchedule Page: 304.2 Line No.: 5 Column: c 
Includes fuel adjustment clause of $12.944. 
bchedule Page: 304.2 Line No.: 39 Column: b 

[FERC FORM NO. 1 (ED. 12-87) 

I 

' 
/Schedule Page: 304 Line No.: 4 Column: c - 

bchedule Page: 304 Line No.: 39 Column: b I 

I 

bchedule Page: 304.1 Line No.: 4 Column: c _- 

chedule Page: 304.1 Line No.: 6 Column: c - 

bchedule Page: 304.1 Line No.: 9 Column: c - 

chedule Page: 304.2 Line No.: 4 Column: c - ________ 

Page 450.1 

Yeadperiod of Report i 
i 

2007/Q4 



Name of Respondent 

Louisville Gas and Electric Cofnpany 

J.: 5 Column: a -~ 
,veraqe number of customers served under this rate schedule 94 - included in revenue clasd 

This Report is: Date of Report Year/Period of Report 
(1)XAn Original (Mo, Da, Yr) 
(2) - A  Resubmission I /  20071Q4 

subtotal. 

?ncludes fuel adjustment clause of $1,616. 
bchedule Page: 304.3 Line No.: 6 Column: c 1 
bchedule Page: 304.3 Line No.: 7 Column: c 
Includes fuel adjustment clause of $89,301. 
bchedule Page: 304.3 Line No.: 8 Column: c 
Includes fuel adjustment clause of $1,798,081. 
bchedule Page: 304.3 Line No.: 9 Column: c 
Includes fuel adjustment clause of $986,911. 
Schedule Page: 304.3 Line No.: 39 Column: b 
khe MWH relating to unbilled revenues represents the net change of unbilled MWH from the I 
previous period and_ could be positive or negative. 
bchedule Page: 304 Line No.: 42 Column: b 
The MWH relating to unbilled revenues represents the net change of unbilled MWH from the I 

These are deducted on line 11 to avoid duplication. 
chedule Page: 304.3 Line No.: 5 Column: c 

Includes fuel adjustment clause of $1,317,077. __ 

previous period and could be positive or negative. 

IFERC FORM NO. 1 (ED. 12-87) Page 450.2 7 



This Re ort Is: 
(1) d A n  Original 

Name of Respondenl 
Louisville Gas and Eleclric Company (2) C ] A  Resubmission 

Date of Report YearlPeriod of Report 
(Mo, Da. Yr) End of 2007lQ4 

I /  

Subtotal RO 0 0 0 

Subtotal non-RQ 0 0 0 

Total 0 0 0 

Avera e 
MonLhIy%illing 

cation TariH Number Demand (MW) 

~ i n e  Name of Company or Public Authority Statistical FERC Rate 
Classifi- Schedule or No. (Foolnote Afiilialions) 

FERC FORM NO. 1 IED. 12-90) 

I 

Actual Demand (MW) 
vera e Avera e 

Month; NdDemand Monthly CP%em 

Page 310 



Name of Respondent 
Louisville Gas and Electric Company , , . ~~~ ~. ~ I I 

SALES FOR RESALE (Account 447) (Continued) 

OS ~ for other service. use this category only for those services which cannot be placed in the above-defined categories, such as all 
non-fin 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 all RQ sales, enter"Subtota1 - R Q  
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 Lest 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 lariffs 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 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. 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 column (h), energy charges in column (i). and the total of any olher lypes of charges, including 
out-of-period adjustments. in column 0). Explain in a footnote all components of the amount shown in column (i). 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 RQINon-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule, The "Subtotal - R Q  amount in column (9) must be reported as Requirements Sales For Resale on Page 
401. line 23. The'Wbtotal-  Non-RQ amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401 ,iine 24. 
IO. Footnote entries as required and provide explanations following all required data. 

This Report is: Date of Report YearIPeriod of Report 
End of 2007/Q4 (1) B A n  Original (Mo. Da, Yr) 

121 I 1 A  Resubmissinn / /  

t REV EN U E 
Demand Charges Energy Charges Other Charges 

1% (SI 6) 

Megawatt Hours 
Sold I Line 

(h+i+j) I No. 
Total ($) 

(9) 
11 1,057 

75.043 

266 

1,012 

81,201 

I 6,186,040 1 0 1  162.972.681 I 4,928,623 I 158,044.058 I 

,.I . .  
i i j  (1) (i) (k) 

4,950.598 4,950,598 1 

3,141,783 3,141,783 2 
26,653 26,653 2 
55,061) 55.060 1 

3,551,117 3,551,117 

I 5,186,040 I 0 1  162,972.681 I 4,928,623 I 158,044,058 I 

0 

FERC FORM NO. 1 (ED. 12-90) 

._ I 

0 0 0 0 

Page 311 



-. 
This Re orl Is: 
(1) $m Original 

Name of Respondent 
Louisville Gas and Eleclric Company (2) C I A  Resubmission 

Date of Report YearlPeriod of Report 
(Mo. Da, Yr) End of 2007/Q4 

I 1  

FFRC F n R M  NO 1 (ED 12801 

Avera e Actual Demand (MW) 
Monthly ijilling vera e Average 

une Name of Company or Public Aulhority Statistical FERC Rate 
ClassiR- Schedule or No. (Footnote ARiliations) cailon Tariff Number Demand (MW) Mon& NC# Demand Monihly CP Oem 

Page 310,.1 



This He ort Is: 
(1) $An Original 

Name of Respondent 
Louisville Gas and E l ~ ~ k i c  Company (2) C I A  Resubmission 

I monthiy ?incident 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 

Date of Report YeaVPeriod of Report 
(Mo. Da. Yr) End of 2007lQ4 
/ /  

metered hourly (60-minute integration) demand in a month Montniy CP demand's the metered demand during the hour (60-minute 
integration) in which the suppliecs system reaches ils montn y pea6 Demand reported in c o l m n s  (e) and (0 must be in meqawatls 
Footnote any demand not stated on a megawatt basis and expiain 
7 Report in column (9) the megawatt hours snown on b:lls ranaered to Ihe purchaser 
E Rcport demand charges in column (h), energy charges in column ('), an0 the total of any other types of charges, including 
out-of-period adjustments. in column (I) Expla:n in a footnote all components of the amount shown in column (j) Report in co lumn (k) 
the toral charge shown on bills renoereo to Ine purchaser 
9 The data in column (9) through (6) must be sJbtotaled base0 on the RQINon-RQ grouping (see instruction 4). and then totaled on 
the Last -line of the schedule Tne "Subtolal - RO" amount in column (9) must be reporteo as ReqJirements Sales For Resale on Page 
401, I'ne 23 The "Subtotal - Non-RW amount in column (9) musl be reported as Non-Requirements Sales For Resale on Page 

10 Foolnote entries as required anu prOVioe expianalions following all required dala 

0 

6,186,040 

6,186,040 

0 0 0 0 

0 162,972,681 -4.928.623 158.044.058 

0 162,972,681 4,928,623 158.044.058 

FERC FORM NO. 1 (ED 12-90) Page 311 1 



This Re ort Is: Dale 01 Report YearlPeriod of Report 
( 3 )  $An original End of 2007lQ4 (Ma. Da, Yr) 

Name of Respondent 

Louisviile Gas and ElectricCompany (2) U A  Resubmission I 1  
SA1 FS FnR RFSAl F lllrrniint 6671 

Sublolal RQ 

Subtotal non-RQ 

1nlA 

1 Report all sales for resaie (i e., sales to purchasers olher than ullimatc consimcrs) transacted on a settlemeill basis other than 
power exchanges during tne yaar Do no1 report exchanges of electriciiy ( i e , transactions involving a oalancing of debits and credit! 
lor energy, capacity. etc.) and any Settlerncnts for mbalanced exchanges or1 th.s sciiedile Power exchanges must be reported or1 It 
Purchascd Power schedule (Page 326-327) 
2 Enter the name of the purchaser in colbmri (a) Do note abbreviate or truncate Uie name or use acronyms Explain in a lootriote 2 
ownership interest or affiliation the respondent has with tne purcnaser 
3 In colLmn (0). enter a Statistical Classification Code based on the urigirial contractual terms aria cond'tions of the service as follou 
RQ - lor requirements service Requirements service is service vinrch the supp ier platis to provide on an ongo'ng basis (i e , the 
supplier inc udes projected load for this service in its systeni resource pianriiriq) lii addition. the reliability of requiienients service mt 
oe the same as, or second only lo. the suppiids service to its own ultimate corisumers 
LF . lor long-term service "Long-term" mvdns five years or torigel and ' Srrri" rrleans that service cannot be intempred for econoriiic 
reasons arid 's intended 10 remain reliable even under adverse coridit.ons (c g , the suppkr  mLst attempt to ouy emergency energy 
from th'rd parties to maha in  deliveries of LF service) This caleyory shodd nul he  used for Long-term firm service v.hich meets the 
defnition of RQ service For a I transactions identified as LF. provide in a footnote tne terrninauon date of the Contract oefiried as tne 
earliest date thal elther buyer 01 Setter can uni aterally get Out of tile contract. 
IF . for intermediate-term f r m  servke .Ihe same as LF service except that' intermediate-term" means longer than one ycar but Lesr 

tnari five years 
SF - lor short-term firm service Use Uiis calegory lor ali firm serv:ces where the duration of each peiiod of commilmenl foi service IS 

one year or less 
LU - lo r  Long-term service from a desigiiated generathg w i t  'Long-term" means five years or -anger The avai abiliry arid reliability 
service, aside from lransiniss'ori constrainls. must match tne ava'iabi ity and re1iab:lrly of designated unit 
IU . for intermediate-term service from a designated generating unit The same as LU service except that "intcrmediale-tcrm" means 
Longer than one ycar but Less tnan five years 

0 0 

0 0 

0 0 

Avera e Actual Demand (MW) 
Monthly %iiling vera e Average 

~ i n e  Name of Company or Public Aulhonty Statistid FERC Rate 
Classifi- Schedule or 

No (Footnote Aftiliations) cation Tariff Number Demand (MW) Month; NC8 Demand Monthly CP Dem 



Name of Respondent 
Louisville Gas and Electtic Company 

Line 
(h+l+l) No 

REVENUE 
Demand Charges Energy Charges Other Charges 

(5 )  
Total (S) Megawatt Hours 

Sold I 

Date of Report 
(Mo. De. Yr) 

YearIPeriod of Report This Re ort Is: 
(1) $An Original 
(2) O A  Resubmission I 1  

16.762 
861 

6.077 
12,713 

I 

772.314 772,314 t 
46.315 46,315 E 

I 280.377 280.377 i 
540.065 f 540,065 

FERC FORM NO 1 (ED 12-90) 

~~ 

Page 311.2 

0 

6,186,040 

6.186.040 

1: 
1: 
I d  

I_ __ 

0 0 0 0 

0 162.972.681 4,928,623 158,044,058 

0 162,972,681 4,928,623 158,044,058 



Name of Respondent 

Louisville Gas and Eleclric Company 

bchedule Page: 310 Line No.: I Column: b 1 
Market Based Sale 

(2) FERC Electric Tariff, Original Volume No. 2 
[Schedule Page: 310 Line No.: 2 Column: b 
Market Based Sale 
(Schedule Page: 310 Line No.: 2 Colum:  c 
( 3 )  FERC Electric Tariff, Original Volume No. 3 

Energy Imbalance 
m e d u l e  Page: 310 Line No.: 3 Column: c I 
8) FERC Electric Tariff, Original Volume No. 2. Service Agreement No. 255 

, chedule Page: 310 Line No.: 4 Column: b 
Market Based Sale 
[ m e :  310 Line No.: 4 Column: c I 
!Schedule Page: 310 Line No.: 5 Column: b 
Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 
[Schedule Page: 310 Line No.: 6 Column: b 
Market B a s e d B  
[Schedule Page: 310 Line No.: 6 Column: C I 
(3) FERC Electric Tariff, Original Volume No. 3 
[Schedule Page: 310 Line No.: 7 Column: b 
Market Based Sale 
bchedule Page: 310 Line No.: 7 Column: c I 
(3) FERC Electric Tariff, Original Volume No. 3 
kchedole Page: 310 Line No.: 8 Column: b 
Market Based Sale 

chedule Page: 310 Line No.: 8 Column: C 

{) FERC Electric Tariff, Original Volume No. 3 
ISchedule Page: 310 Line No.: 9 Column: b 1 
Market Based Sale 
(Schedule Page: 310 Line No.: 9 Column: c 
(2) FERC Electric Tariff, Original Volume No. 2 

Market Based Sale 
-le Page: 310 Line No.: I O  Column: c 
(3)  FERC Electric Tariff, Original Volume No. 3 
[Schedule Page: 310 Line No.: 11 Column: b 
Market Based Sale 

-e: 310 Line No.: I Column: c I 

[Schedule Page: 310 Line No.: 3 Column: b -.- 

(3) FERC Electric Tariff, Original Volume No. 3 

bchedule Page: 310 Line No.: 5 Column: c I 

__ 

I 

[Schedule Page: 310 Line No.: I O  Columnib 2 

/Schedule Page: 310 Line No.: 11 Column: c - M 
3) FERC Electric Tariff, Original Volume No. 3 

_I" 

chedule Page: 310 Line No.: 12 Column: b 
p e n c y  Energy. Previously2orted as Duke Energy Ohio, Inc. 
bchedule Page: 310 Line No.: 12 Column: c 
2) FERC Electric Tariff, Original Volume No. 2 

December 2006 correction made in 2007. Previously reported as Duke Energy Ohio, Inc. 
bchedule Page: 310 Line No.: 13 Column: b 

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

bchedule Page: 310 Line No.: 12 Column: j 1, 

Page 450.1 

This Report is: 
(1) ZAn Original 

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

(2) - A Resubmission / I  20071Q4 



Date of Report 
(Mo, Da, Yr) 

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

YearlPeriod of Report 

December 2006 correction made in 2007 for Emergency Energy Should have been reported as Duke Energy Indiana, 
Inc. 
bchedule Page: 310 Line No.: 13 Column: c I 
(2) FERC Electric Tariff, Original Volume No. 2 

. . _  
Louisville Gas and Electric COmpaflY l(2) - A  ResEbmission I ' / I  

WedulePage:  310 Line No.: 13 Column: j I 
December 2006 correction made in 2007. Should have been reported as Duke Energy Indiana, lnc. 

2007/04 

bchedule Page: 310 Line No.: 14 Column: b I 
Market Based Sale 
[Schedule Page: 310 Line No.: 14 Column: c 
(3 )  FERC Electric Tariff, Original Volume No. 3 
ISchedule P a g e O . 1  Line No.: 1 Column: b 
Energy Imbalance 
bchedule Page: 310.1 Line No.: 1. Column: c 
(6) E ON U S., LLC. on behalf of its Operating Companies: Louisville Gas & Electric Co. and Kentucky Utilities Co. O A T  I 
FERC Electric Tariff Third Rev. Vol.. ,1 (prior to July 13, 2007), Fourth Rev,, Vol 1 (July 13, 2007 and after) and East 
Kentucky Power Coop. O A T  FERC Electric Tariff Vol. 1 Second Rev. 
bchedule Page: 310.1 Line No.: 2 Column: b 
Market Based Sale 
b c h e d u l e g e :  3f0.1 Line No.: 2 Column: c J 
3) FERC Electric Tariff. Original Volume No. 3 

Cost Based Sale 
[Schedule Page: 310.1 Line No.: 3 Column; c 1 
(5) FERC Electric Tariff, Original Volume No. 5 
ISchedule Page: - 310.1 Line No.: 4 Column: b 1 

Schedule Page: 310.1 Line NO.: 3 Column: b J 

/Schedule Page: 310.1 Line No.: 4 Column: c J 
(5) FERC Electric Tariff, Original Volume No. 5 
!Schedule Page: 310.1 Line No.: 5 Column: b J 
Market Based Sale 
[Schedule Page: 310.1 Line No.: 5 Column: c 
(3) FERC Electric Tariff, Original Volume No. 3 
/Schedule Page: 310.1 Line No.: 6 Column: a 
Louisville Gas and Electric Company and Kentucky Utilities Company are both owned by E.ON US. LLC. 

(1) FERC Rate Schedule No. 1. The Power Supply System Agreement, FERC Docket No, ER98-111-000 
!Schedule Page: 310.1 Line No.: 7 Column: b 
Financial Swap - 
bchedule Page: 310.1 Line No.: 7 Column: j 1 
Financial Swap - 
[Schedule Page: 310.1 Line No.: 8 Column: b 
Market Based Sale 
bchedule Page: 310.1 Line No.: 8 Column: c 1 
(3) FERC Electric Tariff, Original Voiume No. 3 
bchedule Page: 310.1 Line No.: 9 Column: b 1 
Market Based Sale 
bchedule Page: 310.1 Line No.: 9 Column: c I 
(3) FERC Electric Tariff, Original Volume No. 3 
[Schedule Page: 310.1 Line No.: 10 Column: a 
The Midwest IS0 Contingency Reserve Sharing Group (MISO CRSG) is not a signatory to the CRSG conlract The MISO ' 
CRSG is the group administrator and serves as the clearing house for Ihe CRSG billing The CRSG group is comprised of 
the following members: AJliant East, Ailiant 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 
IFERC FORM NO. I (ED. 12-87) Page 450.2 

1 
bchedule Page: 310.1 Line No.: 6 Column: c F 

- 



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

YearlPeriod of Report I 

netpurchase. 
[Schedule Page: 310.2 Line No.: 2 Column: i 
Negative figures represent accounting required by ElTF 02-03 netting purchases and brokered revenues and represent a 

. .  . .  I I -  

net purchase. I 
/Schedule Page: 310.2 Line No.: 3 Column: b I 

Market Based Sale 
bchedule Page: 3T0.2 Line No.: 3 Column; c 
~FERC FORM NO. I (ED. 12-87) Pa98 450.3 



Name of Respondent 

Louisville Gas and Electric Company 

(3) FERC Electric Tariff, Original Volume No. 3 

Market Based Sale 
bchedule Page: 310.2 Line No.:Q Column: c J 
( 3 )  FERC Electric Tariff, Original Volume No. 3 
(Schedule Page: 310.2 Line No.: 5 Column: b 
Market Based Sale 

(2) FERC Electric Tariff, Original Volume No. 2 

Market Based Sale 
ISchedule Page: 310.2 Line NO.: 6 Column: c J 
(3 )  FERC Electric Tariff, Original Volume No. 3 

Market Based Sale 

i) FERC Electric Tariff, Original Volume No. 3 

Market Based Sale 

i) FERC Electric Tariff, Original Volume No 2 

(Schedule Page: 310.2 Line No.: 4 Column: b A 

/Schedule Page: 310.2 Line No.: 5 Column: c 2 
[Schedule Page: 310.2 Line No.: 6 Column: b __- 1 

(Schedule Page: 310.2 Line No.: 7 Column: b I 

F u l e  Page: 310.2 Line No.: 8 Column: b __ J 
chedule Page: 310.2 Line No.: 7 Column: c - 

chedule Page: 310.2 Line No.: 8 Column: c 

This Report is: Date of Reporl Yeadperiod of Report 
(1) &An Original 
(2) - A  Resubmission / /  2007ic14 

(Mo, Da, Yr) 

IFERC FORM NO. 1 (ED. 12-87) Page 450.4 I 



I I I 
FFRC FORM NO 1 (ED. 12-93) Page 320 



This Re ori Is: Dale of Report YeailPeriod of Report 
Endof , 2007JQ4 

(2) n A  Resubrnission / I  
I (1) d A n  Original (Mo. Da. Yr) 

Louisville Gas and Electric Company 

95 (564) Underground tines Expenses 
96 (565) Transmission of Electricity by Olhers 
97 (566) Miscellaneous Transrnisslon Expenses 
98 (567)Renls 

ELECTRIC OPEPATiON AND MAINTENANCE EXPENSES Continued 

I . . ~ ~  .... -?~”,: ,_.._..., 7-,- i - .~ j--,- 
: ~ ~ , ~ ~ ~ ~ ~ ~ ~ ~ ~ , r ~ i ~ ” ~ ! ~ ! . r ~ ~ 3 ; ~ 9 ~ 1 ~ 3 ~ ~ ~  -2.666.43E 

3,929,2221 1.545.67E 
5.2041 52.80~ 

101 
102 
103 
104 
105 

(568) Maintenance Supervision and Engineering 
(569) Mainlenance of Slructures 11 $477 13.64E 

(569.2) Maintenance of Cornpuler Software 
(569.3) Maintenance of Mmmunication Equipment 

(569.1) Maintenance of Cornpuler Hardware -- 

106 
107 
108 
109 
110 

112 
111 

FERC FORM NO. 1 (ED 12-93) Page 321 

~~~~ 

(569.4) Mainlenance of Misceiianeous Regional Transmission Plant 
(570) Maintenance of Slalion Equipment 983.605 948.12: 
(571) Mainlenance of Overhead Lines 695,122 550,61E 

3.565 124.99i 
(572) Maintenance of Underground Lines 
(573) Malntenance of Mlscelianeous Transmission Plant 
TOTALMaintenance nolalof lines 101 viru 110) 1.693.769 1,637.5ac 
TOTALTransmission Expenses notal of lines 99 and 111) 12.015.995 3,954.53: 

___ 
___ 



ne of Respondent 
Jisvilie Gas and Eiectric Company 

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

$3 l(589) Renls 
+4 [TOTAL Operation (Enter Total of lines 134 lhru 143) 

i e  
2 

3 
4 
5 
6 
7 
8 
9 
,O 
:I 
2 
13 
!4 
15 
!6 
!7 
!8 
!9 
10 
I1 
12 
13 
14 
I5 
36 
37 
38 
$9 
$0 
$4 
$2 

45 I Maintenance 
46 I(590) Maintenance Supervision and Engineering 

amount for previous year is not derived from previously reported figures, e, 
Account 

(a1 .- 
3. REGIONAL MARKET EXPENSES 
Operation 
(575.1) Operalion Supervision 
(575.2) Day-Ahead and Real-Time Markel Facilitation 
(575.3)Transmission Rlghls Market Faciiitalion 
(575.4) Capaclly Markel Facilllation 
(575.5) Ancillary Services Market Facilitation 
(575.6) Markel Moniloring and Compliance 
(575.7) Market Faciillalion. Monitoring and Compliance Services 
(575.8) Rents 
Total Operalion (Lines 115 thN 122) 
Maintenance 
(576.1) Maintenance of Structures and improvemenls 
(576.2) Maintenance of Computer Hardware 
(576.3) Mainlenance of Computer Software 
(576.4) Maintenance of Communication Equipment 
(576.5) Maintenance of Miscellaneous Market Operation Plant 
Total Mainlenance (Lines 125 lhru 129) 
TOTAL Regionai Transmission and Market Op Expns ("olai 123 and 130) 
4. DlSTRlBUTiON EXPENSES 
Operation 
(580) Operation Supervision and Engineering 
(581) Load Dispatching _II 

(583) Overhead Line Expenses -- 

_l.l 

(582) Siation Expenses 

(584) Underground Line Expenses 
(585) Streel Lighling and Signal Syslem Expenses 
(586) Meter Expenses 
(587) Customer Installalions Expenses 
(588) Misceiianeous Expenses 

47 I(591) Mainlenance Of Slruclures 
48 l(592) Mmtenance of Sial.on EsuiDmenl 
49 ((593) Maintenance of Overhead Lines ____ 

53 
54 
55 
56 
57 

50 I(594) Mainlenance of Underground Lines 

(597) Maintenance of Meters I_ 

(598) Mainlenance of M sceiianeods Dislnbulion Plant 
TOTAL Ma nlenance (Total of l . 10~  146 lhN 1541 
TOTAL O.slnbul'on Expenses (iuta. O f  I ne5 144 and 155)- 
5 CUSTOMER ACCOUNTS EXPEhSES 

51 (595) Mmlenance Of LInc Transloners 
52 +- (596) Mdntenance of Streel Liqtibnq and Slgnai Syslcms 

I__ 

58 
59 
80 
61 

Operation 
(901) Supervision 
(902) Meter Reading Expenses 
(903) Cuslomer Records and Colleclion Expenses 

62 
63 
E4 

(904) Unw leclible AcwunIS 
(905) Miscellaneous Customer Accounls Expenses 
TOTAL Cuslomer AccomIS Expenses Uobi  of 1:nes 159 lhru 163) 

I 
FFRC FORM NO 1 (ED. 12-931 Paae 322 

Dale 01 Report YearlPerioo of Report 
i (Mo. Da, Yr) Fnd of 2007/Q4 - _. 
~ / I  
XPENSES (Continued) 
iin in footnote. 

&mounpr Amount for 
urrent ear Previa!? Year 

A, 
'"1 . __I \*I 

I- -- 
i 

5.5301 501 
5,629,3801 5.872.651 

14.7941 17.73: 
757.8291 670.99; 
7"" "7nl -3 n,0,,)7. 
I .,..,.,' u, I .YIY,L, 

10.287.0751 11.772.121 
1.509.1991 1 .i?43.751 

im.nj -. 230,8671 
779,8721 172.301 

I 
437.4001 330.97' 

14.761.506( 16.010.93! 
.. .. .. .... - - 29,442,8161 . 31 .941..331 

I__ 



This Re orl Is: Dale of Report YearlPenod of Report 

(2) n A  Resubrnissbn I 1  
End of 2007lQ4 Name of Respondenl (1) + j ~ n  original (Mo. Da. Yr) 

Louisville Gas and Electric Company 

L 
FERC FORM NO 1 (ED. 12-93) Page 323 





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

Louisville Gas and Eieclric COmpanY (2) - A  Resubmission / I  

chedule Page: 320 Line No.: I O  Column: b 
Fncludes credit of $2,536,771 in 2007 for electricity used by respondent. 
bchedule Page: 320 Line No.: 10 Column: c 
Includes credit of $2,343,926 in 2006 for electricity used by respondent. 
chedule Page: 320 Line No.: 78 Column: b 

!ouisville Gas & Electric Company no longer transmits electricity through the MISO,  
however, the MIS0 continues to make adjustments for previous charges related to the 
transmission for electricity. As such, additional refunds have exceeded additional 
charges yielding a credit balance. 
jSchedule Page: 320 Line No.: 88 Column: c 
The primary cause for the decrease in account 56114 is MISO Schedule 10 charges in 2006. 
chedule Page: 320 Line No.: 96 Column: b 

the primary cause of the increase in FERC 565 between 2007 and 2006 is a credit of 
$5,943,692 booked in 2006 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 M I S O ,  docket #EL05-63-000. 
kchedole Page: 320 Line No.: 121 Column: c 
Expenses represent MISO Day 2 charges. 
bchedule 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 other accounts. 
!Schedule Page: 320 Line No.: 141 Column: c 
Credit is due to meter tampering charges billed to customers to offset cost of meter 
maintenance. Cost is recorded in several other accounts 

1 
I 

1 

I 
1 

Yeadperiod of Report 

2007104 

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



Name of Respondent 
Louisville Gas and Electric Company 

This Re art Is: Date of Report YearIPeriod of Report 
(1) d A n  Originat (Ma. Da, Yr) End 01 2007/@i 
(2) D R e s u b m i s s i o n  1 1  

une 
No. (Faolnole Affillallons) 

Name of Company or Public Aulhority 

FERC FORM NO. 1 LED. 12-90) Page 326 

SWiStical FERC Rate Average Actual Demand (MW) 
Ciassifi- Schedule or Monthly Billing Average Average ' 

cation Tariff Number Demand (MW1 Monthly NCP Dernan Monthly CP Deman, 



This Re ort s: 

12) T I A  Resubmission 
I (1) $Anbriglnal 

Name 01 Respondent 
Louisville Gas and Electric Company 

Y . .  
FTRC 

, l------ 
m i S $ t r  ccou excfian:eg, 15 5 

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. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, Include an appropriate 
designation for the contract. On separate lines, iist all FERC rate schedules. tariffs or contract designations under which service, as 
identified in column (b), Is provided., 
5., For requirements RQ purchases and any type Of service involving demand charges imposed on a monnthly (or longer) basis, enter 
the monthly average 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 (60-minute integration) in which the supplier's system reaches its monthly peat. Demand reported in columns (e) and (f) 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
6. Report in column (9) the megawatthours shown on biils rendered to the respondent. Report in columns (h) and (i) the megawatthours 
of power exchanges received and delivered. used as the basis for settlement. Do not report net exchange 
7. Report demand charges in Column U). energy charges in column (k), 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 (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement 
amount for the net receipt of energy If more energy was delivered than received, enter a negative amount. If the settiement amount (I) 
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
8. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (9) must be 
reported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 40 1, 
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13. 
9. Footnote entries as required and provide explanations following all required data. 

Dale of Report YearlPeriod of Report 
(Mo. Da. Yr) End of 2007lQ4 
/ /  

2,347,731 34.701 31,015 17.324.032 65,012,060 82,337,04 

FERC FORM NO., 1 (ED. 12-90) Page 327 



Name of Respondent 
Louisville Gas and Electric Company 

I 1 Total 

This Re o i l  IS: Dale of Report Yearperiod of Report 
End of 20071Q4 (11 $An Originai (Mo. Da. Yr) 

(2) =A Resubmission / I  

I I I 

FERC FORM NO. 1 (ED. 12-90) Page 326.1 



This Re ort Is: 
( 1 )  $A, Oiiginai 

Name of Respondent 
Louisville Gas and Elechic Company (2) C ] A  Resubmission 

Date of Report YearlPeriod of Report 
(Mo. Da. Yr) End or 2007tQ4 
I /  

1 2,347,731 1 34.701/ 31.015 i 17,324,032 65.012.868 148 82,337.04 

4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract.. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as 
identified in column (b), is provided 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (eh and the 
average monthly coincident peak (CP) demand in column (8. For all other types of service, enter NA in columns (d). (e) and (0. Monthly 
NCP demand is the maximum metered hourly (60-minute integrafion) 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 wlumns (e) and (f 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain.. 
6. Report in column (9) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours 
of power exchanges received and delivered, used as the basis for settlement., Do not report net exchange. 
7. Report demand charges in column 0). energy charges in column (k), and the total of any other types of charges, including 
out-of-period adjushnenfs, in column (I) Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement 
amount for the net receipt of energy., If more energy was delivered than received, enter a negative amount If the semement amount (I: 
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
a. The data in wlumn (9) through (m) must be totalled on the last line of the schedule The total amount in coiumn (9) must be 
reported as Purchases on Page 401, line 10 The total amount in column (h) must be reported as Exchange Received on Page 4D I ,  
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13, 
9.. Footnote enlries as required and provide explanations following all required data 

FERC FORM NO 1 (ED 12-90) Page 327 I 

POWER EXCHANGES 
Megawatt Hours MegaWalt Hours 

Received Delivered 

Megawall Hours 
Purchased 

(9) (h) (0 
2.692 

4,202 
11 

Linr 
Demand Charges Energy Charges Other Charges Total O+k+i) N~ 

COST/SETTLEMENT OF POWER 

of SetUement ($1 
(m) 

IS 
tk j  

107.723 107,723 

3 1 4 . d  314,597 

951 951 
951 95 



Name of Reepondenl 
Louisville Gas and Eleclric Company 

t 

This Re art Is: Date of Report YearlPerlod of Report 
End of 2007IQ4 (11 $An Original (Ma. Da. Yr) 

(2) =A Resubmission 1 1  

INA N 

---hi- t N 

I I 

10 I I I 
11 I I I I 

14 

Total 

FERC FORM NO. 1 (ED. 12-90) Page 326..2 



This Re ort Is: 
(1) $An Original 

Date of Repod 
(Mo, Da. Yr) 

3me of Respondent 

ouisville Gas and Electric Company (2) U A  Resubmission 1 1  

YearIPeriod of Report 
End of 20071Q4 

FERC FORM NO 1 (ED. 12-90) Page 3272 

POWER EXCHANGES 
Megawatt Hours Megawatt Hours 

Received Delivered 

Megawatt Hours 
Purchased 

(9) (h) (0 
43c 

4 
27d 

Line 
Demand Charges Energy Charges OIher Charges Total (jrk4i) NO 

COSTEETTLEMENT OF POWER 

of Setllement ($) 
(m) 

(S (3 (5) 
U) 

29,571 29,571 
F,: 21 : ~ ~ ~ ~ , ~ ~ , ~ . . ~ ~ ~ ~ ~ ~ ~ . Z . i  +a<>.&+ -:yTY; - 
AS I.... ,.-.,-.%A,. 

5.42e S,428 : 
25.567 25.567 1 



Name of Respondent This Report is: 
(1) X An Original 
(2) - A  Resubmission Louisville Gas and Eleclric COInPanY 

pchedule Page: 326 Line No.: I Column: b 1 
Market Based Purchase 
bchedule Page: 326 Line No.: I Column: c 

Market Based Purchase 

tariff and/or rate schedule as on file with the Commission. 
Line No.: 2 Column: b _I 2 

Date of Report YearlPeriod of Report I 
(Mo, Da, Yr) 

/ I  zoo7/a4 

E e d u l e  __ - Page. 326 Line No.: 2 Column; c -. J 
(1) FERC-approved tariff and/or rate 

---7 
schedik as on file with the Commission. . ~ _____ .. .- 

(Schedule Page: 326 Line No.: 3 Column: b I 
Market Based Purchase 
bchedule Page: 326 Line No.: 3 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
pchedule Page: 326 Line NO.: 4 Column: b 

bchedule Page: 326 Line No.: 4 Column: c I 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 

Price adjustment for December 2006 transaction. 
bchedule Page: 326 Line No.: 5 Column: b 
Energy imbalance 
(Schedule Page: 326 Line No.: 5 Column: c 
(5)  FERC ElectricTariff, Original Volume NO. 2, Service Agreement No. 255 
bchedule Page: 326 Line No.: 6 Column: b I 
Market Based Purchase 
bchedule Page: 326 Line No.: 6 Column: c 
(1) FERC-approved tariff and/or rate schedule as on file with the Commission. 
bchedule Page: 326 Line No.: 7 Column: b 1 
Market Based Purchase 

Price adjustment for December 2006 transaction. - 

bchedule Page: 326 Line No.: 4 Column: I - 1 

(Schedule Page: 326 Line No.: 7 Column: c I 
(1) FERC-approved tariff and/or rate schedule as on file with the Commission. 
[Schedule ~~ Page: 326 Line No.: 8 Column: b I 
Market Based Purchase 

(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
[Schedule Page: 326 Line No.: 9 Column: b I 
Market Based Purchase 
(Schedule Page: 326 Line No.: 9 Column: c 1 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 

Market Based Purchase 
bchedule P a g d  
(1) FERC-approved tariff andlor rate schedule as on file with the Commission, 
ISchedule Page: 326 Line NO.: I1 Column: b 1 
Market Based Purchase 
bchedule Page: 326 Line No.: I1 Column: c 
(1)fERC-approved tariff andlor rate schedule as on file with the Commission. 

Market Based Purchase 
ISchedule Page: 326 Line No.: 12 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
bchedule Page: 326 Line No.: 13 Column: b 1 
IFERC FORM NO. 1 (ED. 12-87) Page 450.1 

pchedule Page: 326 Line No.: 8 Column: c 7 

-e Page: 326 Line No.: IO Column: b A 

Fhedule Page: 326 Line No.: 12 Column: b I 
I .. 



Name of Respondent 

Louisville Gas and ElscWc Company 

Price adiustment for December 2006 transaction. 
I 

chedule Page: 326 Line No.: 13 Column: c 
!) FERC-approved tariff andlor rate schedule as on file with the Commission. 
kchedole Page: 326 Line No.: 13 Column: I 
Price adjustment for December 2006 transaction. 
/Schedule Page: 326 Line No.: 14 Column: b 
Market Based Purchase 
/Schedule Page: 326 Line No.: 14 Column: c 1 
1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
chedule Page: 326.1 Line No.: I Column: b I 

Energy Imbalance 
[Schedule Page: 326.1 Line No.: I Column: c I 
(3) E.ON U S  L,LC. 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 after) and East 

bchedule Page: 326.1 Line No.: 2 Column: b I 
Market Based Purchase 
ISchedule 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 
Market Based Purchase 
/Schedule Page: 326.1 Line No.: 3 Column: c 
6 Interchange Agreement FERC Schedule No. 33 b- chedule Pa e: 326.1 Line No.: 4 Column: b 

Market Based Purchase 

(7) Interchange Agreement FERC Schedule No. 31 
bchedule 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. 
Fchedule Page: 326.1 Line No.: 6 Column: a 
Louisville Gas and Electric Company and Kentucky Utilities Company are both owned by_E.ON US. LLC. 
bchedule Page: 326.1 Line No.: 6 Column: c 1 
(2) FERC Rate Schedule No. 1. The Power Supply System Agreement. FERC Docket No. ER98-111-000 
bchedule Page: 326.1 Line No.: 7 Column: b 
Market Based Purchase 

chedule Page: 326.1 Line No.: 7 Column: c E) FERC-approved tariff andlor rate schedule as on file with the Commission, 
[Schedule Page: 326.1 Line No.: 8 Column: b 
Market Based Purchase 
ISchedule Page: 326.1 Line No.: 8 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission, 
bchedule Page: 326.1 Line No.: 9 Column: a I 
The Midwest IS0 Contingency Reserve Sharing Group (MISO CRSG) is not a signatory to the CRSG contract, The 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 US, First Energy, GEN-SYS Energy, Great River Energy, Haslings Municipal, Heartland Consumers Power Dist, 
Hoosier Energy R, E C, Hutchinson Utilities Commission, Indianapolis Power & Light Co, Lincoln Electric System. Madison 
Gas 8 Electric. Manitoba Hydro, Michigan Electric Coordinated System, MidAmerican Energy Company, Minnesota 
Municipal Power Agency, Minnesota Power Inc. Minnkota Power Cooperative, Missouri River Energy Services, 
IFERC FORM NO. 1 (ED. 12-87) 

-~ 

Kentucky Power Coop. OATT FERC Electric Tariff Vol. .I Second Rev. - 

J 
[Schedule Page: 326.1 Line No.: 4 Column: c .- 

Page 450.2 

This Report is: Date of Report YearlPeriod of Report 
( 1 ) x A n  Original (Mo, Da, Yr) 
(2) - A  Resubmission / /  2007/04 



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

Louisville Gas and Electric Company (2) - A  Resubrnission / /  

1 
Surplus Power 
bchedule Page: 326.1 Line No.: I O  Column: c 
(8) Purchase of Surplus power pursuant to Intercompany Agreement among OVEC and Sponsoring Companies dated July 

Yeadperiod of Report I 

zoo~/a4 

Market Based Purchase 

(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 
bchedule Page: 326.1 Line No.: 13 Column: b 1 
Market Based Purchase 
{Schedule Page: 326.1 Line No.: 13 Column: c 
(1) FERC-approved tariff and/or rate schedule as on File with the Commission. 
[Schedule Pa@ 326.1 Line No.: 14 Column: b 
Market Based Purchase 
[Schedule Page: 326.1 Line No.: 14 Column: c 1 
(1) FERC-approved tariff and/or rate schedule as on file with the Commission. 

Market Based Purchase 

1) FERC-approved tariff and/or rate schedule as on fiie with the Commission. 

Price adjustment for December 2006 transaction. 
&hedole Page: 326.2 Line No.: 2 Column: c 1 
(1 I :‘ERC-approved tariff and/or rate schedule as on file with the Commission. 
pchedule Page: 326.2 Line No.: 2 Column: I 1 
Price adjustment for December 2006 transaction. 

Market Based Purchase 

(1) FERC-approved tariff and/or rate schedule as on file with the Commission. 

m u l e  Page: 326.1 Line No.: 12 Column: c -1 

bchedule Page: 326.2 Line No.: 1 Column: b __ 

chedule Page: 326.2 Line No.: 1 Column: c 

bchedule Page: 326.2 Line No.: 2 Column: 6 - 

bchedule Page: 326.2 Line No.: 3 Column: b - 
bchedule Page: 326.2 Line No.: 3 Column: c - 

/Schedule Page: 326.2 Line No.: 4 Column: b ~- 

i 

m v  Page 450.3 -7 



Name of Respondent 

LOUISVI~~E Gas and Electric Company 

Market Based Purchase 
ISchedule Page: 326.2 Line No.: 4 Column: c 
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 

Market Based Purchase 
bhedule -- Page: 326.2 Line No.: 5 Column: c 
(I) FERC-approved tariff and/or rate scheduie as on file with the Commission. 
-Page: 326.2 Line No.: 6 Column: b 
Market Based Purchase 
bchedule Page: 326.2 Line No.: 6 Column: c 
(1) FERC-approved tariff and/or rate scheduie as on file with the Commission 

bchedule Page: 326.2 Line No.: 5 Column: b ~~- 

This Report is: Date of Report YearlPeriod of Report 
(1) X An Original (Mo. Da. Yr) 
(2) - A Resubmission / I  2007lQ4 

- 
___ [FERC FORM NO. 1 (ED. 12-87) Pags 450.4 



Date of Report 
(Mo. Oa, Yr) 

Name of Respondent 
Louisville Gas and Electric Company / I  

YearlPeriod ai Report 
End of 2007lQ4 

Payment By 
(Company of Public Authoriiy) 

(a I 

Line 

NO (Footnote Affiliation) 

17 
10 

19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 

Energy Received From Energy Delivered To Statistical 
C I a s s i li - 

(Fwtnole Affiliation) (Fwtnote ARiliation) cation 
(Company of Public Aulhoiity) (Company of Public Authority) 

(bl io1 (d) . .  . .  . .  .I . ~ I  

1 East Kentucky Power Cooperative East Kenlucky Power Cwperative East Kentucky Power Cooperalive FNO 
2 East Kentucky Power Cooperalive Easl Kenlucky Power Cooperative Easl Kentucky Power Cooperative NF 
3 East Kentucky Power CwperallVe East Kentucky Power Cooperalive East Kenlucky Power Cooperalive AD 

4 Indiana Municipal Power Agency indiana Municipal Power Agency MISO and PJM OLF 
5 Illinois Municipal Electric Agency IL Municipal Eleciric Agency Midwest is0 OLF 

I_ 

6LGBETransacl ions Louisville Gas and Electric Co. Various NF 
7 LGBE Transactions Louisville Gas and Electric Co. Various AD 

0 LG&E Transaclions Louisville Gas and Eleclric Co. Various SFP 
9 LGEE Transactions Louisville Gas and Electric Co. Various LFP 

10 Hoosier Energy Midwest IS0 Hoosier Energy FNO 
11 Big Riven Eiectric Corporalion Big Rivers Electric Corporation Big Rivers Electric Corporation NF 

12 Big Rivers Electric Corporation Big Riven Electric Corporatian Big Rivers Electric Corporation A D  

13 Cargill Power Markels, LLC LGEE MISO and PJM NF 
14 Midwest I S 0  Midwest IS0  Midwest IS0  A D  

33 
34 

TOTAL 

FERC FORM NO. 1 (ED. 1240) Page 328 



Date of Report YearIPeriod of Report 
End of 2007lQ4 (1) R A n  Original (Ma. Da. Yr) 

(21 1 7 A  Resubmission I t  

Name of Respondent 
Louisviile Gas and Electric Company 

TRANSFEROFENERGY Line 
MegaWalt Hours MegaWalt Hours No. 

FERC Rate Point of Receipt Point of Delivery Billing 
Schedule of (Subsalation or Other (Subslalion or Other Demand 

Tariff Number Designalion) Designalion) (MW) Received Delivered 

Voi 1 SA 4 Easl Kenlucky Power East Kentu&y Power 51 299,475 290,330 1 

VOI 1 Easl Kenlucky Power East Kentucky Power 170 153 2 
VOl 1 East Kenlucky Power East Kenlucky Power 
Vol 1 SA 3 Trirnbie Co. Unit 1 PJM and MISO 67 477,201 477,281 1 

Vol 1 SA 1 Trimble Co., Unil 1 Midwesl IS0 63 449,956 449,956 ! 

Val 1 Various Various l 

voi I Various Various 

VOI 1 Various Various 26 I 

voi 1 Various Various 17 I 
VOl 1 Midwest E D  Hwsier Energy 6 42,855 42.855 11 
VOl 1 East Kenlucky Power Big Rivers Electric 254 254 1' 

(e) (0 19) (hl (1) 0) 

-- 

I 

VOl 1 Easl Kentucky Power Big Rivers Electric 1: 

VOl 1 LGEE PJM and MISO 3,416 3,311 1: 

NIA Midwest IS0 NIA I' 

I !  

11 

1: 

11 

I! 

21 

2 
2: 
2: 
2. 
2 

- 
- 

7 ,  

5. In column (e), identify the FERC Rate Schedule or Tariff Number, On separate lines, list all FERC rate schedules or contract 
designations under which service, as identified in column (d), is provided 
6., Report receipt and delivery locations for all single contract path, "point to point" transmission service. In column (0, report the 
designation for the substation, or other appropriate identification for where energy was received as specified in the contract In column 
(9) report the designalion for the substation, or other appropnale identification for where energy was delivered as specified in !he 
contract., 
7. Report in column (h) the number of megawatts of billing demand that is specified in the firm transmission service contract., Demand 
reported in column (h) must be in megawatts., Footnote any demand not stated on a megawatts basis and explain. 
8. Report in column (i) and (if the total megawathours received and delivered 

230 

- 
27 
20 

29 
30 
31 
32 
33 
34 

1273,407 1,264,140 

- 
27 
2a 

29 
30 
31 
32 
33 
34 

230 1273,407 1,264;14 





Date of Report 
(Mo. Oa. Vi) 

This Re ort Is: I (1) $An Original 
Name of Respondent 
Louisville Gas and Eleclric Company 121 T I A  Resubmisslon / I  

YearlPeriod of Report 
End of 2007lQ4 

I I I 1 -  

I I I 1 _ 1  

1 3  

1; 

I I  

I! 

21 
2 
2: 
2: 
2. 
2! 
21 

2 
21 
2! 
31 

3 

-- 
____I__ 

-.I_--.. 

-. 

-. 

.1,576,011 

FERC FORM NO. 2 (ED. 22-90) Page 330 

924s472 660,722 3,161,205 



I1 ) X An Oriainal &lo. Da. Yr) 

chedule Pa e: 328 Line No.: I Column: m 
F d o n s i s t s  of East Kentucky Power Cooperative Schedule 1 and Schedule 2 charges I 

. .  ~. . I -  

related to firm transmission. 
Schedule Page: 328 Line No.: 2 Column: m 
Lhe total consists of East Kentucky Power Cooperative Schedule 1 and Schedule 2 charges 
related to firm transmission. 

Amounts were reallocated between Loui.sville Gas and Electric Company and Kentucky 
utilities Company or among the three revenue categories during the third and fourth 
quarters of 2 0 0 7 .  
bchedule Page: 328 Line No.: 3 Column: I 
This amounts consists of the foll.owing two adjustments: 

' 
k S e :  328 Line No.: 3 Column: k P 

-9,662 
2 

-9,660 

The adjustment of - 9 , 6 6 2  is due to an amount owed to East Kentucky Power Cooperative per 
the Settlement of Proceedings in FERC Docket No. ER06-1458. 

The adjustment of 2 is related to the first and second quarters of 200'7.  
reallocated between Louisville Gas and Electric Company and Kentucky Utilities Company or 
among the three revenue categories during the third quarter of 2 0 0 7 .  

!mounts were reallocated between Louisville Gas and Electric Company and Kentucky 
Utilities Company or among the three revenue categories during the third and fourth 
quarters of 2 0 0 7 .  
ISchedule Page: 328 Line No.: 4 Column: m 
Louisville Gas & Electric Company (LG&E) transmits electrici,ty for Indiana Municipal Power 
Agency (IMPA) from Trimble County Unit 1 to the MISO-.LG&E interface o r  the PJM-LG&E 
interface at no cost to IMPA. This agreement was reached between LG&E and IMPA as a 
result of LG&E:'s exit from the MISO. 
ISchedule Page: 328 Line No.: 5 Column: m I 
Louisville Gas & El.ectric Company (LG&E) transmits electricity for 11,linois Municipal 
Electric Agency (IMEA) from Trimhle County Unit 1 to the MISO-LG&E interface or the 
PJM-LG&E interface at no cost to IMEA.. This agreement was reached between LG&E and IMEA 
as a result of LG&E's exit from the MISO. 
/Schedule Page: 328 Line No.: 6 Column: m 
The total consists of schedule 1 and Schedule 2 charges related to various counterparties.' 
[Schedule Page: 328 Line No.: 7 Column: k 
Amounts were reallocated between Louisville Gas and Electric Company and Kentucky 
utilities Company or among the three revenue categories during the-third quarter of 200'7. 
ISchedule Page: 328 Line No.: 7 Column: I 
Amounts were reallocated between Louisville Gas and Electric Company and Kentucky 
Utilities Company or among the three revenue categories during the third quarter of 2 0 0 7 .  
[Schedule Page: 328 Line No.: 7 Column: m 
Amounts were reallocated between Loui.sville Gas and Electric Company and Kentucky 
Uti.lities 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.' 
[Schedule Page: 328 Line No.: 9 Column: m 1 
The total consists of schedule 1 and Schedule 2 charges related to various counterpartie< 
[Schedule Page: 328 Line No.: I O  Column: m 
When Louisville Gas & Electric Company (LG&E) exited from the MISO, the FERC requi.red the ' 
inclusion of Section 15..8 and Attachment E i n  the Company's Open Access Transmission 

Amounts were 

chedule Page: 328 Line No.: 3 Column: m 

I 

1 

chedule Page: 328 Line No.: 8 Column: m 

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



Name of Respondent 

Louisvlile Gas and Eleclnc COmPanY 

Tarrif (OATT). These sections of the OATT state that existing customers of the MISO will 
not be harmed by LG&E's exit from the MISO and will not have to pay an additional M E 0  
pancaked charge for tranmission servi,ces., Hoosier Energy was included in that list of 
existing MISO customers. 
chedule Page: 328 Line No.: I1 Column: m 

!he total consists of Bi 
kchedule Page: 328 Line No.: 12 Column: I 
Amounts were reallocated between Louisville Gas and Electric Company and Kentucky 
utilities Company or among the three revenue categories during the third quarter of 2007. 
[Schedule Page: 328 Line No.: 12 Column: m 
Amounts were reallocated between Louisville Gas and Electric Company and Kentucky 
Utilities Company or among the three revenue categories during the third quarter of 2007. 
bchedule Page: 328 Line No.: 13 Column: m 
The total consists of Cargill Power Markets, LLC Schedule 1 and Schedule 2 charges. 
chedule Page: 328 Line No.: 14 Column: I 

touisville Gas and Electric Company no longer transmits electricity through the MISO, 
however, the MISO continues to make adjustments for previous charges related to the 
transmission of electricity. These adjustments can increase or decrease revenue depending 
on the individual circumstances of the charge being adjust,ed. 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.: 14 Column: m J 
Louisvi,lle Gas and Electric Company no longer transmits electricity through the MISO, 
however, the MISO continues to make adjustments for previous charges related to the 
transmission of electricity, These adjustments can increase or decrease revenue depending 
on the 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. 

J 

Other charges consist of the MISO Schedule 1 and Schedule 2 charges., 

This Report is: Date of Report Yeadperiod of Report 
(1) X An Original (Mo, Da, Yr) 
(2)-A Resubmission / I  20071Q4 

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



This Re ort IS: 
(1) pJrfi.n original 
(2) [-1A Resubmission 

Name of Respondent 
Louisville Gas and Electric Company 

(Including transactions referred to as ’wheeiing”) 

, Le. wheeling or electricity provided by other electric utilities, cooperatives, municipalities, other public 
authorities, qualifying facilities, and others for the quarter. 
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 ail companies or public authorities that provided 
transmission service for the quarter reported 
3. In column (b) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows: 
FNS - F i m  Network Transmission Service for Self, LFP - Long-Tern] Firm Point-to-Point Transmission Reservations. OLF -. Other 
Longlrerm Firm Transmission Service, SFP - Short-Term Firm Point-to- Point Transmission Reservations, NF - Non-Firm Trarismission 
Service, and OS. OtherTransmission Service. See General instructions for definitions of statistical 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), (f) and (9) expenses as shown on bills or vouchers rendered to the respondent. In column (e) report the 
demand charges and in column (9 energy charges related to the amount of energy transferred. On column (9) report the total of all 
other charges on bills or vouchers rendered to the respondent, including any out of period adjustments.. Explain in a footnote all 
components of the amount shown in calumri (g),. Report in column (h) the total charge shown on bills rendered to the respondent. If no 
monetary settlement was made, enter zero in column (h) Provide a footnote explaining the nature of the non-monetary settlement, 

Dale of Report 
(Mo. Da. Yr) End of 2007lQ4 

YearlPeriod of Report 

1 1  

14 
15 
16 

TOTAL 

FERC FORM NO 1/3P (REV. 02-04) 

1,865,531 1,865,539 1,182.542 2,137,231 471,529 3,791.30 

Page 332 



_ _ ~ ~ ~  ~ 

Name of Respondent 

Louisville Gas and Electric COmPanY 

__ 
bchedule Page: 332 Line No.: I Column: g 
Consists of Schedule 1, Schedule 2, Schedule 26 and pass through charges. 
ISchedule Page: 332 Line No.: 2 Column: f 
Includes amounts per FERC Order ER05-273. 

consists of schedule 1, schedule 2, Schedule 26 and pass through charges. 
j S c h e d u l e e :  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 and Electric Company and Kentucky Utilities Company are both owned by E.ON 

I L 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: d 
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 and 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 and 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 throughyear-to-date reclass recorded in the third quarter. 

Consists of Schedule 1, Schedule 2, Schedule 26 and pass through charges. 
bchedule Page: 332 Line No.: 4 Column: a 
Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E..ON 
U.S. LLC. 
/Schedule Page: 332 Line No.: 4 Column: g 
Consists of Schedule 1 and Schedule 2 Charges. 
/Schedule Page: 332 Line No.: 5 Column: a 
Louisville Gas & Electric Company and Kentucky Utilities Company are both owned by E.ON ' 
U.S. LLC. 

chedule Page: 332 Line No.: 5 Column: g 
konsists of Schedule 1 and Schedule 2 Charges. 
ISchedule Page: 332 Line No.: 6 Column: a 
Louisville Gas & Electric Company and Kentucky Uti,lities Company are both owned by E.ON ' 
U . S .  LLC. 

chedule Page: 332 Line No.: 6 Column: g 
konsists of Schedule 1 and Schedule 2 charges. 
kchedole Page: 332 Line0.:7 Column: a 
Louisville Gas h Electric Company and Kentucky Utilities Company are both ovmed by E.oN ' 

/Schedule Page: 332 Line NO.: 2 ColUmn: g - 

chedule Page: 332 Line No.: 3 COlUmn: f 

/Schedule Page: 332 Line No.: 3 Column: g I 

I 

J 

This Report is: Date of Report Year/Perlod ot Report 
( I )  X An Original (Mo. Da, Yr) 
(2) -A Resubmission I /  2007/Q4 





(1) X An Oriainal IMo. Da. Yr) . . _  . . . ,  
Louisville Gas and Electric Company l(2) -A  ReGbrnission I / I  

pchedule Page: 332 Line No.: 7 Column: e I 
Starting in the third quarter of 2007 there was a change in the methodology of the 

20071Q4 

allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas and Electric Company and Kentucky Utilities Company are both owned by E.ON 
U.S. LLC.) and the three expense catesories. This chanse was made retroactive to Januarv - >  

1, 2007 through a year-to-date reclass recorded in the Ehird quarter. 
/Schedule Page: 332 Line No.: 7 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 Comwanv 
(Louisville Gas and Electric Company and Kentucky Gtiiities Company are both owneb b; E.ON 
U.S. LLC.) and the three expense categories. This chanse was made retroactive to Januarv 
1, 2007 through a year-to-date reclasi recorded in the Ehird quarter. 

Consists of Schedule 1 and Schedule 2 charges. /Schedule Page: 332 Line No.; 7 Column: g --7 
Starting in the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Company and Kentueky Utilities Company 
(Louisville Gas and Electric Company and Kentucky Utilities Company are both owned by E.DN 
U.S.. LLC.) and the three expense categories., This change was made retroactive to Januam 
1, 2007 through a year-to-date reclass recorded in the third quarter. 
[Schedule Page: 332 Line No.: 8 Column: f 
Included in PJM non-firm point to Point transmission service is a non-enerqy related -_ 
charge of $69 that is considered "&.her" transmission expense. "Non-firm energy charges" 
includes amounts that were recorded as a non-firm transmission enerav wurchase instead of -_ - 
"other" in the general ledger accounts. 
bchedule Page: 332 Line No.: 8 Column: g 
Consists of Schedule 1, Schedule 2 ,  Schedule 6A, Balance Operating Reserve and Synchronou! 

- Condensing Reserve. 
ISchedule Page: 332 Line No.: IO Column: c 
Starting in the third quarter of 2007 there was a change in the methodology of the 
allocation between Louisville Gas and Electric Companv and Kentuckv Utilities ComDanv 
(Louisville Gas and Electric Company and Kentucky btiiities Cornpan; are both owe; b; E.QN 
U.S. LLC.) and the three exuense cateqories. This chanae was made retroactive to Januarv ..- 
1,  2007 througd year-to-date reclass recorded in the Ehird quarter. 

Startina in the third uuarter of 2007 there was a chanae in the methodolow of the bchedule Page: 332 Line No.: 10 Column: d I 
~- - - -_I 

allocation between Louisville Gas and Electric Company and Kentucky Utilities Company 
(Louisville Gas and 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.: 10 Column: f 
Startinq in the third quarter of 2007 there was a chanqe in the methodoloqv of the 
allocation between Louisville Gas and Electric Company-and Kentucky UtiliEles Company 
(Louisville Gas and 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. 

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





or1 Is: 
T h / ? ) B  An original 

Name of Respondent 
Louisville Gas and Eleclric Company 

(2) u A Resubmission 

Dale of Report 
(Mo. Da, Yr) 

YeadPeriod 01 Report 
End of 2007lQ4 

/ I  

. .  
Desui lion Amount 

(a! - (bf 
Line 
No. 

I Induslv Assodalion Dues 250,379 

2 Nuclear Power Research Expenses 
3 Olher Experimental and General Research Expenses 
4 Pub 8 Olst Info lo Slkhidrs ... expn servicing outslanding Securities 
5 06-1 Expn s=5.000 show purpose, recipient. amount Group if c $5.000 
6 Louisvile Mebo Air Pollution Conlrol Dislrict 47,101 

7 Title Searches 8,403 

5,307 8 Late Payment of Withholding Tax 
8 Miscellaneous Debils and Credits 52,021 

- 

542,359 
_I 

- 
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 

_I 

___I 

- 

FERC FORM NO. 1 IED. 12441 

44 

45 

46 

Pane 335 

- 

905,570 
1 

TOTAL 



This Re ort Is: 

(2) n A  Resubmission 
(1) +j~n Original 

Name of Respondent 
Louisville Gas and Eleclric Company 

i I I 
L A  . .  

DEPREClATiON AND AMORTIZATION OF ELECTRIC PLANT (Account 403.404.405) 

.- (Except amoriization of aquisition adJustments) - 

Dale of Report YearlPeriod of Report 
(Mo, Da. Yr) End of 2007/Q4 
/ /  

1 Report in seclon A for the year tlie amounts for : (b) Depreciation Expense (Accounl403: (c) Depreciation Expense for Asset 
Relremont Costs (Account 403 1; (d) Amortjzation of Limited-Term E1ectr:c P,anl (Account 404); and (e) Amorli7ation of Other E lect r ic  
P.ant (Account 405) 
2 Report in Section 8 tne rates used to compule amortizatiori cnarges lor elecliic plant (Accounts 404 and 405) State the basis u s e d  to 
compute cnarges and wnelher any changes have been made in the uasis or rates used from tho precoding report year. 
3 Report all available information called for in Section C every fifth year oeginriing with report year 1971. reponing annually only changes 
lo columns (c) through (9) from lne complete report of the preceoing year 
Un ess composite deprcclation accoLnting for lolal depreciable plant is lot owed, lisi numerica ly  in column (a) each p ant sJbaccount, 
account or functional classification. as approprtale. lo which a iate is applieo Identify at the Dottoni of Section C the type of plant 
incldded in ariy sub-account used 
In column (b) report all depreciabie plant balances to whicn rates are appiied showing subt0ta.s by functional C.assificalions and showing 
composite total Indicate at the bottom of section C the riianner in which c o l m n  balances are obtained If average balances. state the 
metnod of averagiiig used 
For columns (c), (d). and (e) report availaole information for each p ant smaccamt.  accodnt or funciona ciassification Listed in column 
(a) If plant mortality s t d e s  are prepared to assis1 i r i  estimating averaGo service Lives. show in column (0 the type monality curve 
seiecled as most appropriate for the aCCOUri1 and in COIUmII (9). if availabce. Uie weighted avorage remaining life of surv:virig plant 
composite deprecialon accountng is used, report available information called for in columns (b) through (g) on lhis basis 
4 I f  provisions tor depreciat on were made during tho year in addition to depieciadon provided by application of reporicd rates. state a1 
the DOtlOm of section C the amounls and nature of :he provis:ons and tno plan! items to vrhicri related 

I f  

I A Summaw of Deorecialion ana Amonizaliw Cnaiaes 

Line 
No 

1 

2 

- 
Depreciation Amortization of 

De redation Expense for Asset Limited Term Amortization of 

(Account 403) (Account 403 1) (Account 404) Plant (ACC 405) 
epense Retirement Costs Eleciric Plant Other Eleclric Total Functional Classification 

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

Steam Production Piant 57,306,564 130,464 57,437,04E 

3 Nuclear Production Plant 

4 Hydraulic Productlon PlantConventional 633,117 969 634,lOE . 
5 Hydraulic Prcducllon Plant-Pumped Slorage 

6 Oiher Production Piant 7.421.913 6,732 7.42e,64: 

7 Transmission Plant 5,932.908 171 5,933,072 

6 Dislribulion Pian1 25,304,139 366 25.304.50e 
9 Regional Transmission and Market Operation 

10 General Plant 162,405 162,40: 

11 Common Plan1.Eiectric 5.537.937 26 4,587,972 10,125.g3f: 

12 TOTAL 102,299,003 136,748 4,567.972 lD7.025.72: 

- 

E. Basis forhortization Charges 

Account Rate Plant Balance at 12/31/2007 Amortization 

130200 Fully Amoilized 100 
330200 Fuiiy Amortized 3,108 

330300 20% 20,892.598 4,567,972 



This Re ort Is: 
(1) d A n  Onglnai 

Name of Respondenl 
Loulsville Gas and Electric Company (2) O A  Resubmission 

I C Faclors Used in Esllmallng Depreciation Charges I 

DaiiofReporl ~ ViarlPenod of Repart 
(Mo Da. Yr) End of 2007iQ4 
/ /  

Line VepreciaDle tsOmate0 Net Applied Morlality Average 
No Account No. Plant Base Avg. Service Salvage Depr. rates Curve Remaining 

(In Thousands) Lire (Percent) (Percent) T e  Life 
la) (b) IC) fd) (e) 9) 

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 

49 

50 

~ 
- 

_. _I_ 

_I__ 

____ 

____.._ 

. 

__ 

___I-- 

FERC FORM NO 1 (REV 12-03) Page 337 



This Re ort Is: Date of Report YearlPeriod Of Report 
(1) d A n  Original (Mo, Da, Yr) End of 2007/(14 

Name of ReSpondent 

Louisville Gas and Electric Company (2) C ] A  Resubmission I /  

REGULATORY COMMISSION EXPENSES 

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 
1, 

1, Report particulars (details) of regulatory commission expenses incuried during the current year (or incurred in previous years, i f  
being amortized) relating to format cases before a regulatory body, or cases in which such a body was a party 
2 Report in columns (b) and (c), only the current year's expenses that are not deferred and the current yeat's amortization of amounts r- deferred in Drevious - veais. 

Public Service Commission of Kentucky 
2003 Rate Case. Electnc 11 1.478 11 1,478 
2003 Rate Case - Gas 78,843 78,843 

- 2003 ESM Audit 31,959 31,959 

1 -- 

Description Assessed by Expenses Total Deferre 
Expense for 
Current Year 182.3 a 

in ~ccoud,t Line 
NO Regulatory of 

Commission Utility (bf&k)  Beginning o/Y'ear 
(Furnish name of regulalory COmrnjSSiOn or body the 

docket or case number and a descnplion of lhe case) 

1 Federal Energy Regulatory  commission^ 
2 Annual Charge 545,027 545,027 
3 Administrative Charge, Project #289 162,159 162,159 
A 

32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

46 

.- 

1 

TOTAL 707.186 222.280 929.466 ~- 



This Re art Is: 
(1) &An Original 

Name of Respondent 
Louisville Gas and Electric Company (2) U A  Resubmission 

Date of Report 
(Mo, Da, Yr) 

YearIPeriod of Report 
End of 2007JQ4 

I f  

- 
EXPENSES iNCURRED DURING YEAR 

CURRENTLY CHARGED TO Deferred lo ConIra Amount 

AMORTIZED DURING YEAR 
Deferred in 

Account 182 3 Line 
NO AC uni Amounl Account 182 3 Account End of Year 

0 Department 
(0 (59 (h) 0) 0) (k) (1) 

1 

Efeclnc 928 162,159 3 
Eleclnc I 928 545,027 2 

4 
5 

Eleclric 928 11 1.478 6 
Gas 928 78,843 7 
Electric 928 31,959 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 
42 
42 

~ -~~~~ ~ 

I 

- 

- 

.- 

1 



This Re ort Is: Date of Report 
(1) &An Original (Mo, Da, Yr) 

Name of Respondent 
Louisviile Gas and Electric Company (2) n A  Resubmission i1 

l,, Describe and show below costs incurred and aCCOUnts charged during the year for technological research, development and demonstration (R, D 8 
D) project initiated, conlinued or concluded during the year. Report also support given to others during Ihe year for joinlly-sponsored projecls.(ldentiiy 
reciplent regardless of affiliation.) For any R, D & D work canied with others. show separately Ihe respondent's cost for Ihe year and cost chargeable to 
others (See definilion of research, development, and demonstration in Uniform System of Accounts), 
2. indicate in column (a) the applicable classification. as shown below: 

YearlPeriod of Report 
End of 2007lQ4 

Classifications: 

(1) Generation 
A. Electric R, D 8 D Performed Ifllernally: 

a. hydroelectric 
i. Recreation fish and wiidlife 
ii Other hydroelectric 

b Fossil-fuel steam 
c Internal combustion or gas turbine 
d, Nuclear 
e Unconventional generation 
f. Siting and heat rejecwon 

121 Transmission 

No 

1 
2 
3 
4 
5 
6 

7 
8 
9 
In 

Line I Classification 
(a) (b) 

EPRl B(1) 2007 Participation 
Schmidt Consulting B(4) E.ON Surveys, Market Research and Sludies 

Edison Electric Institute B(2) 
JD Power and Associates B(4) 
Apogee Interactive B(4) Software Subscription 
Guideline B(4) Research Services 
Management Consulting B(4) SME Study Analysis 
Chartwell Inc B(4) Charhvell Research Services 
Other Various 
Tniai cn-1 

Year 2007 UUlity Air Regulatoiy Group fees 
JDP Residential Eleclric Study of Oversample Charges 

a Ovemead 
b Underground 

(3) Dislrlbution 
(4) Regional Transmission and Market Operalion 
(5) Environment (other than equipment) 
(6) Other (Classify and include items in excess of 55,OUO ) 
(7)Total Cost Incurred 

(1) Research Support to the eleclrical Research Council or the Eleclric 
B Electric, R. D & D Performed Externally: 

Power Research lnslihrte 

i Description 

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 
17 

I-. 

- 

I__ 

". 

_I 



Name of Respondent 
Louisviile Gas and Electric Company 

This Re oil Is: Date of Report YearlPeriod of Report 
End of - 2007lQ4 (1) d A n  Original 

12) n A  Resubmission 1 1  
(Ma. Da, Yr) 

FERC FORM NO 1 IED. 12-871 Pane 353 

! 

RESEARCH, DEVELOPMENT, AND DEMONSTRATION ACTiViTlES (Continued) 
I___ 

(2) Research Support lo Edison Electric Institute 
(3) Research Support to Nuclear Power Groups 
(4) Research Support to Others (Classify) 
(5) Tolal Cost Incurred 

3. Include in column (c) all R, D & D items performed internaily and in wlumn (d) those items performed outside the company cosling $5,000 or more, 
brielly describing the specific area of R, D & D (such as safety, corrosion control. pollulion, automation. measurement, insulation. lype of appliance, etc ). 
Group items under $5.000 by classifications and indicale the number of Items grouped Under Olher. (A (6) and B (4)) classify items by type of R. D & D 
activityy. 
4. Show In wlumn (e) lhe account number charged with expenses during Ihe yearor lhe account towhich amounts were capitalized during the year, 
listing Acmunt 107, ConSlNclion Work in Progress. first Show in column (Q b e  amounts relaled lo Ihe account charged in column (e) 
5 Show In wlumn (9) lhe lolal Unamortized accumulating of costs of projects. This lolal musl equal the balance in Account 188. Research, 
Development, and DemonsIralion Expendltures, Outslanding at lhe end of lhe year, 
6., If costs have not been segregated for R. D BD aclivilies or projects. submit estimates for columns (c), (d). and (0 wilh such amounts ldenlified by 
"Est.' 
7. Report separately research and related testing facilities operated by the respondent 

Line 
No. 

401,835 930 401.835 1 
2 101,100 930 101,100 

60,778 921 60.778 3 
40,500 930 40,500 4 
16,750 930 16,750 5 
9,600 930 9,600 E 
8.295 930 8.295 7 
5.248 930 5,248 e 
7,181 930 7.181 

651.287 651,287 I C  

AMOUNTS CHARGED IN CURRENT YEAR Unamortized 
Accumulation 

Costs Incurred fnlernalty costs incurred Externally 
Current Year Current Year Account Amount 

(C) (d) (e) (fl (9) 

- 
- 

E 
~~~~ ~~~~ ~ ~ _ _ _ _ _ _ ~  

11 

12 
13 
14 
I C  

iE 
17 
18 
15 
2c 
21 
22 
23 
24 
2c 
2E 
21 

28 
29 
30 

31 
32 
33 
34 
35 
3E 

- 
"_ 

- 
___ 

I 

- 
--- 



Name of RBspondenl 
Loulsvllle Gas and Electric Company 

I I I I I 
LLI.. -".I.. I"... ~ ...- ,̂  ""> n___ -..* 

;y Re# Is: Date of Report YearlPeriod of R e p o r t  
(Mo. Da. Yr) End of 2007K24 n OrlQinal 

(2) U A  Rssubmlsslon I 1  



Name of Respondent 
Louisville Gas and Electric Company . .~ . .  I \-, I __ 

. 
DISTRIBbTlON OF S A M  ES AND WAGES (Ccnlinmo) I _- 

This Re ort IS: Dale of Report YearlPeriod of Report  
(1) p j A n  Original 
12) n A  RPqiihmiSSiOn I /  

End of 2007IQ4 (Mo, Da, Yr) 

I 63 I Olher Utility Departmenls I I I 

94 
95 
96 

02 
03 
84 
85 
86 
07 
88 
RQ 

I I 
TOTAL Other Acwunts 3,005,071 1 462.310 3,467,389 
TOTAL SAU\RICC ANn WAGFF 1 5fi $A5 n74 17.076.672 73.2 21,943 

I I 
FERC FORM NO. 1 (ED. 12-88) P a m  355 



Name of Respondent 

Louisville Gas and Eleclrio Company 

kchedule Page: 354 Line No.: 70 Column: b 

This Report is: Dale of Report YearlPeriod of Report I 
(1) &An Original (Mo, Da, Yr) j 
(2) - A  Resubmission / /  2007/Q4 

Common Utility Plant 
bchedule Page: 354 Line No.: 75 Column: b 
Common Utility Plant 

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



m e  of Respondent 
uisville Gas and Electric 

This Report Is: 
(1) An Original 
(2) 0 AResubmission 

Company 
Date of Report 
(Ma, Da, Yr) 

YearJPeriod of Repori 

End of 2007lQ4 / I  
- _. 1 I 

.- 
COMMON UTILITY PLAiuT AND EXPENSES 

Describe the proporty carried in the ublity's accomts as wmmon util:ty plant and Show the Dook cos! of sucn plant at eno of year classified DY 
m n l s  as prov'ded by Plant lnSlNCtion 13. Common Utitiry Planl. of lhe llnilonn System of Acwunls Also show me alloution of such planl cosls to 
, respect ve deparlrnents using the common ullllty plant and explain the bass of allomlion used, g.vlng the allmalion facton 
Furnish the amumu ated provisions for deprecation and amOliLation at end 01 year. showing the amOJnts and c assllicat.ons 01 such accurnjtaled 
)visions. and amounts a localed to ut:llly de?ar(ments using the Common ut I ly planl lo wttlcn such accmulalerl provisions relate. inclLd.ng 
itanation of basts of aliotatlon and faclors Lsed 
Give tor the year the expenses of operauon. malnlenanco. rBni5. depredalion. and amonizal.on for common utility plant cassired by accounts as 
Wded by Ine Unlfom Syslem of Acwdnts Show b e  altocation of such exeenses to the departments using Ihe wmmon utiilty plant lo lhnich such 
lenses are related Explain Ine basis Of alloutton used and give Ine laclois of allocation 
Give dale of approval oy lne Cornmission lor Lse of the common ut lily planl classificalion an0 reference lo order of the Commission 01 other 
ttiorizallon 

I__ - 

(1) see attached sheet. page 356.1 

(2) see attached sheet, Page 356,,1 

(3) Depreciation . Electric $5,537.963; Gas $1,952,047.. Amortization - Electric $4,587,972; Gas $1,611,990 

Common Utility expense accounts are not maintained. but such expenses are allocated to Electric and Gas 
Departments as follows: 

customer Accounts Expenses (excluding for uncollectable accounts) 

Allocated hetween departments based on average number of Customers oervcd by each department for the 
year ending December 31, 2006 

cuStomeL- Service and Infomatianal Expenses 

Allocated between departments based on gross revenues from ultimate Consumers by departments for the 
twelve month period 

Administrative and General Expenses 

The administrative and general expenses are allocated on the hasis of total direct costs 

(4) The property original Cost studies made pursuant to the Unifan System of Accounts included a separate 
classification Cor Common Utility Plant. Orders were issued in connection with such studies by public 
Service Commission of Kentucky on September 16, 1941, end January 5, 1945, and the Federal Power Commission 
on December 15. 1944. 

FERC FORM NO. 1 (ED. 12-87) Page 356 



arne of Respondent I This Report Is: I Date of Report I Yeadperiod of Repor t  
(Mo, Da, Yr) wisville Gas and Electric Company (1) An Original 

End of , 2a07'a4 I " (2) c] AResubrnission 
I I 

COMMON UTILITY PLANT AND EXPENSES 

Descdbe h e  property carried In h e  utility's accounts as common utiiity plant and show h e  book cost of such plant at end of year classified by 
:counts as provided by Plant inslrucbn 13, Common Utility Plant. of the Uniform Syslem of Accounls. Also show the allocation of such plant costs to 
a respective departments using the common utillty pian! and explain the basis 01 allocation used, giving h e  allocation factors. 
Fumlsh lhe accumulated provislons lor depreciatlon and amortization at end of year. showing the amounts and classillcalions of such accumulated 

ovisions, and amounts allocated Io utility departments using the Common utility plant to which such accumulated provisions relate. including 
planation of basis of allocation and {actors used 
Give for h e  year the expenses of operation. rnalntenance. Ents. depreciation. and arnorlizalion for common utility plant classified by accounts as 

ovided by the Uniform System of Accounts Show Ihe allOcallOn of such expenses to h e  departments using the common ulilily plant to which such 
:pens= are related. Explain the basis of allocation used and give the factors of aliocation. 

tthonzation. 
Give date of approval by h e  Commission for use of the common utility plant classillcation and reference to order of b e  Commission or other 

.- 

Common Utility Plat (1) 

Allocation to utility Department 12) 

Electric '74% Gas 26% _ _ _ _ _ _ _ _ _ _ _ _  _ _ "  .--_-- 

ACCOUnt 101 

Intangible Plant 

3 0 1  Organization 
302 Franchises and Consents 
303 Miscellaneous Intangible Plant 

Total Intangible Plant 

General Plant 

389 Land and Land rights 
390 Structures and Improvements 
391 Office Furniture and Equipment 
392 Transportation Equipment 
393 Stores Equipment 
394 Tools, Shop and Garage Equipment 
395 Laboratory Equipment 
396 Power Operated Equipment 
397 Communication Equipment 
398 Miscellaneous Equipment 
399 rmo Common Plant 

'rota1 Common Plant 

Total Account5 101 
Account 107 

Total common utility Plant 

Accumulated Provision fox Depreciation of Common Utility Plant 
Balance at end of year $59,215,570 $20,005,471 

...__._.___ --________. ==.*======E 

Balance 
End of Year 

$ 0 3 ,  782 

4 .200 

28.233.241 
._.__._.____... 
$ 20,321,223 .__________.--- 

$ 1,094,039 

61,641,731 

38,704,215 

147.003 

1 ,200 .453  

3.636.099 

22,282 

272.462 

41.3 79.624 

594,390 

3,135 
______.___.__ 

$ 149,510,913 
.______.______ 

$ 177,032,136 
20,559,694 

FERC FORM NO. I (ED,. 12-87) Page 356.1 



Name of Respondent 
Louisvilie Gas and Electric Company 

Describe Ihe proper& carried in !he utility's acwunls as common utility plant and show the book cast of such plant at end of year classified by 
:counts as provided by Plan1 Inslruction 13, Common Utility Plant, of the Uniform System of Accounls Also show the allocation of such plant costs to 
e respeclive departmenls using the common utility piant and explain !he basis of allocation used, giving the allocalion faclors 

ovisions. and amounls allocaled to utility departmenls using !he Common utility plant lo which such accumulated provisions relate. including 
planation of basis of allocation and faclors used 
Give for the year the expenses of operation, maintenance. rents. deprecialion. and amortization for common utility piant classilied by accounts as 

ovided by the Uniform Syslem of Accounts Show !he ailocalion of such expenses lo the departmenls using !he common ullllty plant IO which such 
:penses are related. Explain !he basis of allocation used and give the factors ofallocation. 

ithorizaUon 

Furnish !he accumulated provisions for depreciation and amoitizalion at end of year, showing !he amounb and classifications of such accumulated 

Give date of approval by the Commission for use of the common utility plant classification and reference lo order of !he Commission or other 

This Report Is: Date of Report Yeadperiod of Reporl 
(1) An Original (Mo, Da, Yr) 

End of 2007/Q4 (2) AResubmission I /  

(1) Common plant consists of land, StmCtureS and equipment of e general nature used by all departments not 
specifically assignable to one department, and includes offices, storerooms. communication, transportation, 
and work equipment, etc 

(2)  Based on estimated usage by departments 

FERC FORM NO.. i (ED. 12-87) Page 356.2 



This Re or1 Is: 
(11 & ~ n  Original 

Date of Report 
(Ma, Da, Yr) 

Name a i  Respondent 
Louisville Gas and Electric Company (2) O A  Resubmission I /  

YearIPeriod o i  Report 
End of 2007lQ4 

- 

5 Ancillary Services 
6 Other llerns (iist separately) 
7 
8 
9 
10 
11 
12 

13 I_ 

14 
15 
16 
17 
18 
19 
20 
21 

I_ 

-~ - 

I_ 

22 I 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 
41 
42 
43 

_I 

__. 
44 
45 

46 TOTAL 11,776.286 

FFRC FORM NO <IS& 1NEW.. 12-051 Paae 

13,199,504 14.578.138 24,120.488 

397 



Name of Respondent 

Louisville Gas  and Eleclric Company 

ISchedule Page: 397 Line No.: 2 Column: b 1 
The amount reflects transactions recorded in accordance with Louisville Gas and Electric Company's Power Supply 
System Agreement with Kentucky Utilities 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 wouid have been 
$136,558. 

The amount reflects transactions recorded in accordance with Louisville Gas and Electric Company's Power Supply 
System Agreement with Kentucky Lltiiities 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 
$274,868. 
bchedule Page: 397 Line No.: 2 Column: d 
The amount reflects transactions recorded in accordance with Louisville Gas and Electric Company's Power Supply 
System Agreement with Kentucky Utilities 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 wouid have been 
$751,540. 
bchedulePage: 397 Line No.: 2 Column: e 
The amount reflects transactions recorded in accordance with Louisville Gas and Electric Company's Power Supply 
System Agreement with Kentucky Utilities 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 
SUDD~V System Agreement. the purchase amount recorded in accordance with FERC Order No., 668-A would have been 

ISchedule Page: 397 Line No.: 2 Column: c - 
_. - 

This Report is: Date of Report YearlPeriod of Report 
( . 1 )  g An Original (Mo, Da, Yr) 
(2) - A  Resubmission / /  2007/614 

$ 1  :1'56,9?5. 
- 

ISchedule Page: 397 Line No.: 3 Column: b 
The amount reflects transactions recorded in accordance with Louisville Gas and Electric Company's Power Supply 
System Agreement with Kentucky Utilities Company, as approved by the Kentucky Public Service Commission in October 
1997. in which ourchases and sales are calculated based on ioint dlsDatch of the Comoanies' units. Such calculations do 
not dkinguish 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 
$ I  1,696,092. ___- 
bchedule Page: 397 Line No.: 3 Column: c 1 
The amount reflects transactions recorded in accordance with Louisville Gas and Electric Comoanv's Power Suoolv 
System Agreement with Kentucky Utilities Company, as approved by the Kentucky Public Service kommission ;;n'6ctober 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calcuialions do 
not distinguish between purchases and sales made in the nay 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 
$12,938,282. 
bchedule Page: 397 Line No.: 3 Column: d 
The amount reflects transactions recorded in accordance with Louisville Gas and Electric Company's Power Supply 
Svstem Aoreement with Kentuckv Utilities Comoanv. as aooroved bv the Kentuckv Public Service Commission in October . . . . - -.  
1697, in ih ich  purchases and saies are calculatedbased'on joint dkpatch of the kompanies' 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-Awould have been 
$13,835,255. 
/Schedule Page: 397 Line No.: 3 Column: e 
The amount reflects transactions recorded in accordance with Louisville Gas and Electric Company's Power Supply 
System Agreement with Kentucky Lltilities 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 





Nameof Respondent This Report is: 
(1 )  & An Original 

Louisville Gas and Electric COmPanY (2) -A Resubmission 

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

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

/ /  2007/Q4 



This Re orl Is: 
(‘I) dAn Original 

Date of Repori 
(Ma, Da, Yr) 

#me of Respondent 
iuisville Gas and Eleclric Company (2) [ 1 A  Resubmission I t  

;pondents Open Access ‘Transmission Tariff 

columns for usage, report usage-related billing determinant and the unit of measure 

i On line 1 columns (b), (c), (d). (e). (0 and (9) report the amount of ancillary services purchased and sold during the year. 

i On line 2 columns (b) (c), (d), (e), (9, and (g) report the amount of reactive supply and voltage control services purchased a n d  sold 
ring the year. 

) On line 3 columns (b) (c), (d). (e), (0, and (9) report the amount of regulation and frequency response services purchased a n d  sold 
,ring the year,. 

) On line 4 columns (b), (c), (d), (e). ( f ) ,  and (9) report the amount of energy imbalance services purchased and sold during l h e  year. 

) On lines 5 and 6, coiumns (b). (c). (d). (e) ,  (f), and (9) report the amount of operating reserve spinning and supplement services 
irchased and sold during Uie period. 

) On line 7 columns (b), (c), (d), (e) ,  ( f ) ,  and (g) report the total amount of all other types anciliary servicfs purchased or sold dur ing 
e year Include in a footnote and specify the amount for each type of other ancillary service provided. 

YearlPeriod of Report 
End of 2007lQ4 

F Type of Ancillary Service 

. _”.”. 
8 Total (Lines 1 lhru 7) 

I 
__ 

Amount Purchased for the Year Amount Sold foi Ihe Year 

Usage. F 

Number of Unils 
(b) 

1,859.891 

1.859.891 

usage. 

i ~ ( ~ ~ ~ ~ i n ~ ~  1 (e) 
Measure Dollars Number of Units 

25,937 1,273.40) 

VH 412,296 1,273,401 

Unit of 

I 

!lated Billing 
Unit of 

Measure 

(0 
IWH 

IWH 

I- 

erminant 

Dollars 

(SI 
32.59 

628,12 

660,72 

FERC FORM NO. 1 (New 2-04) Page 398 



- 
Name of Respondent This Report is: Dale of Report 

(Mo, Da, Yr) (1) X An Original 

/Schedule Page: 398 Line No.: 7 Column: b I 
Amounts a re  not associated with number of un i t s  o r  a u n i t  of measure. 
[Schedule Page; 398 Line No.: 7 Column: d 1 
Non.-fi.rm Transmissi,on Energy Purchase $ 69 
Black S t a r t  Service 76 

YearlPeriod of Report 

T o t a l  $ 145 

Louisville Gas and Electrlc COmPanY 

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

(2) -A Resubmission / /  2007/Q4 





Date of Report 
(Mo. Da. Yr) 

imission 

Name of Responden1 
Louisville Gas and Eleclric Company 

This Re ort Is: 
(1) $AnOdgi--' 
(2) D A R e s u t  

Line Monthly Peak 
No Monlh MW -Total 

FERC FORM NO. 113-Q (NEW 07-04) 

Day of Hourof FirmNeWork FirmNeWork LongTerm Firm Olhertong. Shwt-Ten Firm Olher 

Peak Peak OUlers Reservalions Service ReseNalion 
MonUlly Monlhty Service IorSeif Sewice lor Point.to.poinl TermFirm Point-to.poinl SeMR 

Page 400 



Name of Respondent 

Louisville Gas and Electric Company 

chedule Page: 400 Line No.: 1 Column: b 
!,e53 was previously reported, which excluded short-term reservations and other service. ' 
such amounts wexe added based on the January 18. 2008 NOPR (Docket RMOB-5-000) which 
provided clarity that this data should allow for the calculation of rates. 
previously reported for long-term reservations have been adjusted. 

Also, amounts 
Please see footnotes 

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

in column (9). 
/Schedule Page: 400 Line NO.: I Column: f 
61 was previously reported, based on generation data available at the time to calculate 

' 
load. 

!?30 was previously reported, which represented only reservations for Indiana Municipal 
Power Agency (IMPA) of 67 MW and for Illinois Municipal Electric Agency (IMEA) of 6 3  MW. 
bchedule Page: 400 Line No.: 7' 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 

chedule Page: 400 Line No.: 7' Column: g 

rates. 
Fchedule Pa e: 400 Line No.: 2 Column: b 
1,945 was 5' 
such amounts were 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. 
previously reported for long-term reservations have been adjusted. 
in column (9). 

1.30 was previously reported, which represented only reservations for Indiana Municipal 
Power Agency (IMPA) of 67 MW and for Illinois Municipal Electric Agency (IMEA) of 63 MW. 
bchedule Page: 400 Line No.: 2 Column: i 
zero was previously reported. Amount added based on the January 18, Z O O 8  NOPR (Docket 
RMO8-5-000) which provided clarity that this data should allow for the calculation of 
rates. 
[Schedule Page: 400 Line No.: 3 Column: b 
1,646 was previously reported, which excluded short-term reservations and other service. ' 
Such amounts were added based on the January 18, 2008 NOPR (Docket RMOB-5-000) which 
provided clarity that this data should allow for the calculation of rates. 
previously reported for long-term reservations have been adjusted.. 
in column (9). 

130 was previously reported, which represented only reservations for Indiana Municipal 
Power Agency (IMPA) of 6 7  MW and for Illinois Municipal Electric Agency (IMEA) of 6 3  MW. 

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.: 5 Column: b 
1,989 was previously reported, which excluded short-term reservations and other service. ' 
Such amounts were added based on the January 1 8 ,  2008 NOPR (Docket RM08-5-000) which 
provided clarity that this data should allow for the calculation of rates. 
previously reported for long-term reservations have been adjusted.. 

Also, amounts 
Please see footnotes 

bchedule Page: 400 Line No.: 2 Column: g --I 

Also, amounts 
Please see footnotes 

b-e: 400 Line NO.: 3 Column: g 

bchedule Page: 400 Line No.: 3 Column: i - 
Also, amounts 

Please see footnotes 
in column (9). 

49 was previously reported, based on generation data available at the time to calculate 
ISchedule Page: 400 Line No.: 5 Column: f 7 

. 
load. 
schedule Page: 400 Line No.: 5 Column: g I 
130 was previously reported, which represented only reservations for Indiana Municipal ( 
power Agency (IMPA) of 6 7  MW and for Illinois Municipal Electric Agency (IMEP.) of 63 MW. 
/Schedule Page: 400 Line No.: 5 ColUmn: i 
Zero was Dreviouslv reported Amount added based on the January 18, 2008  NOPR (Docket 
IFERC FORM NO. 1 (ED. 12-87) Page 450.1 



Name of Respondent 

Louisville Gas and Electric Company 

rates. 
ISchedule Page: 400 Line No.: 6 Column: b 
2,393 was previously reported, which excluded short-term reservations and other serrvice. I 

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

such amounts were added based on the January 18, 2 0 0 8  NOPR (Docket moa-5-000)  which 
provided clarity that this data should allow for the calculation of rates. 
previously reported for long-term reservations have been adjusted.. 
in column (9). 
bchedule Page: 400 Line No.: 6 Column: f 
54 was previously reported, based on generation data available at the time to calculate 

Also, amounts 
Please see footnotes ' 

load. 
bchedule Page: 400 Line No.: 6 Column: g 
130 was p r e v i o u s l y r e p r e s e n t e d  only reservations for Indiana Municipal 
Power Agency (IMPA) of 67 MW and for Illinois Municipal Electric Agency (IMEA) of 63 MW. 
!$chedule Page: 400 Line No.: 6 Column: i 
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 che calculation of 

1 

rates. 
phedule Page: 400 Line No.: 7 Column: b 
2,513 was previously reported, which excluded short-term reservations and other service. 
Such amounts were added based on the January 18, 2008 NOPR (Docket RMOB-5-000) which 
provided clarity that this data should allow for the calculation of rates. 
previously reported for long-term reservations have been adjusted. 

Also, amounts 
Please see footnotes 

in column (9). 
bchedule Page: 400 Line No.: 7 Column: f 
55 was previously reported, based on generation data available at the time to calculate 
load. ___ 
bchedule Page: 400 Line No.: 7 Column: g 
130 was pre-epresented only reservations fos Indiana Municipal 
Power Agency (INPA) of 67 MW and for Illinois Municipal Electric Agency (IMEA) of 6 3  MW 

Zero was previously reported. Amount added based on the January 1 8 ,  2008  NOPR (Docket 
RMO8-5-000) which provided clarity tbat this data should allow for che calculation of 

[Schedule Page: 400 Line No.: 7 Column: i 7 
rates. 
ISchedule Page: 400 Line No.: 9 Column: b 
2 , 6 1 3  was previously reported, which excluded short-term reservations and other service. ' 
such 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. 
Drevi.ouslv reported for long-term reservations have been adiusted. Please see footnotes 

Also, amounts 
~ 

... .. ~- --I .- 
in colum_l_!gL.-._. __-._ 

[~h~du/eePager 400 Line No.: 9 Column: g __ 
130 was Dreviouslv reported. which represented onlv reservations for  Tndiana Municipal 
Power Agkncy (IMPA) oi 67 MW and for Illinois Municipal Electric Agency (IMEA) of 63 MW. 
bchedule Page: 400 Line No.: 9 Column: i 
Zero was Drevioilslv reported.. Amount added based on the Januarv la, 2008 NOPR (Docket . -  .~ 
RIi08-5-00h) which provided clarity that this data should allow :or the calculation of 

.- rates. 
!Schedule Page: 400 Line-Nx.:.IO- Column: b 
2.870 was ~reviouslv reported, which excluded short-term reservations and other senice 

-.___--__ 

such amoun'ts 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. 
previously reported for long-term reservations have been adjusted. 
in column (g). 
bchedule Page: 400 Line- 1 
130 was previously reported, which represented only reservations for Indiana Municipal 
Power Agency (IMPA) of 67 MW and for Illinois Municipal Electric Agency (IMEA) of 63 MW. 
[Schedule Page: 400 Line No.: I O  Column: i I 
[FERC FORM NO. 1 (ED. 12-87) Page 450.2 1 

Also, amounts 
Please see footnotes 





This Report is: 
(1) li An Original 

Louisville Gas and Eleclric CornpanY 1(2) -A Resubmission I / I  I 2007/Q4 
FOOTNOTE DATA 

Date of Report Year/Period of Report 
(Mo, Da, Yr) 

Zero 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 

-. .- . . . . - .- ___ . . rates ._ . 
'Schedule Page: 400 Line No.: 11 Column: b 
2.608 was DrcviOUSlV reported, which excluded short-term reservations and other service 

-~ ._J 
.~ 
L.-- -_ ___ 
s k h  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. 
ppreviously reported for long-term reservations have been adjusted. 

Also, amounts 
Please see footnotes 

in column- (g): 
bchedule Page: 400 Line No.: 11 Column: f 
66 was previously reported, based on generation data available at the time to calculate 

' 
load. 

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 .. 

IScbedule Page: 400 Line No.: 11 Column: i Il 

IFERC FORM NO. 1 (ED. 12-87) Pago 450.3 



This Re ort Is: 
(1)  PA" Original Dale (Mo. Da. o i  Reporl Yr) Name of Respondent 

Louisville Gas and Eleclric Company (2) 0 A  Resubmission / I  

! item MegaWalt Hours 

fbl 

YearlPeriod of Report 
End of 2007lQ4 

4 Nuclear 
5 Hydro-Conventional 140,996 

6 Hydro-Pumped StOWe 
7 Olher 351,871 

8 Less Energy for PumPlng 
1 Generalion (Enler Total of IineS 3 17,243,684 

csived 
livered 31.01t 

I Exchanges (Line 12 mlnus line 13) 3.68f 

anemission For Olher (Wheelins) - 
celved 1273.40i 
!livered 1,264,141 

!t Transmission for Olher (Line 16 minus 9,Zti 
I 

e 17) 
ansmission By Olhers Losses 

)TAL (Enter Total of lines 9, 1% 14, 18 19,604,561 

ie I llern 

lnterdepaitmental Sales) 

23/Requiremenls Sales for Resale (See 

I 
28 TOTAL (Enter Total of Lines 22Through 

27)  (MUST EQUAL LINE 20) 

__.- 

6,186,040 

1,133 
135.715 

623,846 

19.604.568 

FERC FORM NO.. 1 (ED. 12-90) Page 401a 



This Re ort Is: Date of Report 
(1) $An Original (Mo. Da. Yr) 

Name of Respondent 

Louisville Gas and Eleclric Company (2) U A  Resubmission 1 1  

YearlPeriod of Report 
End of 2007/Q4 

Monlhiy Non.Requimenls 
Line Sales lor Resale 8 
NO. Monlh Tolal Monthly Energy Associated Losses 

MONTHLY PEAK 
Megawatls (See inslr. 4) I Day of Monlh Hour 

19,604,5581 6.18 - 1 411 TOTAL I 

(a) (b) (C) (6) (e) (0 
29 January 1,992.790 938,626 1.837 30 08:OO PM 

30 February 1,695,845 675.378 1.885 5 08:OO PM 

31 March 1,621,706 637,241 1,680 26 03:OO PM'- 

32 April 1,391,532 450,103 1,942 30 0500 PM 

Paor! 401b 

34 
35 
36 

37 
38 
39 
40 

...-, 
~ 

June 1.642.870 406.624 2,477 26 WOO PM 

July 1,703,653 402,887 2,549 19 03:00 PM 

August 1,625,276 292,625 2.834 16 0300 PM 

September 1.476.993 271,915 2,579 5 04.00 PM 
1.458.034 444,396 2.339 8 04:00 PM October 

November 1,434,252 460.183 1,615 15 07:00 PM 
December 1,743,808 710,534 1.777 5 07:00 PM 

_ _ ~  



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

Name of Respondent 
Louisville Gas and EIeclric Company 

I 1_1 I I 
STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants) 

I. Report data for plant in Service only. 
thls page gas-turbine and internal combustion plants of 10,000 Kw or more, and nuclear plants. 3. Indicate by a footnote any plant leased or operated 
as a joint facility 
more than one plant, report on line 11 the approximate average number of employees assignable to each plant 6 If gas is used and purchased on a 
therm basis report the Blu content or the gas and the quantity of fuel burned converted to Mct 7 Quantities of fuel burned (Line 38) and average cast 
per unit of fuel burned (Une 41) must be consislent with charges lo expense accounts 501 and 547 (Line 42) as show an Line 20. 8. If more than one 

i fuel is burned In a plant furnlsh only the composite heat rate for all fuels burned 

2, Large plan& are steam plants with installed capacity (name plate rating) of 25.000 Kw or more Reporl in 

4 .  If net peak demand for 60 mlnuies is not available, give data which Is available, specifying period 5 If any employees at tend 

Date of Report 
(Mo, Da. Yr) 

Yeadperiod of Report 
End of 2007iQ4 / i  

Plant Plant 
Name: Mi// Creek Name: Cane Run 

(b) (C) 



Name of Respondent 
Louisville Gas and Electric Company 

i 
I 

(Large Planls)(Conlmuod) 

9 11ems under Cost 01 Plant arc base0 on 11 S of A Accounts Production expenses do not Inc ude Purchased Poser. Syslem Control an0 Load 
Dispatching, and Other Expenses Classired as Olher Power Supply Expenses 10 For IC and GT plants. iepon Operating Expenses. Account Nos 
547 and 549 on Line 25 'E ectnc Expenses.'and Mainlenance Accovnl Nos 553 and 554 on Lme 32. "Mainlenance of Elecbic Plant " ndicatc olank 

This Re 011 Is: Date of Report YearlPeriod of Report 
(1) d.1 Original (Mo, Da. Yr) 

End of 2007/Q4 (2) n A  Resubmission / I  

designed for peak load service Designate automatically operated plants. 11, For a plant equippedwith combinations of fossil fuel steam. nuclear 
steam. hydro, Internal combustion or gas-turbine equipment. report each as a Separate plant. However, if a gas-turbine unit functions in a wmbioed 
cycle operation with a conventional steam unit. include the gas-turbine with the steam plant, 12. I f  a nuclear power generating plant. briefly explain by 
footnote (a) accounung method for cost of power generated including any excess costs attributed to research and development: (b) types oi cost units 
used for the various components of fuel cost; and (c) any other informative data CQnCeming plant type fuel used, fuel enrichment type and quantity for the 

e: CaneRunC 

FFRC FORM NO 1 lRFV 12-nR> Pane 403 



This Re ort Is: 
(1) d A n  Onginai 

Date of Report 
(Ma. Da, Yr) 

Name of Respondent 

Louisviile Gas and Electric Company (2) I 1 A  Resubmisslon / /  
1 ' '  u I I 

STEAM.ELECTRIC GENERATING PLANT STATISTICS (Large Plants) (Continued) 
for plant in Service only. 2. Large plants ara steam plants with installed capacity (name piate raUng) of 25,000 Kw or more Report in 

this page gas-turbine and Internal combustion plants of 10,000 KW or more, and nuclear plants. 
as a joint facility,, 
more lhan one plant, report on line 11 the approximate avemge number of employees assignable to each plant 
therm basis report the Etu content of the gas and the quantity of fuel burned converted to Mct 
per unit of fuel burned (Line 41) must be consistent with charges lo expense acwunts 501 and 547 (Line 42) as show on t h e  20 
fuel is burned in a plant furnish only the composite heal rate for all fuels burned. 

3, Indicate by a faatnote any plant leased or operated 

6. If gas is used and purchased on a 
7,. Quantities of fuel burned (tine 38) and average cost 

8 If more lhan one 

4. If net peak demand for 60 minutes is not available. give data which is available. specifying period 5. If any employees attend 

Year/Period of Report 

End of 2007IQ4 



Name of Respondent 
Louisville Gas and Electric Company I 

11452996 

0 
I 1  1510246 

271.9762 
0 

21829178 

ioon491 17 

n 

I $is R z i r t  Is: 
n Original 

(2) n A  Resubmission 

n 0 1. 
0 0 1  

78907 0 11 
120033 0 1  
n.oooo 0.0000 1, 

0 0 1' 
0 0 2  

- 

n n 9  

Oak of Report 
(Mo. Oa. Yr) 
/ I  

0 
0 
0 

335141 
412 

0 
0 
0 
0 
n 

224583 
0 

22388490 
0,0890 

- 

-. 
~~~~~~ ~~~ 

Gas 
rncf 

~~ ~ ~~~~ 

0 2820675 0 
n 1025 n 
0.000 7.739 0.000 
0.000 7.739 0.000 
0.000 7.550 o.wo 
n.ooo 0.087 0.000 
n.ooo 11490.000 0.000 

YearlPeriod of Report 

End of 2007/Q4 

0 0 2  
0 0 2  
0 0 2  
0 0 2  
6 0 2  

1188 0 2  
0 2  0 

0 0 2  
48269 0 3  

0 0 3  
7812 0 3  

n 0 3  
57275 0 3  
0.0000 0.0000 3 

3 
3 

0 0 0 0 n 0 3 
n 0 0 n n 0 3 
0.000 o.oon n.ono 0.000 0.000 0.000 4 
0.000 o.ono o.ono 0.000 0.000 0.000 4 
o.non o.oon 0.000 n.ooo 0.000 0.000 4 
0.000 0.000 o.ono n.ooo n.oon o.ono 4 
0.000 0.000 n.noo n.ooo o.oon 0.000 4 

- 

- 
~~ ~~~ 

I I 

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Planls)(Conlinued) 
I 

9, Items under Cost 01 Plant are based on U S of A, Accounts Production expenses do not Include Purchased Power, System Control and Load  
Oispalching, and awr Ewenses ClassiRed as O h r  Power Supply Expenses. in  For IC and G i  plants. report Operating Expenses. Account NOS. 
547 and 549 on Line 25 "Electric Expenses.' and Maintenance Account NOS. 553 and 554 on Line 32, "Maintenance of Elecblc Plant," lndicale plank 
designed for peak load service., Designate automatically operated plank. 11. For a plant equipped with combinations of fossil fuel slsam, nuclear 
steam, hydro, internal cambustion or gas-turbine equipment, report each as a separate plant, However, if a gas-lurbine unit functions in a combined 
cycle operation with a wnvenlional steam unit, include the gasdurbine with the steam plant,, 
foolnote (a) accounting r n e h d  for cost of power generaied including any excess cosls attributed to research and development: (b) types of cost units 
used for Ihe various components of fuel cost and (c) any orher infOimatlVa dah concerning plant type fuel used, fuel enrichment type and quantity for th( 
report period and other physical and operating characteristics of plant. 
Plant Plant Plant 
Name: Trirnble CoUnlY CT Name: Name: 

12., If a nuclear power generating plant, briefly explain by 

FERC FORM NO. I (REV. 12-03) P a w  403.1 



This Re orl Is: 
(1) d A n  original 
121 n A  Resubmission 

Name 01 Respondent 
Louisville Gas and Electric Company End of 2007lQ4 

Date of Report 
(Mo. Da. Yr) 

I /  
U . .  

I I 
STEAMELECTRiC GENERATING PLANT STATiSTiCS (Large Plants) (Continued) 

1, Report data for plant in Seivlce only. 2. Large plants are steam plants with inslalled capacity (name plate rating) 0125.000 Kw or more, Repor l  in 
this page gas-turbine and internal combustion PIantS of 10,000 Uw or more, and nudear plants 
as a Joint facility 
more than one plant, reporl on line 11 the approximate average number of employees assignable to each plant 
therm basis report the Blu wntent or the gas and the quantity of fuel burned conveiled to Mct 
per unit of fuel burned (Line 41) must be wnslstent with charges to expense acwunls 501 and 547 (Llne 42) as show on Line 20. 
fuel is burned in a piant furnish only the wmpsite heat rate for all luels burned 

3. Indicate by a footnote any piant leased or operated 

6. If gas is used and purchased on a 
7. Quantities of fuel burned (tine 38) and average cost 

8. IF more than one 

4,. If net peak demand lor 60 minutes is not available. give data which is available. specilying period. 5,. i f  any employees at tend 

Llne item Plan1 Plant 
NO Name: Name: 

(a) (b) (C) 

1 Kind of Piant (Internal Comb, Gas Tu*. Nuclear 
2 Type of Constr (Conventional. Outdoor, Boiler, etc) 
3 Year Originally Construcied 
4 Year Last Unit was installed 
5 Total Installed Cap (Max Gen Name Plate Ratings-MW) 0.00 0.01 
6 Ne1 Peak Demand on Plant ~ MW (60 minutes) 0 I 
7 Piant Hours Connected lo Load 0 I 
8 Net Continuous Plant Capability (Megawatts) 0 I 
9 When Not Limited by Condenser Water 0 I 

10 When Limiled by Condenser Water 0 I 
11 Average Numberof Employees 0 I 

12 Net Generation, Exclusive of Plant Use - I W h  
13 Cost of Plant: Land and Land Rights 0 I 

14 Structures and improvemenls 0 I 

15 Equipment Costs 0 I 

16 Asset RetirementCosls 0 , 
17 TOlalCOSl 0 

18 Cost per KW of Installed Capacity (line 1715) Including 
19 Production Erpenses: Oper, Supv, t3 Engr 

0 I 

0.0000 0.000' 
0 

21 
22 Steam Expenses 
23 Sleam From Olher Sources 
24 Sleam Transferred (Cr) 
25 Electric Expenses 
26 

Cool& and Water (Nudear Plants Only) 

Misc Steam (or Nuclear) Power Expenses 

I__ 

0 
0 
0 
0 
0 
0 
" 

2s Maintenance Supeivlsion and Engineering 
30 Maintenance of Structures 
31 Maintenance of Boiier (or reactor) Plant 
32 Maintenance 01 Eleckic Plant 
33 Maintenance of Misc Sleam (or. Nudear) Plant 
34 Total Production Expenses 
35 Expenses per Net KWh 
36 Fuel: Kind (Coal, Gas, Oil. or Nuclear) 
37 Unit (Coai-tonslOll-banel/Gas-mcf/Nuclear-indi~le) 
38 Quantity (Units) of Fuel Burned 
39 Avg Heat Cant - Fuel Burned (btulindicate if nuclear] 

42 Average Cost of Fuel Burned per Million BTU 
43 Average Costof Fuel Burned per KWh Net Gen 

Average BTU per KWh Net Generation 

~ ~ e V u n l t ,  as Delvd f.0.b. during year 
41 Average Cost of Fuel per Unit Burned 

44 

0 
0 
0 
0 
0 
0 
0 

I_ 

0.0000 0.000 

0 0 0 0 0 0 
0 0 0 0 0 0 
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 
0.000 0.000 0.000 0.000 0.000 0.000 
0.000 0.000 0.000 0.000 0.000 0.000 



- 
This Re or1 Is: Date of Reporl Year/Penod of R e p o r l  
(1) p'Jm Original 
(2) c ]A  Resubmission I /  

(Mo. Da. Yr) 
End of 2007104 

Name of Respondent 
Louisville Gas and Electric Company 

STEAM.ELECTRIC GENERATING PLANT STATlSTiCS (Large Plank)(ConfinuedJ 

9. Items under Cost of Plant are based on U, S of A Accounts. Produclion expenses do not include Purchased Power, System Control and Load 
Dispatching, and Other Expenses Classified as Olher Power Supply Expenses. IO.. For IC and GT plank. report Operating Expenses. Account Nos. 
547 and 549 on Line 25 "Eleclric Expenses," and Mainlenance Acwunt Nos. 553 and 554 on Line 32, "Maintenance of Eleclric Plant " indicate plants 
designed for peak load service. Designale aUtOmatlCallY operaled plank., 1 I For a plant equipped with combinations of fossli fuel steam. nuclear 
steam, hydro, internal combustion or gas4urbine equipment. report each as a separate plan1 However, if a gas-turbine unit lundions In a combined 
cycle operation with a wnventionai steam unit, Include the gas-lurbine with the sham plant. 
fwtnote (a) accounling meihod for wst of power generated including any excess wsk atlributed Io research and developmenl; (b) types of cost unik 
used for the various wmponenls of fuel WSI: and (c) any other InfOrmatIVe data concerning plant type fuel used, fuel enrichment type and quantity for the 
report period and other physical and operating characteristics of plant. _- 
Plant Plant Plant Line 
Name: Name: Name: No. 

12 If a nuclear power generating plant. brieny explain by 

_I (d) (e) (f) 

-__ 
1 

2 
3 
4 

0.00 0.00 0.00 5 
0 0 0 6  

0 7  0 0 
0 0 0 8  
0 0 0 9  

0 10 0 0 
0 0 0 11 
0 0 0 12 
0 0 0 13 
0 0 0 14 
0 0 0 15 
0 0 0 16 
0 0 0 17 

0.0000 18 
0 0 0 19 
0 0 0 20 
0 0 0 21 
0 0 0 22 
0 0 0 23 
0 0 0 24 
0 0 0 25 
0 0 0 2E 
0 0 0 21 

0 0 0 2s 
0 0 3c 0 

0 0 0 31 
0 0 0 32 
0 0 0 33 
0 0 0 34 

0.0000 0.0000 0.0000 35 
3E 
37 

0 0 0 0 0 0 0 0 0 3E 
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 4c 
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 41 

- - 

__. 

-. 

- 

0.0000 0.0000 

0 0 o 2e 

I 

- 

~~ ~ _ _ _  I 
~~~~ ~ ~ 

.- 
0.000 0.000 0.000 0.000 0.000" 0.000 0.000 0.000 0.000 41 
0.000 0.000 0.000 0.000 o.ooo-------- 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.: 

FERC FORM NO. I (REV. 12.03) Page 403 2 



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

Louisville Gas and Electric Company (2) -A Resubrnission I I  

Yeadperiod of Report 

2007lQ4 



Name of Respondent 

Louisville Gas and Eieclric Company 

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

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



Date of Report 
(Mo. Da. Yr) 

YearIPeriod of Report This Re orl Is: 
(1) d4.n Original 

End of 2007Q4 
Name of Respondent 

Louisville Gas and Electric Company (2) n A  Resubmission 1 1  
L1 I I 

HYDROELECTRIC GENERATING PLANT STATISTICS (Large Plants) 

1, Large plants are hydro plants of 10,000 Kw or more of Installed capacity (name plate ratings) 
2 if any plant Is leased, operated under a license from the Federal Energy Regulatory Commission, or operated as a jointfacility. indicate such facts in 
a footnote. If licensed project, give prolect number 
3 If net peak demand for 60 minutes is not available, give Vial which is available specifying period, 
4. If a group of employees attends more lhan one generating plant, report on line 11 lhe approximate average number of employees assignable to each 
plant ! 

FERC Licensed ProJectNo 289 FERC Licensed Projecl No. 0 Line Item 
N" Plant Name: Ohio Falls Plant Name: 

6 

0.000 



Thls Re orl Is: Date of Report YearlPericd of Report 
(1) dp.. Original (Mo. Da, Yr) 

End of 2007lQ4 

dame of Respondsnl 
Louisville Gas and Electric Company (2) [IA Resubmission / I  

I Y I -_-__-I. I 
HYDROELECTRIC GENERATING PLANT STATISTICS (Large Plants) (Conlinued) __ - 

,, The items under Cos1 of Planl rewesent accounts or combinations of amunts orescribed by Ihe Uniform System of Accounls. Prcduclion Exoenses 
IO not include Purchased Power, System control and Load Dispatching, and Other Expenses classified as "Olhei Power Supply Expenses 'I 
i Report as a separale plant any plant equipped wiU, combinations of sleam. hydro, lnlernai combustion engine, or gas turbine equipment 

FERC Licensed Pmlect No 0 
Plant Name 

(d) - 

- 

0.00 
0 
n " 

0 
0 
n 

0 

I 

n nnnn " y y y y  

n 
0 
0 
0 
0 
0 
0 
0 
C 

C 

c 
C 

- 

_-_-_ 

0 oooc ____ 
I 

L 
FERC FORM NO. 1 (REV, 12-031 

FERC Licensed Project No 0 I 
Planl Name 

(e) 

-~ 
n nn 

0 
0 
0 

0 

0 
0 
0 
0 
n 

- 

0 0000 

n 

r 

r 

IRC Licensed Project No 0 
ant Name: 

(f) 

.- 

a 

a -___ 
c 
C 

C 
C 
C 
C 
c 

.II 

0 ODOC 

r 
C 

C 
C 
r 

~ 

r 

r 

I_ 

0 OOO( 

Pane 407 



Name of Respondenl 7;":" R ? t  Is: Dale of Report YearIPeriod of Report 
Loulsville Gas and Eiecbic Company (Mo. Da. Yr) End of 20071Q4 An Original 

(2) [ 1A  Resubmission I /  
TRANSMISSION LINE STATISTICS 

- 
i 1,. Report Information wncernlng transmission lines, cos1 of lines, and expenses foi year List each tansmission line having nominal voltage of 132 

kilovolls or greater. Report tansmission lines below lhese voltages in group lolals only for each voltage.. 
2 Transmlsslon lines Include ail lines covered by lhe definilion of transmission System piant as giwen in lbe Uniform Syslern of A m u n l s  Do not report 
substation wsls and expenses on lhis page. 
3. Report dala by individual lines for all voiiages if so required by a Sale commission 
4. Exclude from this page any transmission lines for which plant costs are Included In Account la? .  Nonutility Properly 
5. Indicale whether (he type of supporting slructure reported 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 Vansmlsslon line has more lhan one type of supporting stnrclure, Indicate the mileage of each type of construction 
by the use of brackels and exIra lines Minor portions of a transmission line of a different type of conslruciion need no! be distinguished from the 
remainder of Ihe line, 
6. Report in columns (0 and (g) the total pole mlies of each lransmission line, Show in column (f) lbe pole miles of line on stuclures lhe cost of which j: 
repoited for lbe line designated: conversely, show in column (g) the pole miles of line on slructures Vie cost of which is reported for anolher line,. Report 
pole miles of line on leased or partly owned StNCtUreS in wlumn (g). In a footnote. explain the basis of such occupancy and slale whelher expenses wllh 
respect lo such stuclures are Included in lhe expenses reported for lbe line designated, 1 

C C D P  EnDM M n  , ,En ,7.R7, Pam 422 



Name of Respondent 
Louisville Gas and Elec!ric Company 

c . .  I I I 
TRANSMiSSlON LINE STATISTICS (Conlinued) 

Do nol report the Same transmission line slNclUr.% twice Report Lower voltage Lines and higher vollage lines as one iine. Designale in a footnote if 
iu do not include Lower voilage lines wilh hlgher VOilage lines If two or more transmission line structures support lines of lhe same voltage, report  the 
>le miles of the primary structure in column (0 and the pole miles of the other line(s) in wlumn (9) 

Designate any lransmission line or portion !hereof for which the respondent is not the sole owner. if such properly is ieased from another company, 
ve name of lessor, date and terms of Lease. and amounl Of rent for year For any transmission iine other lhan a ieased line, or portion thereof. for 
hich the respondent Is not lhe sole owner but which !he respondenl operates or shares in the operation of, furnish a succinct statement explaining Ihe 
rangement and giving particulan (details) of such malters as percent ownership by respondent in the line, name of co-owner, basis of sharing 
(penses of lhe Line, and how the expenses borne by the respondent are accounted for, and accounts affected. Specify whether lessor, co-owner, or 
her party is an associated wmpany 

hrnined., Specify whemer iessee is an associated mmpany. 
1 Base the plant cost figures called for in columns (j) to (I) on Ule book wst at end of year 

Deslgnate any transmission line ieased lo another company and give name of Lessee. date and terms of lease, annual rent for year. and how 

This Report Is: Dale of Report YearlPeriod of Report 
(1) B A n  Originai (Mo. Da. Yr) 
(21 n A  Resubmission I 1  

End of 2007lQ4 

COST OF LIN E (Include in Column ( i f  Land, 

Size of 
Conductor 

and Maleriai 

Land rights. and clearing right-of-way) 

Land Conslruction and Total Cost 
Olher Cosls 

(0 (i) (k) (1) 
4 rncm 113,337 2,616,265 - 2,729,602 
24.5 rncm 102,752 4,108,058 4,210.811 
4 mcm 2.746.513 2,746,513 
4 mcm 797,804 797.804 
4 mcm 2,990,335 2,990.335 
4 mcm 2.66033 2,660,313 
4mcm 479.907 7,349,290 7.829.197 
4 rncm _I_ 444,135 444.135 
4 mcm 314,954 3,881,627 4,196,581 
IO mcm 98,66E 2,273,060 2,371,726 
15 mcm 102,529 928,126 1,030,651 
15 m 861 331,271 332,132 
'5 mcm 42.50g 490.158 532,660 
15 mcm 300,055 300,055 
15 mcm 185,415 185,415 
15 mcm 427,244 427,244 

15 mun 115,848 115.848 

124.5 mcm 67,983) 2,240,491 2,308,474 
124.5 mcm 6.421 492.125 498.552 

1,441.934 !72 mcm 15,41i( 1,426,515 
15 mcm 210.457 218,673 
15 mcm 338.656 338.656 
15 man 38.204 973,021 1,011,226 
15 mcm 18,784 404,209 422,997 
15 mcm 188.497 188,497 
i4 man 156,147 156.147 
$4 mun 110,365 110.365 
15 rncm 574,206 574.206 
35 mun 85,784 940,748 1,026.532 

!72 man 1,021,141 1,021,141 

15 mcm 159,40 1,251,523 1,410,929 

._ 
~ -- 

15 mun 1 , 4 q  261,539 262,985 
172 mcm 27,074 1,175,813 1.202885 
!72 mcm 418.533 418,533 
35 mcm 2.054 57,683 59,737 

7,814,792 108,140,332 115,955,124 

FFRC FnRM NO 1 160 12-R71 Paas 423 

EXPENSES, EXCEPT DEPRECIA'TION AND TAXES 

Operation Maintenance Renb Total Lins 
Expenses Nc Expenses Expenses 

. __ (0) (P) (m) (n) 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
21 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

- 
-- -- - 

_-- 

- 

- 

. .- 
_I_ 

_I 

~ 

_I_.__ 

76,997 695.122 5,204 777.323 3t 



Name of Respondent 
Louisville Gas and Electric Company 

I . .  u. - - ~ ~  ~-~ ~ 

. ,  I 
TRANSMlSSiON LlNE STATiSTlCS 

1,. Report information mnceming transmission iines, cost of lines, and expenses for year. Llsl each tiansmlsslon line having nominal voltage of 132 
kllovotls or grealer. Report transmission lines below these voltages in group totals only for each voitage, 
2. Transmission lines include ail lines covered by the definllion of lransmission system piant as given in the Uniform System of Acwunls. Do not report 
substation costs and expenses on this page 
3.. Report da!a by individual lines for ail voilages If so required by a Stale comrnisslon 
4.  Exciude from this page any transmission lines for Wich plant cask? are included in Account 121, Nonutility Property. 
5,. Indicate *ether h e  type of supporting structure reported in column (e) is: (1) single pole wood or steel; (2) H-frame wood. or Steel poles: (3) lower: 
or (4) underground conslruction If a transmission line has more than one type of supporting struclure. indicate the mileage of each type of wnstruction 
by the use of brackets and extra lines. Minor portions of a transmission tine of a diHerent type of conshctjon need not be distinguished from the 
remainder of the line, 
6 Report in columns (0 and (g) the lobi pole miles of each transmission line Show In column (0 the pole miles of line on SBuCtUres the wst  of which is 

~ reported for the line designated; mnverseiy. show in wiumn (9) the pole miles of line on structures h e  cost of which is reported for another line. Report 1 pole miles of line on ieased 01 pariJy owned structures in column (9) in a foolnote, explain Ihe basis of such occupancy and State whether expenses wilt 
respect lo such structures are included in the expenses IepOrted for the line designated. 

This Re ort Is: Date of Report YearlPeriod of Report 
(1) d A n  Original (Mo, Da. Yr) End of 2007lQ4 
12) n A  Rfabmisston / I  



Name of Respondent 
Louisville Gas and Eieclric Company 

EXPENSES, EXCEPT DEPRECIATION AND TAXES COST OF LINE (Include in Column U) Land. 

Size of Land rights, and clearing right-of-way) 

This Report Is: Dale of Report YeadPeriod of Report 
(1) pI]An Original (Mo. Da. Yr) End of 2007/Q4 
(2) [-1A Resubmission / /  

Conductor 
and Material Operation Mainlenance Rents Total Line 

NO. 

1 

Land Conslruclion and Total Cost 
Oher Costs Expenses Expenses Expenses 

(0 a) (k) 11) (m) (n) (0)  IP) 
- 1272 man 37,301 1,154,787 1,202,087 

3 mcm 7,955 601,058 609,013 2 
795 man 35,941 __ 479,618 515,559 3 
1272 rncm 1,427,746 1.427.746 4 
795 mm 2,601 1,077,925 1,060,526 5 
636 mcm 16,57( 1,289,354 1,305,924 6 
795 mcm 42,761 792,177 834.938 7 
1272 man 524 1,926.471 1,926,999 8 

FFRC FnRM Nn 1 IF0 $7247) Paoe 4231 

1954 man 2.764 347,720 I 350.483 16 
17 1272mcm 3,591 734,061 737,652 

954 mcm 219,011 219,011 18 
336.4 mcm 73,852 547,831 621,683 19 

354 mcm 39,159 39,159 21 

- 

20 

22 
336.4 mcm 22.74? 191,394 214,137 23 
840.2 mcm 356,985 356,985 24 
397.5 mcm 48,02(( 1,569,415 1,617,435 25 
795 mcm 17.954 443.712 461,662 26 
795 mcm 256,350 258.350 27 
954 mcm 20.97 680,443 701,422 28 

29 

Various 5,547,785 35,999,115 47,546,904 30 

1750 rncm ho 74,247 74.247 32 
1500 kancml cu 1,@442,460 1,042,460 31 

1760mcmcu 305,807 305.807 33 
1750 man ho 64,915 64,915 34 
1500 mnn cu 1,768.133 1368.133 35 

7,814,792 108.140.332 115,955,124 76,997 695,122 5.204 771.322 36 



Name of Respondent 
Louisville Gas and Electric Company 

TRANSMI SSiON LINE STATlSTiCS 

1. Report informaUon wncernlng Lransmission lines, M S t  of lines, and expenses for year. tist each transmlssion line having nominal voitage of 132 
kilovoits or greater. Report transmission lines below these voltages in group totals only lor each voltage 
2 Transmission lines include ail lines wvered by Ihe delinilion of transmission splem piant as given in the Uniform System of Accounts Do not report 
substation wsts and expenses on this page. 
3. Report data by individual lines for ail voltages if so required by a State commisslon 
4. Exclude from this page any transmission lines for which plant wsts are lnciuded In Account 121, Nonutiiity Property. 
5 Indicate whether the type of supporting StNCtUre reported in column (e) is: (1) single pole wood or steef; (2) H-frame wood, or sleel poles; (3) tower; 
or (4) underground construction If a transmission line has more than one type of supporllng skucture, indicate the mileage of each type of construction 
by lhe use of biackets and extra lines Minor portions of a transmission line of a different type of ConSlNcIion need not be distinguished from the 
remainder of the line. 
6 Report In wlumns (0 end (g) the tolai pole miles of each transmission line. Show in column (0 the pole miles of line an Structures the cost of which it 
reported for the line designated: wnvenely. show in mlumn (g) the pole miles of line on SiNctureS the cost of which is reported loranolher line. Repon 
pole miles of line on leased or partly owned slructures in wlumn (e) In a footnote. explain the basis of such occupancy and state whether expenses witi 
respect to such slructures are inciuded in the expenses reponed for the line designated 

Fy Re& Is: Date of Report YearlPeriod of Report  
(Mo, Da. Yr) End of 2007lQ4 n Original 

(2) n A  Resubmission I 1  

DESIGNATION VOLTAGE (KV) Type of L E r I H  gale Tiles) 
u 92r&uounSBiPnes s~~~~~~~ repon clrcuit miles) 

Un b clure Un 'rucures 
of%rlol/ler 

Ltne sLructure Desi na%d 
(9) 

Line (Indicate where 
No olher than 

60 cycle. 3 phase) 

0fEn 

(a) (b) (C) (d) (e) a From TO Operaling Designed 

0.90 1 Waterside Switching Station Beargrass Sub 138.0C 138.00 Undg.(26) 
2 Underground Lines under 
3 132W 69.0C 69.00 Undg.(26) 2.57 
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 Exp Applicable to All Lines 
35 

-. 

_II- 

-.- 

Y 

._I_-- 

36 TOTAL 6M80 229 3 

Numbs 
Of 

Circuit 

(h) - 

CEQC FnRM NO 'I IFn 17-Il7L Paoe 422.2 



This Re orl Is: Date of Report 
Name of Respondent (1) [ZgAn Original (Mo. Da. Yr) 
Louisville Gas and Electric Company (2) u A  Resubmission I /  

EXPENSES. EXCEPT DEPRECIATION AND TAXES COST OF LINE (Include In Column 0) Land, 

Sire of Land righls. and clearing right-of-way) 

YearlPericd of Report 
End of 2007lQ4 

76,997 695.122 5.204 

7.814.792 108,140,332 115,955,124 76,997 695,122 5.204 
~ 

30 
31 
32 
33 

177,323 34 
35 

I 

777,322 36 



This Re 011 15: Oak  of Report I (1) +jAn Original- (Mo. Da. Yr) 
Name of Respondent 

Louisville Gas and Eieclric Company 12) F 1 A  Resubmission I 1  . ,  ~ I 

SUBSTATIONS 

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 !he 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 s ta t ions in 
column (0. 

YearlPeriad of Report 
End of 2007lQ4 

Name and Location 01 Substation Character of Subslalion 

~~ 

EFRC FORM Nil  I IFtl 17.9Rl Pane 426 



n Original 
Name of Respondent 

Louisville Gas and Eiechic Company f2) n A  Resubmlssion 
I I 

SUESTATiONS (Continued) 
,5. Show in columns (I), (i), and (k) special equipment such as rotary converters, rectifiers. condensers, etc. and auxiliary equipment for 

~~ ~ 

Dale of Report 
(Mo. Da. Yr) 

YearlPeriod of Report  
End of 2007lQ4 

1 1  

or maior items of equipment leased from others, jointly owned with others, or operated otherwise than by I 

Number of Number 01 
Capacity of Substation ~Transfoners Spare 
(In Service) (in MVa) In Service Transfoners 

reason if sole ownership by therespondent. 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 v e  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 whethcr lessor, co-owner, or other party is an associated company  

CONVERSION APPARATUS AND SPECIAL EQUIPMENT 

Type of Equipment 
Line I Number of Units Tohi Capacity NO. 

Iln MVal 
(0 

140 

224 
185 

448 
240 
112 
112 
83 
93 
190 
566 
224 
140 

,.. . . . . . - 
(9) (h) (1) (I) (k) 

1 None 

None 

1 None 2 

2 None 4 
1 None 5 

None 6 

1 None 7 
1 None 8 
1 None 9 
1 None 10 
3 None 11 
1 None 12 

3 - 
_I 

1 2 None 13 
2 None 14 
2 None 15 

- 

1 None 18 
None1 1 I  I a+ None1 I 18 

140 

80 

140 

iYYilt i  I* 

I 

None 20 
1 None 21 

None 22 
2 None 23 

None 24 

I None 25 
None1 26 

140 

1344 
150 
298 
672 
829 
1144 
40 
40 
140 
448 
134 

I""l,r '., 
1 None 28 

29 
3 None 30 
1 None 31 

_____. 
None 

2 1 None 32 
2 None 33 
6 1 None 34 
6 None 35 
I None 36 

1 None 37 

I None 39 
1 None 38 

2 Ground Transformer 1 4 40 



Name of Respondenl 
Lauisviiie Gas and Eiectric Company 

This Re oit Is: Date of Report YearlPeriod of Report 
(I) $m Original (Mo. Da. Yr) End of 2007lQ4 
(2) =A Resubmission / I  

tine VOUTAGE (in MVa) 
No. Name and Location of Subslation Characler of Subslation 

Primary Secondary Tertiary 
(4 (b) (4 (d) (e) 

1 Oxmoor Transmission. 69.00 

2 Paddy'sRun ~ , ~ n ~ ~ ~ ~ s ~ ~ ~ ~ ! G ~ . ~ ~ ~ . ~ ~ ~ ~ ~ ~ ~ ~ ~ : ~ .  144.90 16.00 
3 Paddy'sRun Transmission 93.00 79.67 14.01 

4 Paddy'sRun Transmission 138 00 69.00 14.01 
5 Paddy's West - Indiana Transmission' 345.00 138.00 13.81 

6 Seminole Transmission' 69.00 
7 Shiviey Transmission' 69.00 

8 Tayior Transmission. 69.00 

9 Tip Top, KY Transmission' 135.00 66.00 14.01 
10 TioToo. KY Transmission* 135.00 66.00 37 01 

.---_rz<.*,~lc.. ..""~ i:. ; -~~~-~- 

. 

15 
16 
17 

I 
Watterson 1 Transmission' 138.00 69.00 13.81 
Total Transmission 8453.23 2697 17 368.81 

I .. 
18 Aiken DistribuUon' 69 00 12.47 

19 Aigonquin Distribution* 69.00 13.80 
Distribution' 138.00 13.80 20 Ashbottom 

21 Ashby Distribution' 138.00 12.47 
22 Bishop Dislribulion* 69.00 12.47 
23 Biuegrass Distribuiion' 138.00 12.47 
24 Brandenburg, near Brandenburg. KY Oislribulion' 69-00 12.47 
25 Breckenridge Distribution' 69.00 13.80 

69.00 12.47 26 Breckenridge Dislribulion* 

27 Campground Distribution' 138.00 13.80 
28 Canal Dislribulion' 69.00 13.80 
29 CaneRun Distribution' 69.00 13.80 
30 Cenlerfieid Dislribulion' 138.00 12.47 
31 Clay Dislribution. 69.00 13 80 

32 Clilion Distribuiion' 69.00 13.80 
33 Clifion Dlstribuiion' 69.00 12.47 
34 Collins Dislribulion' 69.00 12 47 
35 Crestwood , Ctestwwd. KY Dislribulion' 69.00 12.47 

12.47 36 Dahlia 
37 DelPark Distribution* 69.00 13.80 
38 Dixie Dislribution' 138.00 12.47 
39 Eihel Dislribution' 69.00 13.80 

- 

- 

I_ 

I_ 

_I 

I_ 

~~ 
- 

69.00 Distribution' 

Distribution' 69 00 

-- 
12 47 



Name of Respondent 
Louisville Gas and Eleclric Company 

This Re orl is: Date of Report YearlPeriod of Report 
(1) $An Original (Mo, Da, Yr) End of 2007IQ4 

- (2) U A  Resubmission I /  

- Numberof 

in Seivice 
Capaciiy of Substation Trans,oners 
(In Service) (In MVa) 

(0 (0) 

175 1 
240 6 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line 
Transformers Type of Equipment Number of Unik Total Capadty NO 

Number of 
Spare 

(In MVa) 
(h) (1) ti) - (kt 

None 1 

None i 
None 

1871 11 

I None1 1 4  

1521 2 None I! 

l l900 l  701 41 I I1 41 If 

- 

None1 1 4  

I I I I I I l i  

731 21 None1 

None1 I €  

34 
45 

1260 

None t 
1 None 5 

1 None 1( 
6 None li .- 

40 

45 
84 

60 

120 
45 

50 

- 

40 
56 
56 

56 

56 
45 
45 
25 

2 Ground Transformer 2 5 25 

1 Ground Transformer 1 5 27 

_. 

3 None 26 

2 Ground Transformer 2 8 28 

2 Ground Transformer 9 60 29 
1 None 30 

2 Ground Transformer 2 10 31 

2 None 33 

2 None 34 

2 None 35 

2 None 36 

1 Ground Transformer 1 5 37 
1 None 38 

1 Ground Transformer 1 4 39 

2 Ground Transformer 2 9 32 
_I____ 

- 



This Re or1 is: Date of Report 
(Mo. Da, Yr) 1 (1) &An Originai 

Name of Respondent 

Louisville Gas and Electric Company (2) O A  Resubmission / /  

Yeadperiod of Report 
End of 2007lQ4 

io 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 h e  page, summarize according to function the capacities reported for the individual s ta t ions in 

and Localion of Substation 

EE.DZ- cnma Nn I ,En 47.afii Pnnn 426.2 

~ 

SJtl>lAIIUN> 

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 



Name of Respondent 
Louisville Gas and Eieclric Company 

This Report is: Dale of Report YearlPeriod of Report 
End of 2007lQ4 (1) g A n  Original (Mo, De. Yr) 

(2) U A  Resubmission 1 1  

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line Capacity of Substallon Transformers 
(In Service) (In MVa) In Service Transformers Type of Equipment Number of Units Tola1 Capauty No 

Number of Number of 
Spare 

(in MVa) 
(0 (9) (h) (0 0) (k) 

37 2 None 1 

56 2 None 2 

78 2 Ground Transformer 2 9 3  
101 3 None 4 

45 1 Ground Transformer 1 5 5  
90 2 None 6 

73 2 None 7 

134 2 Ground Transformer 2 10 8 

3 Ground Transformer 2 9 9  66 
45 1 None 10 
28 1 None 11 

56 2 None 12 

11 2 None 13 

45 1 Ground Transformer 1 5 14 
33 1 None 15 

45 1 Ground Transformer 1 5 16 
33 1 None 17 

90 2 None 18 

90 2 None 19 

39 2 None 20 

56 2 None 21 

30 1 None 22 

45 1 None 23 
28 1 None 24 

28 1 None 25 

12 2 None 26 

-- 

_I 

--- 

- 

90 2 Ground Transformer 2 IO 27 
15 2 Ground Transformer 3 15 28 

111 3 None 29 

45 1 None 30 

___" 

28 1 Ground Transformer 2 19 31 
90 2 None 32 
84 3 None 33 
45 1 None 34 
56 2 None 35 

335 6 Ground Transformer 5 70 36 
45 1 None 37 
45 1 None 38 

95 3 Ground Translormer 4 19  39 
45 1 None 40 

- 

- _I 



Name of Respondent 
Louisviiie Gas and Eiectric Company 

.~ ~~ 

2 Substations which ?&Ne only one industrial or s!r& raitway customer shoLld not oe listed below 
3 Substations wilh capacities of Less than 10 MVa except those sewing customers wilh enerqy for resale. may be grouped according 

- 
This Re orl IS: Date of Report YearlPeriod of Report 
(1) $An Original (Mo, Da, Yr) End of 2007/Q4 
(2) D A  Resubrnission / /  

.~ ~ . .  
to functional ctiaracter,'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 for the individual stat ions in 
column (0. 

- 

Line VOLTAGE (In MVa) 

No. Primary Secondary Terliary 
Name and Location of Substation Characler of Substation 

(a) (b)  (C) (dl (e) 
13.80 1 Semlnoie Distribution' 138.00 

2 Sevenlh Street Distribution' 13 80 4.16 
3 Shepherdsville, Shepherdsvllie. KY Dislribution' 69.00 12.47 
4 Shiveiy Distribution' 69.00 12.47 

Diskibution' 69.00 13.80 5 Shiveiy 
6 Skyilght, KY Distribulion' 69 00 12 47 
7 Srnyrna Dislribution' 69.00 12.47 
8 SoulhPark DisBlbuUon' 89.00 12.47 

9 SoulhPafi Distribution. 69.00 34.50 14.C 

-I- 

._ 

10 Southern Distribution' 13.80 4.16 

11 Stewarl Distribution. 69.00 12.47 

12 Taylor Distribution' 69 00 12.47 

13 Terry Distribulion' 69.00 12.47 

14 TipTop DisMbuUon' 138.00 34.50 28.( 
15 Trimbie County Distribulion' 138.00 12.47 
16 WateKide Distribution' 13.80 4.16 

17 Walerslde Dlstribulion' 138.00 13.80 
18 Watlerson Dlstrlbution' 138,.00 13.80 

19 Watterson Dislribution' 138.00 12.47 
20 Western Distribution' 13.80 4.16 
21 Worthinglon DisMbullon' 69.00 12.47 
22 WHAS Distribution' 69.00 12.47 

23 21 Stations L w  Than 10,000 Kva 
24 Total DistribuUon 7272.60 1099.79 

25 

26 
21 
28 
29 
30 

31 
32 Summary 
33 Transmission 41 

34 Dislribulion 93 

- 
56.1 - 

I_ 

__ 

- 
I 

35 
36 

38 

39 
40 

I 

Total 134 

* Unatlended 



Name of Respondent 
Louisville Gas and Eleclrlc Company 

111 11 I None/ I 1 6  
561 21 None1 1 7  

This Re art Is: Date of Report YearlPeriod of Report 
(1) $An Original End of 2007tQ4 (Mo, Da. Yr) 
(2) C I A  Resubmission 1 1  

Number of Number of 
Spare Capacity of Substation Trans,omers 

(In Service) (In MVa) In Service Transformers 

(0 (9) (h) 
67 1 
13 2 
21 2 

45 1 
25 1 

141 21 None1 I 10 I I 
65) 31 None! 1 11 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line 
Type of Equipment Number of Unils Total Capacity No, 

None 1 

None 2 
None 3 

Ground Transformer 1 5 4  
None 5 

(In MVa) 
(0 0) (k) 

WI ,"",le *'. J I i 
731 21 None1 I 13 

28 1 None1 1 8  

1011 2 None/ 14 

18 2 

+&**# 

Ground Transforme4 21 301 16 

I I 28 -- I 29 

14 2 None 20 
44 1 None 21 

17 2 None 22 

126 27 None 23 

4940 178 57 391 24 

I I I 30 
I 31 

11900 
4940 

'16840 

32 

70 4 33 
34 178 

248 4 35 
_"I 

I 36 
I I 37 

I 
38 

39 
40 
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Notes to Financial 
Statements 

Per Kentucky PSC Order No. 2008-00007, attached are the “Notes to Financial 
Statements” for Louisville Gas & Electric Company as reported in the FERC Form No. I 
for the period ended December 3 1,2007. 



Name of Respondent 
Louisville Gas and Electric Company 

I - I I 
NOTES TO FINANCIAL STATEMENTS 

1. Use the space below for important notes regarding the Balance Sheet, Statement of Income for the year. Statement of Retained 
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according to each basic statement, 
providing a subheading for each statement except where a note is applicable to more than one statement., 
2. Furnish particulars [details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation c 
any action initiated by the Internal Revenue Service involving possible assessment of additional income taxes of material amount, or of 
a claim for refund of income taxes of a material amount initiated by the ulilily. Give also a brief explanation of any dividends in arrears 
on cumulalive preferred stock. 
3. For Account 116, Utility Plant Adjustments, explain the origin of such amount, debits and credits during the year, and plan of 
disposition contemplated, giving references to Cormmission orders or other auihorizations respecting classification of amounts as plan1 
adjustments and requirements as to disposition thereof. 
4. Where Accounts 189. Unamortized Loss on Reacquired Debt, and 257. Unamortized Gain on Reacquired Debt, are not used, give 
an explanation, providing the rate treatment given these items. See General Instruction 17 of the Uniform System of Accounts. 
5. Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such 
restrictions. 
6. If the notes to financial statements relaling to the respondent company appearing in the annual report to the stockholders are 
applicable and furnish the data requited by instructions above and on pages 114-121, such notes may be included herein.. 
7. For the 3 0  disclosures, respondent must provide in the notes sufiicient disclosures so as to make the interim information not 
misleading. Disclosures which would substantially duplicate the disclosures contained in Ihe most recent FERC Annual Report may be 
omitted 
8. For Ihe 3Q disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurre 
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; capitalization including significant new borrowings or modifications of existing financing agreements; and 
changes resulting from business combinations or dispositions,. However were materiel 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 stockholders are 
aoolicable and furnish the data reouired bv the above instructions. such notes mav be included herein, 

End Of 2007/Q4 
This Report Is: 
(1) An Original 
(2) n AResubmission 

Date of Report 

/ /  

PAGE 122 INTENTIONALLY LEFT BLANK 
SEE PAGE 123 FOR REQUIRED INFORMATION I 

I 

FERC FORM NO. 1 (ED. 12-96) Page 122 



Name of Respondent 

Louisville Gas and ElecWc Company 

INDEX OF ABBREVIATIONS 

... 
This Report is: Date of Report Yeadperiod of Report 
(1) &An Qriginal (Mo, Da, Yr) 
(2) - A  Resubmission / /  2007/(14 

AG 
ARO 
BART 
CAIR 
CAMR 
CCN 
Clean Air Act 
Company 
CT 
DSM 
ECR 
E.ON 
EON 113 
E O N U S  Services 
EPA 
EPAct 2005 
FAC 
FASB 
FERC 
Fidelia 
FIN 
FT and IT-A 
GHG 
GSC 
IBEW 
IMEA 
IMPA 
IRP 
IRS 
Kentucky Commission 
KIUC 
KU 
Kwb 
LG&E 
LG&E Energy 
Mcf 
MIS0 
MMBtu 
Moody’s 
MVA 
Mw 
Mwb 
NNS 
NOx 
OVEC 
PBR 
PUHCA 2005 
S&P 
SFAS 
SIP 
so2 

Attorney General of Kentucky 
Asset Retirement Obligation 
Best Available Retroft Technology 
Clean Air Interstate Rule 
Clean Air Mercury Rule 
Ceaificate of Public Convenience and Necessity 
The Clean Air Act, as amended in 1990 
L.G&E 
Combustion Turbines 
Demand Side Management 
Environmen(al Cost Recovery 
EON AG 
E.,ON U.S. LLC (formerly LG&E Energy LL.C and LG&E Energy Carp.) 
E.,ON US. Services Inc. (formerly LG&E Energy Services Inc.) 
US. Environmental Protection Agency 
Energy Policy Act of 2005 
Fuel Adjustment Clause 
Financial Accounting Standards Board 
Federal Energy Regulatory Commission 
Fidelia Corporation (an E.ON affiliate) 
FASB Interpretation No. 
FirmTransportation 
Greenhouse Gas 
Gas Supply Clause 
International Brotherhood of Electrical Workers 
Illinois Municipal Electric Agency 
Indiana Municipal Power Agency 
Integrated Resource Plan 
Internal Revenue Service 
Kcntncky Public Service Commission 
Kentucky Industrial Utility Consumers, Inc., 
Kentucky Utilities Company 
Kilowatt hours 
Louisville Gas and Electric Company 
L G E  Energy LLC (now E.0NU.S. LLC) 
Thousand Cubic Feet 
Midwest Independent Transmission System Operator, Inc. 
Million British thermal units 
Moody’s Investor Services, Inc., 
Megnvolt - nmpere 
Megawatts 
Megawatt hours 
No-Notice Service 
Nitrogen Oxide 
Ohio Valley Electric Corporation 
Performance-Based Ratemaking 
Public Utility Holding Company Act of 2005 
Standard and Poor’s Rating Service 
Statement of Financial Accounting Standards 
State Implementation Plan 
Sulfur Dioxide 

[FERC FORM NO. I (ED. 12-88)’.’ Page 123.1 -7 
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Name of Respondent This Report is: Date of Repori 

(Mo, Oa, Yr) (‘1) XAn Original 
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Yeadperiod of Report 

2007/a4 



~- 
Name of Respondent 

Louisville Gas and Electric Company 

Cash and Cash Equivalents. LG&E considers all highly liquid investments with an original maturity of three 
months or less to be cash equivalents. 

This Report is: Date of Report Year/Period of Report 
(1) &An Original (Mo, Da, Yr) 
(2) _ _ A  Resubmission I /  20071Q4 

Restricted Cash. A deposit in the amount of $12 million, used as collateral for an $83 million interest rate swap 
expiring in 2020, is classified as resfiicted cash on LG&E’s balance sheet. An advance deposit of $7 million 
&om the Louisville Arena Authority is also restricted for equipment purchases related to relocating transmission 
facilities. 

Allowance for Doubtful Accounts. The allowance for doubtful accounts is based on the ratio ofthe amounts 
charged-off duxing 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, natural gas stored underground 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 LG&E. At December 31,2007 and 2006, the enussion allowances inventory was 
less than $1 million 

Other Property and Investments. Other propexty and investments on the balance sheets consists of LG&E’s 
investment in OVEC and non-utility plant. LG&E 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 
electrieity, Kyger Creek Station in Ohio and Clifty Creek Station in Indiana. Pursuant to current contractual 
agreements, LG&E’s share of OVEC’s output is 5.63%, approximately 124 Mw of generation capacity 

As of December 31,2007 and 2006, LG&E’s investment in OVEC totaled less than $1 million. LG&E is not the 
primary beneficiary of OVER therefore, it is not consolidated into the financial statements of LG&E and is 
accounted for under the cost method of accounting. LG&E’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, LG&E 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 futher discussion of 
developments regarding LG&E’s ownership interest and power purchase rights 

UtiIity Plant. LG&E’s utilityplant is stated at original cost, which includes payroll-related costs such as taxes, 
6inge benefits and administrative and general costs. Construction work in progress has been included in the rate 
~FERC FORM NO. 4 (ED. 12-88) Paae 123.3 1 
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Louisville Gas and Electric Company 

This Report is: Date of Report Yeadperiod of Report 
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Name of Respondent This Report is: Date of Report Year/Period of Report 
(1 )  I I  An Original (Mo, Da, Yr) 

Louisville Gas and Electric Campany (2) - A  Resubrnission / /  2007/Q4 

--- NOTES TO FINANCIAL STATEMENTS (Continued) 

Recent Accounting Pronouncements. The following are recent accounting pronouncements affecting LG&E: 

SFAS No. 160 

In December 2007, the FASB issued SFAS No. 160, Noticontrolling Interests in Consolidated Financial 
Staternen&, which is effective for fiscal years, and interim periods within those fiscal years, beginning on or 
after December 15,2008. The objective of this 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. 

SFAS No. 159 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial 
Liabilities -Including an Amendment of FASB Statement No. 115. 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-instnt basis (the fair value option). Unrealized gains and losses on items for which the fair 
value option has been elected are to be recognized in eamings 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, the FASB issued SFAS No. 157, Fair Value Measurentents, 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 -- 
IFERC FORM NO. 1 (ED. 12-88) Page 123.5 
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Name of Respondent This Report is: Date of Report Year/Period of Report 

(1) x An Original (Mo, Da, Yr) 
Louisville Gas and Eleclric Company (2) - A  Resubmission I /  2007lQ4 

NOTES TO FINANCIAL STATEMENTS (Continued) __, 

Regulatory Assets and Liabilities 

The following regulatory assets and liabilities were included in the balance sheets as of December 3 1 : 

(in millions) 
ARO 
GSC adjustments 
MISO exit 
FAC 
Unamortized loss on bonds 
ECR 
Other 

Subtotal 

2007 - 2006 
$ 24 $ 22 

16 21 
13 1.3 
9 4 

19 20 
4 9 

94 93 
9 ___f! 

Pension and postretirement benefits a 126 
Total regulatory assets $_244. w 
Accumulated cost of removal of utility plant $ 232 
Deferred income taxes - net 50 54 
GSC adjustments 10 31 

$ 241 

Other 
Total regulatory liabilities 

LG&E does not currently earn a rate of return on the GSC adjustments, FAC and gas performance-based 
ratemaking regulatory assets, all of which are separate recovery mechanisms with recovery within twelve 
months. No return is earned on the pension and postretirement benefits regulatory asset which represents the 
changes in funded status ofthe plans. The Company will seek recovery of this asset in future proceedings with 
the Kentucky Commission. 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 MIS0 exit amount represents the costs relating to the withdrawal from MIS0 membership. LG&E 
will seek recovery of this asset in future proceedings with the Kentucky Commission. LG&E currently earns a 
rate of return on the remaining regulatory assets. Other regulatory assets include VDT costs, the merger 
surcredit, gas performance based ratemaking and Mill Creek Ash Pond costs. Other regulatory liabilities include 
DSM and MISO costs included in base rates that will be netted against costs of withdrawing from the MISO in 
the next rate case. 

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

IFERC FORM NO. 1 (ED. 12-88) Page 123.7 1 



Name of Respondent 

Louisville Gas and Eleclric Company 

- - ___ 2 0 - 
ARO accretion (2) 2 

4 (28) 22 3 - 
Removal cost incurred 
As ofDecember 31,2007 

~ 

This Report is: Date of Report Year/Period of Report 
(1) g An Original (Mo, Da, Yr) 
(2) - A  Resubmission / /  2007lQ4 

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. LG&E AROs are primarily related to the final retirement of assets associated with 
generating units and natural gas wells 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. FIN 47 net asset 
additions during 2006 were less than $1 million. For the years ended December 31,2007 and 2006, LG&E 
recorded less than $1 million of depreciation expense related to the cost of removal of ARO related assets. An 
offsetting regulatory liability was established pursuant to regulatory treatment prescribed under SFAS No 71. 

LG&E 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 

GSC Adjustments. LG&E's natural gas rates contain a GSC, whereby increases or decreases in the cost of 
natural gas supply are reflected in LG&E's rates, subject to approval by the Kentucky Commission. The GSC 
procedure prescribed by Order of the Kentucky Commission provides for quarterly rate adjustments to reflect 
the expected cost of natural gas supply in that quarter. In addition, the GSC contains a mechanism whereby any 
over- or under-recoveries of natural gas supply cost &om prior quarters is to be refunded to or recovered from 
customers through the adjustment factor determined for subsequent quarters. 

LG&E's GSC was modified in 1997 to incorporate a natural gas procurement incentive mechanism. Since 
November 1,1997, LG&E has operated under this PBR mechanism related to its natural gas procurement 
activities. LG&E's rates are adjusted annually to recover (or refund) its portion of the expense (or savings) 
incurred during each PBR year (12 months ending October 31). During the PBR year ending in 2007, LG&E 
achieved $10 million in savings. Of that total savings amount, LG&E's portion was approximately $2 million 
and the ratepayers' portion was approximately $8 million. Pursuant to the extension of LG&E's natural gas 
supply cost PBR mechanism effective November 1,2001, the sharing mechanism under the PBR requires 
savings (and expenses) to be shared 25% with shareholders and 75% with ratepayers up to 4 5% of the 
benchmarked natural gas costs. Savings (and expenses) in excess of 4 5% ofthe benchmarked natual gas costs 
are shared 50% with shareholders and 50% with ratepayers. The current natural gas supply cost PBR mechanism 
was extended through 2010 without fkther modification. 

MISO Exit. Following receipt of applicable FERC, Kentucky Commission and other regulatory orders, LG&E 
withdrew from the MIS0 effective September 1,2006. Specific proceedings regarding the costs and benefits of 
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In August 2007, the Kentucky Commission initiated a routine examination of LG&E’s FAC for the six-month 
period of November 1,2006 through April 30,2007. Data discovery has concluded and a public hearing was 
held in October 2007. The Kentucky Commission issued an Order in January 2008, approving the charges and 
credits billed through the FAC during the review period. 

In December 2006, the Kentucky Commission initiated its periodic two-year review of LG&E’s past operations 
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ECR Kentucky law permits LG&E 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 ECX 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 LG&E'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 of 2008. 

In June 2006, LG&E filed an application to amend its ECR plan with the Kentucky Commission seeking 
approval to recover investments in environmental upgades at the Company's generating facilities. The 
estimated capital cost of the upgrades for the years 2008 through 2010 is approximately $40 million, of which 
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approximately $30 million is for the Air Quality Control System at TC2. A final Order was issued by the 
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DSM. LG&E’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 LG&E to recover revenues from lost sales associated with the DSM programs based on program plan 
engineering estimates and post-implementation evaluations 

In July 2007, LG&E and K1J 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 million Data discovery concluded in November 2007, and the 
Community Action Council (TAC”) for Lexington-Fayette, Bourbon, Harrison and Nicholas counties and the 
Kentucky Association for Community Action (“KACA”), filed a motion lor hearing In January 2008, the CAC 
and KACA filed a motion with the Kentucky Commission to withdraw the request because the parties reached a 
settlement The Kentucky Commission is allowing the current tariffs to remain in effect until a fmal order is 
issued 

Other Remiatow Matters 

Regional Reliability Council. LG&E 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 
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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 
well as non-monetary penalties, depending upon the circumstances of the violation. LG&E is a member of the 
SERC, which acts as LG&E's RRO The SERC is currently assessing LG&E's compliance with certain existing 
mitigation plans resulting 6.om a prior RRO's audit of various reliability standards. While LG&E believes itself 
to be in substantial compliance wilh the mandatory reliability standards generally, LG&E 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 the Kentucky Commission. In April 2005, LG&E and K U  filed their 2005 joint IRP with the Kentucky 
Commission. The IRP provides historical and projected demand, resource and financial data, and other 
operating performance and system information. The AG and the EUUC were granted intervention in the IRP 
proceeding The Kentucky Commission issued its staff report with no substantive issues noted and closed the 
case by Order in February 2006. LG&E and KU will submit the next joint triennial filing in April 2008. 

PUHCA ZOOS. E.ON, LG&E's ultimate parent, is a registered holding company under PUHCA 2005. E.ON, its 
utility subsidiaries, including LG&E, 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 non-power goods and services. LG&E believes that it has adequate authority 
(including financing authority) under existing FERC orders and regulations to conduct its business and will seek 
additional authorization when necessary. 

Date of Report Yeadperiod of Report 
(Mo, Da, Yr) 
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EPAct 2005. The 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 the FERC; providing economic and other incentives relating to transmission, 
pollution control and renewable generation assets; increasing funding for clean coal generation incentives; 
repealing the Public Utility Holding Company Act of 1935; enacting PUHCA 2005 and expanding FERC 
jurisdiction over public utility holding companies and related matters via the Federal Power Act and PUHCA 
2005. 

In February 2006, the Kentucky Commission initiated an administrative proceeding to consider the requirements 
of the 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 
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Green Energy Riders. In February 2007, LG&E and KU 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 LG&E to establish Small and Large Green Energy Riders, allowing customers to 
contribute funds to be used for the purchase of renewable energy credits. 

Home Energy Assistance Program. In July 2007, LG&E filed an application with the Kentucky Commission 
for the establishment of a new Home Energy Assistance program. During September 2007, the Kentucky 
Commission approved LG&E's new five-year program as filed, effective in October 2007. The program 
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Note 5 -Pension and Other Postretirement Benefit Plans 

Date of Report Year/Period of Report 
(Mo, Da, Yr) 

/ I  2007lQ4 

LG&E 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. LG&E uses December 31 as the measurement date for its plans. 

Obligations and Funded Status. The following tables provide areconciliation of the changes in the plans’ 
benefit obligations and fair value of assets over the two-year period ending December 3 1,2007, and a statement 
ofthe funded status as of December 31 for LG&E’s sponsored defined benefit plans: 

.- 
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Change in benefit obligation 
Benefit obligation at beginning of year 

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

Benefit obligation at end of year 

Change in plan assets 
Fair value of plan assets at b e w i g  of year 

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

Fair value of plan assets at end of year 

2007IQ4 

Funded status at  end of year 

Pension Benefits 
2007 2006 

$ 408 $427 
4 4 

24 2.3 
9 4 

(28) (29) 
(19) (21) 

$ 408 $408 

$356 $333 
26 36 
56 18 
(28) (29) 
00 

$ 1  $ (52) 

$409 $356 

Benefits 
2007 2006 

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 of 
December 3 1 : 

Other Postretirement 
(in millions) Pension Benefits Benefits 

2007 2006 2007 2006 
Regulatory assets $ 93 $ 93 $ 17 $ 33 

Accrued benefit liability (current) (3) (2) 
Accrued benefit liability (non-current) (13) (52) (81) (97) 

Non-current assets 14 - - 

Additional year-end 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 $ 408 $ 408 $ 89 $ 105 
Accumulated benefit obligation 378 391 - - 
Fair value of plan assets 409 356 5 6 
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(in millions) 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of prior service costs 
Amortization of transitional asset 
Amortization of actuarial loss 
Amortization of transitional obligation 
Benefit cost at end of year 

Pension Benefits 
2007 2006 

$ 4  $ 4  
24 23 
(.32) (27) 

5 4 
(1) 

2 4 

$ 3  $ 7  

- 

- - 
-- 

Benefits 
2007 2006 

$ 1  $ 1  
5 6 

2 2 

- 1 

The assumptions used in the measurement of LG&JYs pension benefit obligation are shown in the following 
table: 

- 2007 2006 
Weighted-average assumptions as of December 31: 
Discount rate -Union plan 6.56% 5.91% 
Discount rate - Non-union plan 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 LG&JYs 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% 
525% 5.25% 

To develop the expected long-term rate of return on assets assumption, LG&E 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 
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 for 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 $45 million positive or 
negative impact to the 2007 accumulated benefit obligation and an approximate $52 million 
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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 $2 million in 
year-end 2007 postretirement benefit obligations. 

Expected Future Benefit Payments. The following list provides the amount of expected future benefit 
payments, which reflect expected future service: 

Other 
Pension Postretirement 

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

I 1  2007lQ4 

(in millions) plans Benefits 
2008 $28 $ 7  
2009 27 8 
2010 26 8 
201 1 26 8 
2012 25 8 
2013-17 129 38 

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

._ 
Pension Plans Tar.eet Ranee - 2007 2006 
Equity securities 45% - 75% 57% 61% 
Debt securities 30% - 50% 43% 39% 
Other 0% - 10% 0% 0% 
Totals m .IQQ% 

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 eamings. The return objective is to exceed the benchmark return for the policy index comprised of 
the following: Russell 3000 Index, MSCZ-EAFE Index, Lehman Aggregate and Lehman US,  Long 
GovemmentlCredit 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). 
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A United States consolidated income tax return is filed by E.ON IJ.S.’s direct parenf E.ON IJS Investments 
Corp., for each tax period. Each subsidiary ofthe consolidated tax group, including LG&E, will calculate its 
separate income tax for the tax period. The resulting separate-return tax cost or benefit will be paid to or 
received fiom the parent company or its designee. LG&E also files income tax returns in various state 
jurisdictions. With few exceptions, LG&E 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 lRS pilot program named 
“Compliance Assurance Process”. This program accelerates the lRS’s review to the achial calendar year 
applicable to the return and ends 90 days after the return is filed. 

LG&E adopted the provisions of FIN 48 effective January 1,2007. At the date of adoption, LG&E had $1 
million of unrecognized tax benefits related to federal and state income taxes. Ifrecognized, the entire $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 $1 million. 

Possible amounts ofuneertain tax positions for LG&E that may decrease within the next 12 months total less 
than $1 million and are based on the expiration of statutes during 2008. 

LG&E, upon adoption of FIN 48, adopted a new Enancial statement classification for interest and penalties. 
Prior to the adoption of FIN 48, LG&E recorded 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 K,entucky D e p m e n t  of Revenue large corporate interest rates for 
underpayment of taxes. No penalties were acenied by LG&E upon adoption ofFIN 48 or through December 31, 
2007. 
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Components of income tax expense are shown in the table below: 

(in millions) 
Current - federal 

Deferred - federal - net 

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

- state 

- state -net 

- 2007 _. 2006 
$34 $60 

8 11 
10 (7) 
2 (1) 

.-...@I A.9 
8.22 

9 3 

Current federal income tax expense decreased and investment tax credit - deferred increased primarily 
due to the recording of investment tax credits of $9 million and $3 million at December 31,2007 and 
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Deferred tax assets: 
Investment tax credit 
Income taxes due to customers 
Liabilities and other 
Total deferred tax assets 

14 15 
19 21 

26 24 
62 57 
I- - 
- - 

Net deferred income tax liability $222 

Balance sheet classification 
Current liabilities 
Non-current liabilities 

Net deferred income tax liability 
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Redemptions and maturities of long-term debt for 2007 and 2006 are summarized below: 

($ in millions) Principal Secured 

2007 Pollution control bonds $31 Variable Secured 2017 
2007 Pollution control bonds $60 Variable Secured 2017 
2007 Pollution control bonds $35 Variable Secured 2013 
2007 Mandatorily Redeemable Preferred Stock $20 5.875% Unsecured 2008 
2006 Mandatorily Redeemable Preferred Stock $ 1 5.875% Unsecured 2006 

Description Amount Unsecured Maturity 

LG&E did not issue any new long-term debt in 2006. Issuances of long-term debt for 2007 are summarized 
below: 

. . -  . .  . ,  
Lauisville Gas and Electric Mmpany l(2) - A  Resibmission I 1 1  

($ in millions) 
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 

?007/Q4 

Principal 
Amount 

$3 1 Variable 
$60 4.60% 
$35 Variable 
$70 5.98% 
$67 5.93% 
$47 5.72% 

Securedl 
Unsecured MaturitV 
Unsecured 2033 
Unsecured 2033 
IJnsecured 2033 
Unsecured 2037 
Unsecured 203 1 
Unsecured 2022 

In January 2007, the Kentucky Commission issued an Order approving LG&E’s application for certain financial 
transactions, including arrangements which provided a source of fimds for the redemption of LG&E’s preferred 
stock. In April 2007, LG&E redeemed all of its outstanding shares of its series of preferred stock at the 
following redemption prices, respectively, plus an amount equal to accrued and unpaid dividends to the 
redemption date: 

860,287 shares of 5% cumulative preferred stock (par value $25 per share) at $28 per share; 
200,000 shares of $5.875 cumulative preferred stock (without par value) at $100 per share; and 
500,000 shares of auction rate, series A, cumulative preferred stock (without par value) at $100 per 
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In April 2007, LG&E agreed with Fidelia to eliminate the lien on two secured intercompany loans totaling $125 
million LG&E entered into two long-term borrowing arrangements with Fidelia in an aggregate principal 
amount of $138 million. The loan proceeds were used to fund the preferred stock redemption and to repay 
certain short-term loans incurred to fund the pension contribution made by the Company during the first quarter. 
LG&E also completed a series of financial transactions impacting its periodic reporting requirements. The 
pollution control revenue bonds issued by certain governmental entities secured by the $31 million Pollution 
Control Series S, the $60 million Pollution Control Series T and the $35 million Pollution Control Series U 
bonds were refinanced and replaced with new unsecured tax-exempt bonds of like amounts. Pursuant to the 
terms of the bonds, an underlying lien on substantially all of LG&E's assets was released following the 
completion of these steps. LG&E no longer has any secured debt and is no longer subject to periodic reporting 
under the Securities Exchange Act of 1934. 

Long-term debt maturities for LG&E are shown in the following table: 

(in millions) 
2008 - 201 1 $ -  
2012 25 
Thereafter 959 (a) 
Total $&& 

(a) Includes long-term debt of $120 million classified as current liabilities because these 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. Maturity dates for these bonds range from 2026 to 2027. LG&E does not expect to pay these 
amounts in 2008. 

Note 8 -Notes Payable and Other Short-Term Obligations 

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

- 

Total Money Amount Balance Average 
($ in millions) Pool Available Outstanding Available Interest Rate 
December 31,2007 $400 $ 78 $322 4.75% 
December 3 1,2006 $400 $ 68 $332 5.25% 

As of December 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, Inc., to ensure funding availability 
for the money pool. The balance is as follows: 
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Total Amount Balance Average .., 
Available Outstanding Available Interest Rate 

$150 $ 62 $88 4.97% 
$200 $102 $98 5.49% 

During June 2007, LG&E’s five existing lines of credit totaling $185 million expired and were replaced 
with short-term bilateral lines of credit facilities totaling $125 million During the third quarter of 2007, 
LG&E extended the maturity date of these facilities through June 2012 There was no outstanding balance 
under any of these facilities at December 31,2007. 

The covenants under these revolving lines of credit includc the following: 

0 

The debt/total capitalization ratio must be less than 70% 
E.ON must own at least 66.667% of. voting stock of LG&E directly or indii‘ectly 
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 31, 
2006 

Note 9 -Commitments and Contingencies 

Operating Leases. LG&E leases office space, office equipment and vehicles and accounts for these leases as 
operating leases. Total lease expense less amounts conlributed by affiliated companies occupying a portion of 
the office space leased by LG&E, was $5 million for 2007 and 2006 The future minimum annual lease 
payments for operating leases for years subsequent to December 31,2007, are shown in the following table: 

(in millions) 
2008 $ 5  
2009 4 
2010 4- 
201 1 3 
2012 3 

5 Thereafter __ 
Total $24 

Sale and Leaseback Transaction. LG&E is a participant in a sale and leaseback transaction involving its 38% 
interest in two jointly owned CTs at KU’s E W. Brown generating station (Units 6 and 7). Commencingin 
December 1999, LG&E and KU entered into a tax-efficient, 18-year lease of the CTs LG&E and KU have 
provided funds to fully defease the lease, and have executed an irrevocable notice to exercise an early purchase 
option contained in the lease after 15.5 years. The financial statement treatment of this transaction is no different 
than if LG&E had retained its ownership. The leasing transaction was entered into following receipt of required 
state and federal regulatory approvals. 

In case of default under the lease, LG&E is obligated to pay to the lessor its share of certain fees or amounts 
Primary events of default include loss or desh&on of tbe-CTs, failure to insure or maintain the CTs and 
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Mine Safety Compliance Costs. In March 2006, the Mine Safety and Health Administration enacted 
Emergency Temporary Standards regulations and has issued additional regulations as the result of the passage of 
the Mine Improvement and New Emergency Response Act of 2006, which was signed into law in .June 2006. At 
the state level, Kentucky and other states that supply coal to LG&E, 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 of the coal contracts LG&E has in place, provisions are made to 
allow for price adjustments for compliance costs resulting &om new or amended laws or regulations. LG&E has 
begun to receive information from the mines it contracts with regarding price adjustments related to these 
compliance costs and has hired a consultant to review all supplier claims for validity and reasonableness.. At this 
time LG&E has not been notified of claims by all mines and is reviewing those claims it has received. An 
adjustment will be made to the value of the coal inventory once the amount is determinable, however, the 
amount cannot be estimated at this time. The Company expects to recover these costs through the FAC. 

Environmental Matters. LG&E’s operations are subject to a number of environmental laws and regulations, 
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“ 

Clean Air Act Requirements. The Clean Air Act establishes a comprehensive set ofprograms aimed at 
protecting and improving air quality in the United States by, among other things, controlling stationary sources 
of air emissions such as power plants. While the general regulatory framework for these programs is established 
at the federal level, most ofthe programs are implemented and administered by the states under the oversight of 
the EPA. The key Clean Air Act programs relevant to LG&E’s business operations are described below. 

- 
Ambient Air Quality, The Clean Air Act requires the EPA to periodically review the available scientific data 

for six criteria pollutants and establish concentration levels in the ambient air sufficient to protect the public 
health and welfare with an extra margin for safety These concentration levels are known as national ambient air 
quality standards (“NAAQS”). Each state must identify “nonattainment areas” within its boundaries that fail to 
comply with the NAAQS and develop a SIP to bring such nonattainment areas into compliance. Ifa state fails to 
develop an adequate plan, the EPA must develop and implement a plan., As the EPA increases the stringency of 
the NAAQS through its periodic reviews, the attainment status of various areas may change, thereby triggering 
additional emission reduction obligations under revised SIPS aimed to achieve attainment. 

In 1997, the EPA established new NAAQS for ozone and fine particulates that required additional reductions 
in SO2 and NOx emissions fiom power plants. In 1998, the EPA issued its final ‘WOx SIP Call” rule requiring 
reductions in NOx emissions of approximately 85% &om 1990 levels in order to mitigate ozone transport fiom 
the midwestern  US^ to the northeastem US.  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 
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Hazardous 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 identifying 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 SIPs 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 CAIR programs to 
ensure that the 2010 mercury reduction 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 federal courts. In 
February 2008, a federal appellate court issued a decision in one of the proceedings vacating the cmrent CAMR, 
an outcome that may have the effect ofresulting in more stringent mercury reduction rules.. However, the ruling 
could be subject to fiuther appeal. In 2006, Kentucky proposed to amend its SIP to adopt state requirements 
similar to those under the federal CAMR. In 2005, the local air agency in Jefferson County, Kentucky adopted a 
regulation aimed at regulating additional hazardous air pollutants from sources including power plants.. A 
similar regulation was proposed by the Kentucky air agency in 2006, but it was withdrawn in 2007. To the 
extent those rules are final, they are not expected to have a material impact on LG&E’s power plant operations., 

Acid Rain Program. The 1990 amendments to the Clean Air Act imposed a two-phased cap and trade program 
to reduce SO2 emissions kom 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. 

Regional Haze“ 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 
fkture 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 1952 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 ofcontrols that would otherwise he required by 
BART. The final rule has been chailenged in the couts. 
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Section I I4 Requesrs. In August 2007, the EPA issued administrative infom1ation 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 Trimble County 1 generating units and KU's Ghent 2 generating unit. 
The Companies are complying with the information requests and are not able to predict fufier proceedings in 
this matter at this time. 

. .  . ,  . I -  

Louisville Gas and Eleclric Company I(2) - A Rescbmission 1 / /  

General Environmental Proceedings.. From time to time, LG&E 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 remediation obligations for former manufactured gas 
plant sites; liability under the Comprehensive Environmental Response, Compensation and Liability Act for 
cleanup at various off-site waste sites; ongoing claims regarding alleged particulate emissions l?om LG&E's 
Cane Run station and ongoing claims regarding GHG emissions eom LG&E's generating stations. With respect 
to the former manufactured gas plant sites, LG&E has estimated that it could incur additional costs of less than 
$1 million for remaining clean-up activities under existing approved plans or agreements. Based on analysis to 
date, the resolution of the other matters is also not expected to have a material impact on the operations of 
LG&E. 

Note 10 -Jointly Owned Electric Utility Plant 

LG&E owns a 75% undivided interest in Trimble County LJnit 1 which the K.entucky Commission has allowed 
to be reflected in customer rates. Of the remaining 25% of the Unit, IMEA owns a 12.12% undivided interest, 
and IMPA owns a 12.88% undivided interest. Each company is responsible for its proportionate ownership 
share of fuel cost, operation and maintenance expenses and incremental assets. The following data represent 
shares of the jointly owned property: 

Trimble County Unit 1 
LG&E IMPA rMF,A Total 

Ownership interest - 75% 12.88% 12.12% 100% 
Mw capacity 383 66 62 511 

(in millions) 
LG&E's 75% ownership: 
Cost $633 
Accumulated depreciation - 246 
Net book value ZiLLL 

Construction work in progress 
(included in above) $ 27 

LG&E and IUJ have begun construction of TC2, ajointly owned unit at the Tnmble County site.. LG&E 
and KU own undivided 14.25% and 60.75% interests, respectively, in TC2.. Of the remaining 25% of 
TC2. IMEA owns a 12.12% undivided interest and IMPA owns a 12.88% undivided interest. Each 

20071'24 

company is responsible for its proportionate share of capital cost during construction, and fuel, operation 
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TC2 
LG&E KU IMPA M E A  Total 

Ownershiu interest 14.25% 60.75% 12 88% 12.12% 100% 

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

I 1  zoo71a4 

Mw capacity 107 455 97 91 750 

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

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

(Sin millions) LG&E 
(9 

(S) Net 
Mw (S) Dcpn- Book 

Owncnhip Pcrceniage Capacily Carl cialion Valuc 

ffi&E53%, KU47%(1) 146 58 (12) 46 

LO&E 38%, KU 62% (2) 118 50 (IO) 40 

LO&E 29%, KU 71% (3) 92 32 (G) 26 

UjBE 37%, KU (13% (4) 23G 79 (8) 71 

LO&E 29%. KU 71% (5) "In 3 3 

KU 
6) 

(S) Ne1 
Mw ($) Dcpn- Book 

Capacity Cost ciation Value 

129 51 (11) 40 

I90 78 (14) M 

228 SO (14) 66 

404 137 (17) 120 

nln 9 (2) '7 

101nI ._ 
(9 

(S) Ncl 
Mw ($) Deprc- Book 

Capacity Cost ciation Value 

275 109 (23) 86 

308 128 (24) 104 

320 112 (20) 92 

640 216 (25) 191 

nla 12 (2) IO 

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 8-11 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 10 Mw of capacity for LG&E. 

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

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

Note 11 - Segments of Business and Related Information 

LG&E is a regulated public utility engaged in the generation, transmission, distribution and sale of electricity 
and the storage, distribution and sale of natural gas LG&E is regulated by the I b t u c k y  Commission and files 
electric and natural gas financial information separately with the Kentucky Commission. The ICentucky 
Commission establishes rates specifically for the electric and natural gas businesses. Therefore, management 
reports analyze financial performance based on the electric and natural gas segments of the business. Financial 
data for business segments follow: 
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(in millions) 
__ 2007 
Operating revenues 
Depreciation and amortization 
Income taxes 
Interest income 
Interest expense 
Net income 
Total assets 
Construction expenditures 

2006 
Operating revenues 
Depreciation and amortization 
Income taxes 
Interest income 
Interest expense 
Net income 
Total assets 
Construction expenditures 

Note 12 -Related Party Transactions 
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Electric 

$ 933 
107 
54 

1 
41 

112 
2,669 

157 

$ 943 
105 
51 

1 
33 

107 
2,s 19 

111 

- Gas 

$ 353 
19 
5 

9 
8 

644 
37 

$ 395 
19 
5 

8 
10 

665 
35 

- 

$1,286 
126 
59 

1 
50 

120 
3,313 

194 

$1,338 
124 
62 

1 
41 

117 
3,184 

146 

LG&E, subsidiaries of E.ON US. and subsidiaries of E.ON engage in related party transactions. Transactions 
between LG& and E.ON U.S subsidiaries are eliminated upon consolidation of E.ON US. Transactions 
between LG& and E.ON subsidiaries are eliminated upon consolidation of E.ON. These transactions are 
generally perfonned at cost and are in accordance with FERC regulations under PUHCA 2005 and the 
applicable Kentucky Commission.regulations. The significant related party transactions are disclosed below. 

Electric Purchases 

LG&E and KU 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 electric operating 
revenues and purchased power operating expense. LG&E intercompany electric revenues and purchased power 
expense for the years ended December 31, were as follows: 

(in millions) 
Electric operating revenues from KU 
Purchased power fiom KU 

2007 2006 
$9.3 $99 
46 71  
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(in millions) 
Interest on money pool loans 
Interest on Fidelia loans 

Date of Report YearlPeriod of Report 
(Mo, Da. Yr) 

/ /  2007IQ4 

2007 2006 
$ 4  $ 2  

17 11 

Other Intercompany Billings 

EON IJS., Services provides LG&E With a variety of centralized administrative, management and support 
services. These charges include payroll taxes paid by E.ON US.  on behalfofLG&E, labor and burdens of E.ON 
U.S. Services employees performing services for LG&E and vouchers paid by E.ON US. Services on behalf of 
LG&E. The cost of these services is directly charged to LG&E, 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, LG&E and KU provide services to each other and to E.ON U.S. Services. Billings between LG&E 
and K'IJrelate 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 &om LG&E to E.ON US.  
Services include cash received by E.QN 1J.S. Services on behalf of LG&E, primarily tax settlements, and other 
payments made by LG&E on behalf of other non-regulated businesses which are paid through E.ON U S  
Services. 

Intercompany billings to and fromLG&E for the years ended December 31, were as follows: 

(in millions) 2007 - 2006 
E.ON ILS. Services billings to LG&E $385 $2.30 
LG&E billings to KU 12 53 
KU billings to LG&E 6 56 
LG&E billings to E.ON IJS Services 12 7 

In December 2007, LG&E received a capital contxibution firom its shareholder, E.ON U S. in the amount of $20 
million. 

Note 13 -Accumulated Other Comprehensive Income 

Accumulated other comprehensive income (loss) consisted of the following: 
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Minimum 
Pension Accumulated 
Liability Derivative Income 

(in millions) Adiustment GainorLoss pre-Tax Taxes 
Balance at December 3 1,2005 $ (77) $(W $(95) $37 $(58) 

- 47 Minimum pension liability adjustment 77 71 (30) 
Gains (losses) on derivative instruments 

designated and qualifying as cash flow 
2 hedging instruments ___ - 3 - 3 4) - 

Balance at December 31,2006 (15) (15) G (9) - 

Gains (losses) on derivative instruments 
designated and qualifying as cash flow 
hedging instruments ___ .-.fa -...fa - A  2 

Balance at December 3 1,2007 && X?JJ u m  
Subsequent to the application of SFAS No. 158, adjushnents 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 3 1,2007 or 2006. 

Note 14 -Notes to Statement of Cash Flows 

Supplemental disclosures of cash flow information 

(in millions) 2006 
Cash paid during the period for: 
Income Taxes $62 $64 
Interest on borrowed money 23 22 
Interest to affiliated companies on borrowed money 15 11 

Note 15 -Notes to Statement of Income for the Year 

This Report is: 
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See page 115, line 6,  column (g). Electric Utility Depreciation Expense includes $5.5 million applicable 
to Common IJtility Plant apportioned to Electric Operations. 

See page 115, line 6, column (i). Gas IJtility Depreciation Expense includes $2.0 million applicable to 
Common Utility Plant apportioned to Gas Operations. 

See page 11 5, line 8, column (g). Electric LJtility Amortization and Depletion of IJtility Plant includes $4.6 
million applicable to Common Utility Plant apportioned to Electric Operations. 

See page 115, line 8, column (i). Gas Utility Amortization and Depletion of [Jtility Plant includes $1.6 million 
applicable to Common Utility Plant apportioned to Gas Operations. 

... 
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On February 7,2008 and February 25,2008, the ratings of the Louisville Metro 2003 Series A 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 

On February 26,2008, LG&E commenced steps, including notice to relevant parties, to convat the Louisville 
Metro 2005 Series A bonds fiom the auction rate mode of  interest to a weekly interest rate mode Such 
conversion is scheduled to occur on March 24,2008. 

On February 27,2008, LG&E commenced steps, including notice to relevant parties, to convert the Louisville 
Metro 2007 Series A and 2007 Series B bonds from the auction rate mode of interest to a weekly interest rate 
mode. Such conversions are scheduled to occur on April 4,2008. 

Beginning in late 2007, the interest rates on these 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% During 2007, the average rate on 
the auction rate bonds was 3.77%, whereas the average rate in January and February of 2008 was 4 58% 

On March 4,2008, the FERC issued an Order approving the MISO exit fee recalculation agreement which 
provides LG&E with an immediate recovery of less than $1 million and a n  estimated $2 million over the next 
eight years for credits realized kom other payments the MIS0 will receive, plus interest 

. I _  
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Report of Independent Audi tors  

To the Shareholder of Louisville Gas and Electric Company: 

We have audited the accompanying balance sheets of Louisville Gas and Electric Company as of 
December 32, 2006 and 2005 and the related statements of income, retained earnings and cash flows for 
the years then ended, included on pages 110 through 123 39 of the accompanying Federal Energy 
Regulatory Commission Form 1. 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 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 Louisville Gas and Electric Company as of December 31, 2006 and 2005, and the 
results of its operations and its cash flows for the years then ended 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., 

This report is intended solely for the information and use of the board of directors and management of 
Louisville Gas and Electric Company and for filing with the Federal Energy Regulatow Commission and 
should not be used for any other purpose 

n 

March 29, 2007 





INSTRUCTIONS FOR FILING FERC FORM NOS. 2,2-A and 3-Q 

GENERAL INFORMATION 

I. Purpose 

FERC Form Nos 2. 2-A. and 3-Cl are designed to collect financial and operational information from 
natural gas companies subject to the jurisdiction of the Federal Energy Regulatory Commission These 
reports are considered to be non-confidential public use forms 

11. Who Must Submit 

Each natural gas company whose combined gas transported or stored for a fee exceed 50 million 
dekatherms in each of the previous three calendar years must submit FERC Form Nos 2 and 3-Cl 

Each natural gas company not meeting the filing threshold for FERC Form No 2, but having total 
gas sales or volume transactions exceeding 200,000 dekatherms in each of the previous three calendar 
years must submit FERC Form Nos 2-A and 3-Q 

Newly established entities must use projected data to determine whether they must file the FERC 
Form No 3-0. and FERC Form Nos 2 or 2 A  

111. What and  Where to Submit 

(a) Submit FERC Form Nos 2,2-A and 3-Q electronically through the forms submission software at 
lilt~:llw~vw.ferc.~ovldocs-filinqleforms/form-2lelec~subm-soft.asp 

(b) 
2. 2-A. and 3-Q filings. 

(b) Submit immediately upon publication, by either eFiling or mail, two (2) copies to the Secretary of the 
Commission, the latest Annual Report to Stockholders and any annual financial or statistical report 
regularly prepared and distributed to bondholders, security analysts, or industry associations. Do not 
include monthly and quarterly reports, Indicate by checking the appropriate box on FERC Form No 2. 
Page 3, List of Schedules, if the reports to stockholders will be submitted or if no Annual Report to 
Stockholders is prepared. Unless eFiling the Annual Report to Stockholders, mail these reports to the 
Secretary of the Commission at: 

The Corporate Officer Certification must be submitted electronically as part of the FERC Form Nos, 

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

(d) For the CPA Certification Statement, submit with the original submission of this form, a letter or 
report (not applicable to respondents classified as Class C o r  Class D prior to January 1 ,  1984) prepared 
in conformity with the current standards of reporting which will: 

(i) attest to the conformity, in all material respects, of the schedules listed below with the 
Commission's applicable Uniform System of Accounts (including applicable notes relating thereto and the 
Chief Accountant's published accounting releases), and 

(ii) 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 55 158 10-158 12 for specific qualifications) 
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Reference 

Comparative Balance Sheet 
Statement of Income 
Statemerit of Retained Earnings 
Statement of Cash Flows 
Notes to Financial Statements 

Reference 
Schedules P a w s  

110-1 13 
114-1 17 
118-119 
120-121 
122-1 23 

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 

(c) Filers are encouraged to file their Annual Report to Stockholders, and CPA Certification Statement 
using eFiling To further that effort. new seleclions, "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/heIp/how-lo.aso 

(d) Federal, State and Local Governmenls and other authorized users may obtain additional blank 
copies of FERC Form Nos 2, 2-A and 3-Q free of charge from httn://www.ferc.qov/docs- 
filinq/eforms/form-Z/form-2.ndf , htlo://www.ferc.qov/docs-filinq/eforms/form-2a!form-2a.odf and 
htt~://www.ferc.oov/docs-filinq/eforms.a~~#3Q-~as 

IV. When to Submit: 

FERC Form Nos 2,2-A, and 3 - 0  must be filed by the dates: 

(a) FERC Form Nos. 2 and 2-A for each year ending December 31 must be filed by April 18Ih of the 
following year (18 C,.F.R, $5 260 1 and 260 2). 

(b) FERC Form No. 3-Q - Natural gas companies that file a FERC Form 2 must file the FERC Form No 
3-Q within 60 days after the end of the reporting quarter (18 CFR 5 260,300), and 

(c) FERC Form No 3-Q -Natural gas companies that file a FERC Form 2-A must file the FERC Form 
No,. 3-Q within 70 days after the end of the reporting quarter (18 CFR 5 260 300) 

Where to Send Comments on Public Reporting Burden 

The public reporting burden for the FERC Form 2 collection of information is estimated to average 
1,570 hours per response, including 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 Form 2-A coilectiorl of information is estimated to average 115 
hours per response,. The public reporting burden for the FERC Form 3-Q collection of informalion is 
estimated lo average 150 hours per response 

V. 

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, OKlce 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 iriformation does not display a valid control number (44 U S.C (i 3512 (a)). 
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GENERAL INSTRlJCTIONS 

I Prepare all reports in conformity with the Uniform System of Accounts (USofA) (18 CFR Part 201) 
Interpret all accounting words and phrases in accordance with the USofA. 

Enter in whole numbers (dollars or Dth) 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 balances at the end of the current reporting period, and use for statement of income 
accounts the current year's year to date amounts. 

Ill. Complete each question fully and accurately. even if it has been answered in a previous report 
Enter the word "None" where it truly and completely states the fact. 

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

VII., For any resubmissions. submit the electronic tiling using the form submission software only 
Please explain the reason for the resubmission in a footnote to the data field 

VIll. Footnote and further explain accounts or pages as necessary. 

IX. Do not make references to reports of previous periodslyears or to other reports in lieu of required 
entries, except as specifically authorized,, 

Wherever (schedule) pages refer to figures from a previous period/year. the figures reported must 
be based upon those shown by the report of the previous period/year, or an appropriate 
explanation given as to why the different figures were used 

XI Report all gas volumes in Dth unless the schedule specifically requires the reporting in a different 
unit of measurement 

I1 

X 
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I Btu per cubic foot - The total heating value, expressed in Btu, produced by the combustion, af 
constant pressure, of the amount of the gas which would occupy a volume of 1 cubic foot at a 
temperature of 60'F if saturated with water vapor and under a pressure equivalent to that of 30'F. and 
under standard gravitational force (980 665 cm. per sec) with air of the same temperature and pressure 
as the gas, when the products of combustion are cooled to the initial temperature of gas and when the 
water formed by combustion is condensed to the liquid state (called gross heating value or total heating 
value air 

II 
any Commission,. Name the commission whose authorization was obtained and give date of the 
authorization 

111 

IV 
instrumentality on whose behalf the report is made 

Commission Authorization -- The aulhorization of the Federal Energy Regulatory Commission, or 

Dekatherrn - A unit of heating value equivalent to 10 therms or 1,000,000 Btu 

Respondent - The person, corporation, licensee, agency, authority, or other legal entity or 
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FERC FORM NO. 2 
ANNUAL REPORT OF MAJOR NATURAL GAS COMPANIES 

IDENTIFICATION 

01 Exact Legal Name of Respondent 
Louisville Gas and Electric Company 

02 Year of Report 
Dec 3 1,2006 

04 Address of Principal Business Office at End of Year (Sfreef. City, Sfafe. Zip Code) 
220 W Main Street. P 0 Box 32010, Louisville, Kentucky 40232 

05 Name of Contact Person 
Susan K Emery 

06 Title of Contact Person 
Mgr - Regulatory Accounting 8 Reporting 

07 Address of Contact Person (Sfreef, Cify, Slate, Zip Code) 
P 0 Box 32010, Louisvilie. Kentucky 40232 

08 Telephone of Contact Person, Including 
Area Code 
(502) 627-3997 

03 Signature 

09 This Report is 
(1) 1x1 An Original 

(2) 11  A Resubmission 

04 Date Signed 
(Mo, Da, Yr) 

313 112007 

AnESTAT lON 

I O  Date of Report 
(Mo, Da. Yr) 

313 112007 

have examined lhis report and lo lhe besl 01 my knowledge. inlormalion. and belief all slalemenls 01 lac1 conlained in lhis report are 
:orrect slalemenls of lhe business affairs of Ihe respondent and lhe financial slalemenls. and olher financial informalion conlained 
n lhis report, conform in all material respecls lo lhe Uniform Syslem of Accounls 

01 Name 
S Bradford Rives 

02 Title 
Chief Financial Officer 

iitle 18. LJ S C 1001, makes it a crime lor any person knowingly and willingly lo make lo any Agency or Deparlment of lhe LJniled Stales any false. 
iclilious or lrauduienl slalernenls as to any malter within ils jurisdiclion 
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Name of Respondent This Report Is: Date of Report 
Louisville Gas and Electric Company (1) [XI An Original (Mo.Da.Yr) 

(2) [ 1 A Resubmission 0313 1 /ZOO7 

Omit pages where the responses are "none," "not applicable," or "NA " 

Title of Schedule 

GENERAL CORPORATE INFORMATION AND 
FINANCIAL STATEMENTS 

(a1 

General Information ............................................................................. 
Control Over Respondent, ..,. ................................................................ 
Corporations Controlled b 

Comparative Balance Sheet ................................................................... 
.................... 

Statement of Cash Flows ...................... ....................... 

BALANCE SHEET SUPPORTING SCHEDULES (Assets and Other Debits) 

Summary of Utility Plant and Accumulated Provisions for Depreciation, 
Amortization, and Depletion ....................... 

Gas Plant in Service .".. ................................................................................... 
Gas Properly and Capacity Leased from Others ...... 
Gas Property and Capacity Leased to Olhers ...................................................... 
Gas Plant Held for Future Use ........................................................................................ 
Construction Work in Progress-Gas ..................................................................... 
General Description of Construction Overhead Procedure ........................................ 

Investments in Subsidiary Companies .................. ......................... 
Prepayments. ............................................................................................................................. 
Extraordinary Properly Losse ... . . . . . . . . . . . . . . . . . .  .................. 
Unrecovered Plant and Regu 
Other Regulatory Assets. . _  .................................................... ........................ 
Miscellaneous Deferred Debits., ,,, .. l.lll I_. .,.,. .,. . 
Accumulated Deferred Income Taxes ................................................................. 

BALANCE SHEET SUPPORTING SCHEDULES (Liabilities and Other Credits) 

Year of Report 

Dec. 31,2006 

Capital Stock Subscribed, Capital Stock Liability for Conversion, Pre- 
mium on Capital Stock, and Installments Received on Capital Slock ...................... 

Other Paid-in Capital . . . . .  " ....... ........................ 

Capital Stock Expense ................................................ . . . . . . . . . . . . . . .  ..................... 
Securities Issued or Assumed and Securities Refunded or Retired 

Unamortized Debt Exp.., Premium and Discount on Long-Term Debt 

Reconciliation of Reported Net Income with Taxable Income for 
Unamortized Loss and Gain on Reacquired Debt.,. . . . . . . . . .  l_lll,.lll. ....................... 

ieierence 
Page No 

(b) 

101 
102 
103 
107 

108-109 
110-113 
114-1 17 
118-1 19 
120-121 

122 
122(a)(b) 

200-201 
204-209 

212 
213 
214 
216 
218 
219 
220 

222-223 
224-225 

230 
230 
230 
232 
233 

234-235 

250-251 

252 
253 
254 
254 

255 
2 5 6 - 2 5 : 
258-25! 

260 

261 

)ale Revised 

(CI 

Remarks 

(d) 

.. 

None 
None 
None 

None 

None 
None 

None 

None 
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Name of Respondent 
Louisville Gas and Electric Company 

I Tille of Schedule I PageNo 

This Report Is: Date of Report Year of Report 
(1) [XI An Original (Mo.Da.Yr) 
(2) [ ] A Resubmission 03/, 

(a) 
BALANCE SHEET SUPPORTING SCHEDULES 

es and Other Credits) (Continued) 

Taxes Accrued, Prepaid and Charged During Year . . , , ,  

Miscellaneous Current and Accrued Liabilities , , . , , , . ,  

Other Deferred Credits. . . ., . . . , , , . . . , ,  , 

Accumulated Deferred Income Taxes--Other Property. ,, , .. . 

Accumulated Deferred Income Taxes--Other . , . , ,  . .,, , , . . 

Other Regulatory Liabilities. , , ., . . . , , . . , , . , , ,. ., . "  " , 

INCOME ACCOUNT SUPPORTING SCHEDULES 

tb) 

262-26:! 
268 
269 

274-27': 
276-277 

278 

300-30 1 
3 0 2 - 3 0 2 

304-305 
306-307 

308 
3 1 7-325 

328 
33 1 
332 
334 
335 

336-33e 

340 

Gas Operating Revenues,, , ,,., .. , .. . .. , . . . . . . ,  " , , , , . ,  " , , .  , . ,  .. 
Revenues from Transportation of Gas of Others Through Gathering Facilities, , , .  , 

Revenues from Transportation of Gas of Others Through Transmission Facilities ... 
Revenues from Storage Gas of Others , . . ., ., . . . . ., , . . . , .  . , ,  . 

Other Gas Revenues. . . . , " .  , . ., . , ,., . , , . , , ,., , ,  , , . . ,. , . .. ., . . .". 
Gas Operation and Maintenance Expenses ., ., ., , , ., . ., , ,  , ,. , . . . ., , ,  , , ,  , ,  

Exchange and Imbalance Transactions . , . . ., . .. , . , . . . , , .,. 

Gas Used in Utility Operati .~ ., . . , , . , , , . , .  ~ . ~ .  ., . . ,  . , . ,  , . , .  , ,  , , , . , ,  ,.,., . . ~  
Transmission and Compre f Gas by Others ." .., , , , ., I ,  . , .., . . .,,., . ,  , 

Other Gas Supply Expenses . . .,, . . . ,., . ., ., . ...,.. . , . . . , . , .  ~ . , ,  . , , , , , , . . ,  . , , .  ~ 

Miscellaneous General Expenses-Gas ., _, I ,." .. .. . ,.,. , . .~ .,,. . , . ,  .,. .,_.., ,.,~. .. ,~ 

Depreciation. Depletion, and Amortization of Gas Plant., .. ,". ..,.. I . .,,, . ,I .,... .. ., . 

Particulars Concerning Certain Income Deduction and Interest Charges 
Accounts . ,, . . , , , , , . , , , , , ., , ,. ,., . , I I,  .". . ., , ., , ,., . "  " ,  . , , , , . , . ., 

COMMON SECTION 

Regulatory Commission Expenses . ., .. . , , , . , "  . ,  .,,., , , . . . "  ., . ., ., ., ., , , 

Distribution of Salaries and Wages . , ,  ., . , . .. . ,.. .. .. . ., , ,  . ., ,.,., ,., , ,  ., , . ,  .,. . 

Charges for Outside Professional and Other Consultative Services , ,  .,, .,, ., , , 

GAS PLANT STATISTICAL DATA 
Compressor Stations ., . ,., . . . . . . ...,, ~, ., . .,,  , ,  ., .,., ~ . , . ,  , , . . ~ .  . 

Transmission Lines .,. . .. ., " ,  . , . , . , . . ., , , ., . . . ", ,. ., .,, , . , , , . . ., . . ., ., . ,,, , .,, . 
Transmission System Peak Deliveries . , ,, ., .. . . . ,,, ,. ., , , . . . . . , , .,, . , . ., . , 

Auxiliary Peaking Facilities. . . . ., , , ,  , , ., , . , . , . . ., ., ., . , . ,. , ,., , . , , , . .,, 

Gas Account-Natural Gas . . , ,  , ,  , . , . . . . . ,., . . , ., , , . . , ., 

System Map .., . . ,. ,. . ., , " .  , , , . . , , .  . ,., ., . " . "  ., , . , , ., , ., , , 

Footnote Reference.. I ., , , , , , , , , , , .,, . , ,. , . ,. , , . . ,  . . ,. . ., ,. . , , 

Footnote Text. ., . .. . ., , ., ., , ., . .., , , , ,  . " , . ,  ... ., , . . . . , . , , . . 
Stockholders' Reports , , , , . , , . , , ., .. . . , , . . , , , , . , , 

Gas Storage Projects .,. , . , , ., . ., ., . ., ~ , ,  , , .~, .., ., . . , "  .,.,.,, . ,  , ,  , , ., 

350-351 
354-355 

357 

5 0 8 - 5 0 9 
5 12-51 3 

514 
518 
519 
520 
522 
55 1 
552 

'FERC Form 1 pages substituted 
"Disclosed as a supplemental page located in front section of Form 2 

2007 IDec. 31,2006 

Dale 
Revised 

(C) 
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lame of Respondent 

juisuille Gas and Electric Company 

2 Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation 
If incorporated under a special law, give reference to such law If not incorporated, state that fact and give the type 
of organization and the date organized 

Kentucky - July 2, 1913 

This Report Is: Date of Report Yeadperiod of Report 
( 1 )  An Original (Mo. Da. Yr) 

End of 2006/Q4 (2) 0 AResubmission 03/31/2007 

3 If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of 
receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by which the receivership or 
trusteeship 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 

Respondent furn i shes  electric and gas service in t h e  City of Louisville and adjacent territory in 
Kentucky. 

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 )  El No 

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



ame of Respondent 

)uisville Gas and Electric Company 

This Report Is: 
(1) An Original 
(2) c] A Resubmission 

Date of Report 
(Mo, Da. Yr) 

03/31/2007 

YearPeriod of Report 

End of z 0 0 6 m  

CQNTRQLOVERRESPONDENT 

1 If any corporation, business trust, or similar organization or a combination of such organizations jointly held 
ontrol over the repondent at the end of the year, state name of controlling corporation or organization, manner in 
rhich control was heid, 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 beneficiaw or beneflciearies for whom trust was maintained, and DurDose of the trust 

G&E is a wholly-owned subsidiary of E.ON U S, LLC.. formerly known as LGBE Energy LLC,. E.ON U,S is a wholly-owned subsidiary 
f E,ON, a German corporation, making LGBE a wholly-owned subsidiary of E ON. 

FERC FORM NO. 1 (ED. 12-96) Page 102 



Name of Respondenl 

Louisville Gas and Eleclric Company 

Line Name of Company Controlled 
No 

(a) 

Date of Reporl 
(Mo. Da. Yr) End of 2006/04 

YearlPeriod of Report I 03/31/2007 

I :;? Rk?&rI Is: 
n Original 

(2 )  n A  Resubmission 

Kind of Business Percent Voling Foolnole 
Stock Owned Ref 

(b) (C) (d) 

C ~ R P O R ~ I O N S  CONTROLLED BY R ~ P O N D E N T  

1 Report below the names of ai l  corporafions. business trusts, 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. state the fact in a footnote and name the other interests 

Definitions 
1 See Ihe Uniform System of Accounts for a definition of control 
2. Direct control is that which is exercised without interposilion of an intermediary 
3 Indirect conlrol 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 the 
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 

I 1 I - No1 AoDlicable - I I I 

I 
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4ame of Respondent 
..ouisville Gas and Electric Company ( 1 )  An Original End of 2006/Q4 

(2) A Resubmissiori 

ve 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 
'ormation 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 consideration given therefore and state from whom the 

mchise rights were acquired If acquired without the payment of consideration, state that fact. 
Acquisition of ownership iri other companies by reorganization, merger, or consolidation with other compariies: Give names of 

lmpanies involved, particulars coricerning the transactions, name of the Commission authorizing the transaction, and reference to 
~mmission 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 Account: 
?re submitted to the Commission 

Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give 
fective dates, lengths of terms, names of parties, rents, and other condition, State name of Commission authorizing lease and give 
ference to such authorization 
lrnportant extension or reduction of transmission or distribution system: State territory added or relinquished and date operations 

?gan or ceased and give reference to Cornmission authorization. i f  any was required State also the approximate number of 
islomers added or lost and approximate annual revenues of each class of service Each natural gas company must also state major 
?w continuing sources of gas made available to it from purchases, development, purchase contract or otherwise, giving locatiori 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 
?bt and commercial paper having a maturity of one year or less. Give reference to FERC or State Commission authorization, as 
,propriate. and the amount of obligation or guarantee. 

Changes in articles of incorporation or amendmenls to charter: Explain lhe nature and purpose of such changes or amendments, 
State the 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 

nceedings culminated during the year 
3 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 compariy or known associate of any of these persons was a 
aTty 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 
pplicable in every respect arid furnish the data required by Instructions 1 to 1 1  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 than 30 
ercent please describe the 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, or affiliated companies through a 
ash management program(s) Additionally, 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 
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Name of Respondent 

Louisville Gas and Electric Company 

1. None 

2. None 

3. None 

4. None 

5,  None 

6., At December 31. 2006, the Company had obtained authorization from the SEC under PUHCA SEC File No. 
70-09985 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, In 
connection with the repeal of PUHCA. the Company also received FERC authorization under the FPA Docket No, 
ES06-4-000 for up to $400 million in short-term debt through November 30.2007. LG&E's money pool balance 
increased from $52 million at the end of the third quarter to $68 million at the end of the fourth quarter See Note 7 
of Notes to Financial Statements. 

7 .  None. 

8. 

9. 

10. None 

11. NIA. 

1 2  NIA 

13. Paula H. Pottinger was appointed Senior Vice President-Human Resources effective January 2, 2006. David A. 
Vogel announced his resignation as Vice President - Retail and Gas Storage Operations during March 2007., 

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

None of a material nature. 

See Notes 2.9 and 16 of Notes to Financial Statements 

This Report is: Date of Report YearlPeriod of Report 
( l ) &  An Original (Mo, Da. Yr) 
(2) - A  Resubmission 03/31/2007 zootiia4 

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



I I I I 
FERC FORM NO. 1 IREV. 12-03) Paae 110 



Name of Respondent 

Louisville Gas and Electric Company 

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

t--- 
'Line 

- .. . . - 
Date of Report 
(Mo, Da, Yr) 

YearlPeriod of Report 

03/31/2007 End of 2006/a4 

I '.lo 

Current Year 
nd of OuarlerIYear 

65 

88 

72 

Prior Year 
End Balance 

75 - 
76 
77 
78 

- 
___ 

Titie of Account 
(a) 

.ess) Noncurrent Portion of Allowances 
lores Expense Undislribuled (163) 
;as Stored Underground - Currenl (164.1) 
iquefied Natural Gas Stored and Held for Processing (164.2-164.3) 
repayments (165) 
dvances for Gas (166-167) 
iterest and Dividends Receivable (171) 

Ref 
Page No 

(b) 

227 

:ents Receivable (172) 
ccrued Utility Revenues (173) 
liscellaneous Current and Accrued Assels (174) 
lerivalive Instrument Assets (175) 
.e%) Long-Term Portion of Derivative lnslrumenl Assets (175) 

.xtraordinary Properly Losses (182.1) 
lnrecovered Plant and Regulatory Sludy Costs (182.2) 
)[her Regulatory Assets (182.3) 
'reiirn. Survey and Investigation Charges (Electric) (183) 
'reliminary Natural Gas Survey and lnvesligation Charges 183.1) 
)ther Preliminary Survey and lnvesligation Charges (183.2) 
:learing Accounts (184) 

lerivmve lnslrumenl Assets - Hedges (176) 
.ess) Long-Term Ponioii 01 Derivative nstrLrnenl Assets. Hedges (176 
otal Current an0 Accrued Assets (Lines 34 IhroJgh 66) 

lnarnonued DEDI Expenses (181) 

____ 
_ _ _ _ _ ~  

_____ 
DEFERRED DEBITS - 

230 
230 
232 

'emporary Facilities (185) 
kcelianeous Deferred Debits (186) 
lef. Losses from Disposition of Uliiily PII. (187) 
iesearch. Devel. and Demonstration Expend. (188) 
lnamortized Loss on Reaquired Debt (189) 
mmnulaled Deferred Income Taxes (190) 
Inrecovered Purchased Gas Cosls (191) 
'olal Deferred Debils (lines 69 through 83) 
'OTAL ASSETS (lines 14-16. 32.67. and 84) 

~~ ~ 

233 

352-353 

234 

- 

Balance 12/31 

82.837.901 124.868.86 

5.379.9211 4.142.67: 

175,044 J5.0.4t 
37.407 47,451 

52.720.000 81.765.001 

895.627 1,619,251 

1 

3G3.462.8461 481,519,731 

8.538.721 

. .  - . .  . . .  . .  . 
. . .: ~ :; _. 

_.____ H.132.045 

69.034 

756.750 287,17! 

36,346,566 67.015.48: 
n 8 

284632,529 215.657.29: 
3.008.892.735 3 019.442.32t - .. 
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-. 

Name of Respondent This Report is: 

(2) c] A Rresubrnission 
(1) An Original Louisville Gas and Electric Company 

Date of Report YearlPeriod of Report 
(mor da, vr) 

zaa6/04 03/31/2007 end of 

COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS) i 

Current Year Prior Year 
Line Ref End of Cluarter/Year End Balance 
No Titie of Account Page No Balance 12/31 

I I I I 

. . . FERC FORM NO. I (rev. 12-03) Page 112 

(a) (b) (C) (d) 

1 PROPRIETARY CAPITAL 
2 Common Stock Issued (201) 250-251 425,17a.424 425,17a.424 
3 Preferred Stock Issued (204) 25a-251 71,519,300 71,519,300 
4 Capilal Stock Subscribed (202. 205) 252 a 0 
5 Stock Liability for Conversion (203, 206) 252 0 a 
6 Premium on Capital Stock (207) 252 0 0 
7 Other Paid-In Capilal (208-211) 253 40,005,699 4a,a05,69~ 
8 lnslallments Received on Capital Stock (212) 252 0 a 
9 (Less) Discount on Capilal Stock (213) 254 a a 
la (Less) Capital Stock Expense (214) 254 1,924,169 1,924.168 
I1 Retained Earnings (215, 215.1, 216) 118-119 639,104,730 620,981.498 

13 (Less) Reaquired Capital Stock (217) 250-251 12.125 12.125 

15 Accumulated Other Comprehensive Income (219) 122(a)(b) -9,305.657 -58,169.83C 

17 LONG-TERM DEBT 

12 Unapproprialed Undistributed Subsidiary Earnings (216.1) iie-119 a a 

14 Noncorporate Proprielorship (Non-major only) (218) a 0 

16 Total Proprielary Capital (lines 2 through 15) 1,164,558,202 I ,097.570.79e 

18 Bonds (221) 2 5 6.2 5 7 574.3a4.aoa 574.304.00~ 
19 (Less) Reaquired Bonds (222) 256-257 a [ 

20 Advances from Associated Companies (223) 256-257 225,aaa,aoa 225.oao.oac 
21 Olher Long-Term Debt (224) 256-257 2o.aaa.aaa 21,25a.a0[ 
22 Unamortized Premium on Long-Term Debt (225) 0 
23 (Less) Unamortized Discount on Long-Term Debt-Debit (226) 0 ( 

24 Tolal Long-Term Debt (lines 18 lhrough 23) 8i9.304,aoa 82a.554.aa( 

26 Obligations Under Capital Leases . Noncurrent (227) 0 c 
27 Accumulated Provision for Property Insurance (228.1) a c 
28 Accumulated Provision for Injuries and Damages (228.2) a 1 

30 Accumulated Miscellaneous Operating Provisions (228.4) 0 1 

31 Accumulated Provision for Rate Refunds (229) a 1 
32 Long-Term Portion of Derivative Instrument Liabilities a 1 
33 Long-Term Portion of Derivative lnslrumenl Liabililies . Hedges a 1 

25 OTHER NONCURRENT LIABILITIES 

29 Accumulaled Provision for Pensions and Benefils (228.3) 99,316.147 66.918 14' 

34 Assel Retirement Obligations (230) 2e.430.702 26,549.211 
35 Total Olher Noncurrent Liabilities (lines 26 through 34) 127,746,849 93.468.15' 
36 CURRENT AND ACCRUED LIABILITIES 

38 AccountsPayabie (232) 162.796.168 224.824.98! 
39 Notes Payable to Associated Companies (233) 67.824.aoo 141.245.00l 
40 Accounts Payable to Associated Companies (234) w.907.690 55,733.96 
41 Customer Deposits (235) 18,146,501 16.751.79! 
42 Taxes Accrued (236) 262-263 28.624.485 7,567.13 

44 Dividends Declared (238) 906,340 818.841 

37 Notes Payable (231) a 1 

43 interest Accrued (237) 2,324,124 2,3ae..aa: 

45 Matured Long-Term Debt (239) 0 1 



- 
larr 

ouis 

__ 
(1) An Original ville Gas and Electric Company 
(2) [3 A Rresubrnission 

le of Respondent I This Report is: I DaieofReport I YearlPeriod of Report 
(mo, da. yr) 
03/31/2007 end of 2006/Q4 

366.773.191 
21,910,462 
553,208,889 

3.008.892.735 

COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDIT63ntinued) 

390.926,95: 
22.426.941 
548.839.60: 

3.019.442.32d 

Current Year Prior Year 

Page No Balance 12/31 

1,350,185 2,096,lOi 
7,075.407 7.040,17': 

I c 
119.8951 623,771 

I 01 r 

I 01 c 
344.074.7951 459.009.7Gf 

I I 

16,806,393 
266-267 41,070.237 42.091.89~ 

51.278.035 41,634.19! 
55.370.571 41.893.41f 

777-777 I 

FERC FORM NO. 1 (rev. 12-03) Page 113 



Name of Respondent This Re ort Is: Date of Report 

Louisville Gas and Eleclric Company (2) [-]A Resubmission 03/31/2007 
(1) +jAn Original (Mo. Da. Yr) 

1. Enter in column (d) the balance for lhe reporting quarter and in column (e) the balance for the same three month period for the prior year 
2 Report in column (f) the quarter to date amounts for electric utility function; in column (h) the quarter to date amounts for gas Utility. and in B) the 
quarter to date amounts for other utility function for the current year quarter 
3. Report in column (g)  the quarter to date amounts for electric utility function; in column (i) the quarter to date amounts for gas utility, and in (k) Ihe 
quarter to date amounts for other utility function for the prior year quarter 
4, If additional columns are needed place them in a footnote 

Annual or Quarterly if applicable 
5,. Do not report fourth quarter data in wlumns (e) and (0 
6 Report amounts for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in anolher utility columnin a similar manner to 
a utiiity department. Spread the amount(s) over lines 2 thN 26 as appropriate lndude these amounts in columns (c) and (d) totals 
7 Report amounts in acwunt 414, Other Utility operating inwrne. in lhe same manner as acwunts 412 and 413 above 
8. Report data for lines 8,lO and 11 for Natural Gas companies using acwunts 404 1,404.2,404,.3.407.1 and 407 2. 

I 

Year/Period of Report 
End of 2006/Q4 

Titie of Acwunl 

FERC FORM NO. 1 / 3 4  (REV. 02-04) Page 114 



ne 01 Respondent 

iisville Gas and Electric Company 

Give concise explanations concerning unseltied rate proceedings where a Contingency exists such thal refunds of a material amount may need to be 
,de to the ulility's customers or which may result in material refund to the ulility with respect to power or gas purchases Stale for each year effected 
~ gross revenues or costs to which the contingency relates and the lax eifects logelher with an explanation of the major factors which aifect the rights 
Ihe utility to retain such revenues or recover amounls paid with respect lo power or gas purchases 
Give concise explanalions concerning significant amounls of any refunds made or received during the year resulting from setllement of any rate 
iceeding affecting revenues received or costs incurred for power or gas purches. and a summary of the adjuslmenfs made to balance sheet. income. 
jexpenseaccounts 
If any notes appearing in the report to stohholders are applicable lo the Statement of Income. such notes may be included at page 122 
Enter on page 122 a concise explanation of only those changes in accounting methods made during the year which had an effect on net income. 

luding the basis of allocations and apportionments from lhose used in the preceding year. Also. give the appropriate dollar eifecl of such changes 
Explain in a footnote if the previous year'slquarteh figures are different from that reported in prior reports 
I f  the columns are insuffcient for reporting additional utility departments. supply the appropriate account titles report !he information in a footnole to 

s schedule. 

This Re or1 Is: Dale of Report Yeavt'erioo 01 uepon 
(1) d A n  Original End of 2006/04 (Mo. Da. Yr) 
(2) C ] A  Resubmission 03/31/2007 

Current Year to Date Previous Year to Date 
fin dollars) (in dollars) 

Current Year lo Date Previous Year to Date Current Year to Date 
fin dollars) fin dollars) lin dollan) 

100,808,567 

167.062 

4 341 843 

1 

-848.553 1 -3.899.663 -173.109 1 -184.870 

I I I I 

101,618,558 16,970 785 16.404.490 

129,151 35.857 

4.653.093 1 525 512 1 463 214 

1,444,567 

16.415.982 

49.730.505 

8.748325 

46,003,190 

44.641.919 

(in dollan) 

9,147,123 816.370 3,961.1 84 

15.190.375 5292,709 4,904,141 

72,210,651 12.924.289 5,370,719 

9,975,407 2.612.860 1,046,637 

26.913.222 6,597,040 6.365.276 

41,742,943 16,196.195 5984.872 

I 1  

1.004.606 

1.277.593 

801,813,725 

140.846.804 

I '  
I 1  

867.263 

7 0 0.9 5 6 780.446 

833.763.339 377.858.772 418389.870 

153,632,295 17.370.806 18.514.032 

FERC FORM NO 1 (ED 12-96) Page 115 
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Date 01 Repoi  Name of Respondent ;? Re&rl Is: YearlPeriod of Reporl 
Louisville Gas and Electric Company 

. 
~ 

End of 2006lQ4 n Original (Mo. Da. Yr) 
(2 )  C ] A  Resubmission 0313 112007 

STATEMENT OF INCOME FOR THE YEAR (conlinued) w Line TOTAL 
No Ended Ended 

(Ref 1 Quarterly Only Ouarterly Only 
Tille of Account Page No Current Year Previous Year No 4thQuatier No 4thQuaiter 

(a) (b) (C) (d) (e) (1) 

I I I I I 
:ERG FORM NO 113-0 (REV 02-04) Page 117 



dame of Respondent 

.ouisville Gas and Electric Company 

This Re ort Is: 
(1) d A n  Original 
(2) n A  Resubmission 

h e  
NO 

Date 01 Report 
(Mo, Da. Yr) 
03/31/2007 

YearlPeriod of Report 
End of 2006/Q4 

Current Previous 
QuarterNear Quarter/Year 

Contra Primary Year to Date Year to Date 
Accounl Afiected Balance Balance 

ld) 

4 

5 
6 
7 
0 

I 



m e  of Respondent 
iuisvilie Gas and Eleclric Company 

I I 
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 should be identified as to the retained earnings account in which recorded (Accounts 433, 436 

139 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 

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 reserved or appropriated. If such reservation or appropriation is to be 

If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123 

f credit, then debit items in that order 

current, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated 

This Re orl Is: Date of Report Yeadperiod of Report 
(1) Original (Mo. Da. Yr) 
(2) n A  Resubmission 03/31/2007 

2006/04 End of 

l e  
O., lo&ah Current Previous 

Quarterrnear Quarterrrear 
Year Balance to Date Year Balance to Date 

(C) (d) 

421 

I I I 
531 Balance-End of Year (Total lines 49 thm 52) 

I 

FERC FORM NO 1/34 (REV. 02-04) Page 119 



Name of Respondenl 

Louisville Gas and Electric Company 

.~ ~. ~~~ . 
Net Increase (Decrease) In Payable5 ana Accrued Expenses -49,538,225 80.080.662 
Net llncreasel Decrease n Other HequtatoN Asset.? -136 100.208 76.648.635 

This Re orl is: Dale of Reporl Yeadperiod of Report 
( 1 )  d ~ n  Original (Mo. Da. Yr) End of 2006/Q4 
(2) [-1A Resubmission 03/31/2007 

6 
7 
8 
9 

10 
1 1  
12 

Deferred income Taxes (Nel) 10,896.096 -48,870,331 
investment Tax Credit Adjuslmenl (Net) -1,021,662 -4.084.534 
Net (increase) Decrease in Receivables 83,007,631 -100,519,919 
Net (increase) Decrease in invenlory 40,854.977 -65.817.920 
Net (Increase) Decrease in Allowances InventON 6.040 10.798 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

. . .  . 
Ne1 Increase (Decrease) in Olher Regulatory Liabilities 13,477.153 2.775.295 
(Less) Allowance for Olher Funds Used During Conslruclion 
(Less) Undislributed Earnings from Subsidiary Companies 

Olher (provide details in footnote): 85.172.417 -40.401.739 
-7,800,776 Change in Olher Deferred Debils 

Change in Other Deferred Credits 9,643.840 5,223,l 84 
30.668.917 

Ne1 Cash Provided by (Used in) Operaling Aclivilies (Tolat 2 lhru 21) 327,745198 150,446,919 

Cash Flows from lnveslmenl Activities: 

__ ._____ 
39 Itnvestments in and Aovances lo Assoc and Subs diary Companies 

40 IContr butions and Advances from Assoc an0 Sbbstaiarv CornDan,es 

25 lConslruclion and Aquisilion of Plant (including land): 
26 Gross Addilions lo Utility Plant (less nuclear fuel) 
27 Gross Addilions to Nudear Fuel 
28 Gross Additions lo Common Uliliiy Plant 
29 Gross Addilions lo Nonuiilitv Plant 

-146.347665 -138,914,181 

I i I I I 
FERC FORM NO. 1 (ED. 12-96] Pane i7n  

30 (Less) Allowance for Other Funds Used During Construction 
31 Olher (provide details in footnole): 
R? 

_ _ ~  

_ _  
33 
34 
35 
36 
37 
38 

t 

Cash OuMows for Plant (Total of lines 26 thru 33) -146,347,665 -138.914.1a1 
. ,  . 
. . , .  . .  

Acquisilion of Olher Noncurrent Assets (d) 
Proceeds from Disposal of Noncurrent Assels (d) 

. .  41 Disposition of Investments in (and Advances to) i, 
42 Associaled and Subsidiary Companies 
43 
44 Purchase of lnvestmenl Securities (a) 
45 /Proceeds from Saies of tnveslment ~ecurit ies (a) 



I 
Name of Respondent This Re ort Is: Dale Of Report YearIPeriod of Report 
Louisville Gas and Electric Company (1) +jAn Original (Mo. Da. Yr) End of 2oowa4 

( 2 )  I 1 A  Resubmission 0313 112007 
I 

! 

I 
I 

- - I 118,9561 -223,242 
49 \Net (Increase) Decrease in Receivables 

I I I 
STATEMENT OF CASH FLOWS 

(1) Codes to be used:(a) Net Proceeds or Payments;(b)Bonds, debentures and other ionQterm debt: (c) inciude commercial paper: and (d) tdenliv reparaleiy Such items as 
investments. fixed a5set5. intangibles. etc 
(21 Informalion about noncash investing and financing activllies must be Provided in the Notes to the Financiai slalemcnts Also provide il reconciliation beween "Cash and Cash 
Equivalents at End 01 Per io f  with rclaled amouols on the Balance Sheet 
(3) Operating Activities. Olher: inciude gains and iosse5 pertaining to operating activities only Gains and losses pertaining to inverting and (maocing acliutlies should he reported 
in those activities Show 10 the Note5 10 the Financiats the amounts of intclest paid inet of amount capilattred) and income laxes paid 
(41 investing Activities: Include at Olher (line 31) net Cash OUIROW to acquire other companies Provide a reconciliation 01 assets acquired with tiabiiilies assumed in Ihe Notes lo 
lhe Financial Statements Do no1 include on lhis slalement the dollar amount of teases capitalized per Ihe USofA General inslmuction 20; instead provide a reconcilialion oi thc 
dollar amount of leases capitatizcd with the pian1 cost 

Line Previous Year lo Dale 

No 
Descriplion (See Instruction No 1 for Explanation of Codes) Current Year lo Dale 

QuarterIYear Quaridyear 
(a) (4 (C) 

46 Loans Made or Purchased 

t I 50 !Net (Increase ) Decrease in lnvenlow -- I-- 
I 
I 

51 iNel (Increase).Decrease in Allowances Held for Speculation 
52 (Net Increase (Decrease) in Payables and Accrued Expenses 
53 IOlher rorovide details in foolnolel: 

- 

Ir I I 
iange in Reslrtcled Cash -5,788,0001 1,125.362 

I I 

i 

1 :  
I: 

t 
I 

61 (Long-Term Debt (b) I 38,113,823 
62 [Preferred Stock 
63 lComrnnn Stock I I 

.. 

69 

70 
71 

I 

Cash Provided by Outside Sources notal 61 lhN 69) -1.821 1 71338.823 
I 

I 

I 

.* 

80 Dividends on Preferred Stock -3,705,364 -2,375,366 
-39.000.000 81 Dividends on Common Stock 

82 Net Cash Provided by (Used in) Financing Aclivilies 

83 (Tolal of lines 70 Lhru 81) -173.378.185 -12.086.543 
84 

-95.000.000 

I 

d 

I . .  
85 Net Increase (Decrease) in Cash and Cash Equivalents 
86 
87 
88 
89 

Vola1 of lines 22.57 and 83) 2.350.304 348,315 

Cash and Cash Equivalents at Beginning of Period 7,098.683 6.750.368 
. . .  . .  

J 1 



1 



Name of Respondent This Report is: Date of Report YearlPeriod of Report 
( 1 )  8 An Original (Mo, Da. Yr) 

Net salvage and cost of removal $ 1 6 , 5 3 5 , 8 5 7 )  
Depreciation charged to balance sheet accounts 1 , 2 4 7 , 2 9 1  
Amortization of Debt Expenses 4 0 8 , 5 0 4  
Amortization of Loss on Bonds 1 , 0 2 1 , 6 3 2  
Net increase in Prepayments ( 1 , 2 3 7 , 2 4 8 )  
Net decrease in Derivative Assets 7 2 3 , 6 3 2  
Net increase in Preliminary Survey ( 6 9 , 0 3 4 )  
Net increase in Clearing Accounts ( 4 6 9 , 5 7 1 )  
Net increase in Other Comprehensive Income 48 ,864 ,173  
Net increase in Customer Advances for Construction 6 ,940 ,203  
Net increase in Asset Retirement Obligations 1 , 8 8 1 , 4 8 6  
Net increase in Provision for Post Retirement Benefits 3 2 , 3 9 7 , 2 0 6  

~ 

Louisville Gas and Eleclric Company 1(2)-A Resbbmission I 03/31/2007 

$ 8 5 , 1 7 2 , 4 1 7  Total 

2006~14 

.- ______.-_ __.--___ 
Schedule ..-.____-. Page: 120 Line No;.l8 ColUmn: - ______-_____ 
Other operating cash flows: 

Net salvage and cost of removal 
Depreciation charged to balance sheet accounts 
Amortization of Debt Expenses 
nortization of Loss on Bonds 
,et increase in Prepayments 
Net increase in Derivative Assets 
Net increase in Clearing Accounts 
Net decrease in Other Comprehensive Income 
Net decrease in Customer Advances for Construction 
Net increase in Asset Retirement Obligations 
Net decrease in Provision for Post Retirement Benefits 

$ ( 6 , 9 6 7 , 8 4 9 )  
( 6 7 2 , 0 2 1 )  
4 0 3 , 0 5 0  

1 , 0 2 4 , 4 2 1  
1 2 5 3 , 8 6 6 )  

( 1 , 6 1 9 , 2 5 9 )  
( 2 8 7 , 1 7 9 )  

( 4 7 , 0 4 4 , 7 3 1 )  
1 8 1 8 , 0 3 7 )  

1 6 , 2 8 2 , 8 7 1  
( 4 4 9 , 1 3 9 )  

Total $ ( 4 0 , 4 0 1 , 7 3 9 )  

-_____ 
Schedule Page: I20 Line No.: 90 Column: b 
Cash and cash equivalents is comprised of the following amounts: 
-. 

other Special Funds (Acct 1 2 8 )  2 , 8 4 0 , 3 0 0  
Cash (Acct 1 3 1 )  6 , 6 0 3 , 2 2 9  
Temporary Cash Investments 1Acct 1 3 6 )  5 , 4 5 8  

Total Cash and Cash Equivalents at End of Period 9 , 4 4 8 , 9 8 7  

Schedule Page: 120 Line No.:?O,~-. Column: - .__ 

___.....____ 

~ _ _ _  .I_.._-._... ~ 

__  
Cash and cash equivalents is comprised of the following amounts: 

other Special Funds (Acct 1 2 8 )  
Cash IAcct 1 3 1 )  
Temporary Cash Investments (Acct 1 3 6 )  

1 4 5  
7 , 0 9 8 , 5 1 1  

2 7  

Total Cash and Cash Equivalents at End of Period 7 , 0 9 8 , 6 8 3  

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



I I I 
NOTES TO FINANCIAL STATEMENTS 

1 Use the space below for important notes regarding the Balance Sheet, Statement of income for the year, Statement of Retained 
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according to each basic statement, 
providing a subheading for each statement except where a note is applicable to more than one statement. 
2. Furnish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation c 
any action initiated by the Internal Revenue Service involving possible assessment of additional income taxes of material amount, or of 
a claim for refund of income taxes of a material amount initiated by the utility Give also a brief explanation of any dividends in arrears 
on cumulative preferred stock 
3. For Account 116, Utility Plant Adjustments. explain the origin of such amount, debits and credits during the year, and plan of 
disposition contemplated, giving references to Cormmission orders or other authorizations respecting classification of amounts as plan 
adjustments and requirements as to disposition thereof,, 
4. Where Accounts 189, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give 
an explanation, providing the rate treatment given these items. See General Instruction 17 of the Uniform System of Accounts 
5. Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such 
restrictions. 
6.  If the notes to financial statements relating to the respondent company appearing in the annual report to the stockholders are 
applicable and furnish the data required by instructions above and on pages 114-121, such notes may be included herein. 
7. For the 3Q disclosures, respondent 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 occurre 
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; capitalization including signiiicant 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 furnish the data required by the above instructions, such notes may be included herein,. 

I 

PAGE 122 INTENTIONALLY LEFT BLANK 
SEE PAGE 123 FOR REQUIRED INFORMATION 

I 

FERC FORM NO. 1 (ED 12-96) Page 122 



Name of Respondent This Report is: Date of Report YearlPeriod of Report 

c 

( 1 ) x A n  Original (Mo. Da, Yr) 
Louisville Gas and Electric Company (2) - A  Resubmission 03/31/2007 2006/04 

AG 
ARO 
C A R  
CAMR 
CCN 
Clean Air Act 
Company 
DOE 
DSM 
ECR 
E ON 
E.ON U S  

E ON U S. Services 
EPA 
EPAct 2005 
ESM 
FAC 
FASB 
FERC 
Fidelia 
FIN 
FT and FT-A 
GHG 
GSC 
D E W  
IMEA 
IMPA 
IRC 
IRP 
Kentucky Commission 
KIUC 
KU 
Kwh 
LG&E 
LG&E Energy 
Mcf 
MGP 
MIS0 
MMBtu 
Mva 
Mw 

Attorney General of Kentucky 
Asset Retirement Obligation 
Clean Air Interstate Rule 
Clean Air Mercury Rule 
Certificate of Public Convenience and Necessity 
The Clean Air Act, as amended in 1990 
LG&E 
Department of Energy 
Demand Side Management 
Environmental Cost Recovery 
E.ON AG 
EON U.S. LLC. (formerly LG&E E.nergy LLC and LG&E Energy 

LON U..S. Services Inc. (formerly LG&E Energy Services Inc.) 
US .  Environmental Protection Agency 
Energy Policy Act of2005 
Earnings Sharing Mechanism 
Fuel Adjustment Clause 
Financial Accounting Standards Board 
Federal Energy Regulatory Commission 
Fidelia Corporation (an E..ON affiliate) 
FASB Interpretation No. 
Firm Transportation 
Greenhouse Gas 
Gas Supply Clause 
International Brotherhood of Electrical Workers 
Illinois Municipal Electric Agency 
Indiana Municipal Power Agency 
Internal Revenue Code of 1986, as amended 
Integrated Resource Plan 
Kentucky Public Service Commission 
Kentucky Industrial Utility Consumers, Inc.. 
Kentucky IJtilities Company 
Kilowatt hours 
Louisville Gas and E.lectric Company 
LG&E Energy LLC (now E.ON U.,S. LLC) 
Thousand Cubic Feet 
Manufactured Gas Plant 
Midwest Independent Transmission System Operator, Inc. 
Million British thermal units 
Megavolt-ampere 
Megawatts 

COrp.) 

- 
~FERC FORM NO. I (ED. 12-88) Page 123.1 I 



Name of Respondent 

Louisville Gas and Electnc Company 

Mwh 
NNS 
NOx 
OVEC 
PBR 
Powergen 
PUHCA 1935 
PUHCA 2005 
SEC 
SFAS 

'TC 1 
TC2 
Tennessee Gas 
Texas Gas 
VDT 
WNA 

so2 

This Report is: Date of Report Yeailperiod of Report 
(1) Z A n  Original (Mo, Da. Vi) 
(2) - A  Resubmission 03/31/2007 20061Q4 

Megawatt hours 
No-Notice Service 
Nitrogen Oxide 
Ohio Valley Electric Corporation 
Per formance-Based Ratemaking 
Powergen Limited (formerly Powergen plc) 
Public Utility Holding Company Act of 1935 
Public Utility Holding Company Act of 2005 
Securities and Exchange Commission 
Statement of Financial Accounting Standards 
Sulfur Dioxide 
Trimble County Unit 1 
Trimble County Unit 2 
Tennessee Gas Pipeline Company 
Texas Gas Transmission LLC 
Value Delivery Team Process 
Weather Normalization Adjustment 

~ F E R C  FORM NO. I (ED. 12-88) Page 123.2 I 



Name of Respondent This Report is: 
(1)  X An Original 
(2) - A Resubmission Louisville Gas and Eleclric Company 

L.ouisville Gas and Electric Company 
Notes to Financial Statements 

Date of Report YearlPeriod of Report 
(Ma. Da, Yr) 
03/31/2007 zoo6/a4 

Note 1 - Summary of Significant Accounting Policies 

L.G&E, incorporated in 1913 in Kentucky, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy and the storage, distribution and sale of natural gas. LG&E supplies 
natural gas to approximately 324,000 customers and electricity to approximately 398,000 customers in 
Louisville and adjacent areas in Kentucky. LG&E’s coal-fired electric generating stations, all equipped with 
systems to reduce SO2 emissions, produce most of LG&E’s electricity. The remainder is generated by a 
hydroelectric power plant and combustion turbines. 

LG&E is a wholly-owned subsidiary of E.ON U.S.., formerly known as LG&E Energy LLC. E...ON US.  is a 
wholly-owned subsidiary of E..,ON AG (E.ON), a German corporation, making LG&E a wholly-owned 
subsidiary of E,.,ON. LG&E’s affiliate, KU, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy in Kentucky, Virginia and Tennessee. 

Certain reclassification entries have been made to the previous years’ financial statements to conform to the 
2006 presentation with no impact on net assets, liabilities and capitalization or previously reported net income 
and cash flows., 

Presentation. The accompanying financial statements are prepared on the regulatory basis of accounting in 
accordance with the requirements of the FERC, which is a comprehensive basis of accounting other than 
generally accepted accounting principles. The significant differences between Generally Accepted Accounting 
Principles (GAAP) and FERC reporting are as follows: 

Restricted cash is recorded in cash on the balance sheet for FERC reporting and presented as a separate 
line item for GAAP statements; 

Certain costs of removal obligations are recorded in accumulated depreciation for FERC reporting and 
recorded in regulatory liabilities for GAAP reporting; 

Long-term and short-term bonds are recorded in total in the long-term debt section for FERC reporting 
and are presented separately in current liabilities for the short-term portion and in long-term debt for the 
long-term portion for GAAP reporting; and 

Deferred taxes are shown gross for FERC reporting in the balance sheet (a deferred asset and a deferred 
liability are recorded), for GAAP reporting the deferred taxes are netted together and recorded as a 
liability. 

Regulatory Accounting. LG&E is subject to SFAS No. 71, under which costs that would otherwise be charged 
to expense are deferred as regulatory assets based on expected recovery from customers in future rates. 

[FERC FORM NO. I (ED. 12-88) Page 123.3 



Name of Respondent 

Louisville Gas and Electric Company 

Materials and Supplies. Fuel, natural gas stored underground and other materials and supplies inventories are 
accounted for using the average-cost method. Emission allowances are included in other materials and supplies 
at cost and are not currently traded by LG&E. At December 3 1,2006 and 2005, the emission allowances 
inventory was less than $1 million. 

Other Property and Investments. Other property and investments on the balance sheet consists of LG&E’s 
investment in OVEC and non-utility plant. LG&E and 11 other electric utilities are participating owners of 
OVEC, located in Piketon, Ohio. OVEC owns and operates two power plants that bum coai to generate 
electricity, Kyger Creek Station in Ohio and Clifty Creek Station in Indiana,, LG&E’s share of OVEC’s output is 
5,63%, approximately 124 Mw of generation capacity,. 

As ofDecember 31,2006 and 2005, LG&E’s investment in OVEC totaled less than $1 million. LG&E is not the 
primary beneficiary of OVEC; therefore, it is not consolidated into the financial statements ofLG&E and is 
accounted for under the cost method of accounting. LG&E’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, LG&E 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 LG&E’s ownership interest and power purchase rights. 

Utility Plant. LG&E’s utility plant is stated at original cost, which includes payi-oll-related costs such as taxes, 
fringe benefits and administrative and general costs. Construction work in progress has been included in the rate 
base for determining retail customer rates.. LG&E has not recorded any allowance for funds used during 
construction, in accordance with Kentucky Commission regulations,, 

The cost ofplant retired or disposed of in the normal course ofbusiness is deducted from plant accounts and 
such cost, plus removal expense less salvage value, is charged to the reserve for depreciation,. When complete 
ooerating units are disposed of; appropriate adjustments are made to the reserve for deoreciation and gains and 

1 
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NOTES TO FINANCIAL STATEMENTS (Conlinued) 

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% in 2006 (3.0% electric, 2.9% 
gas, and 7.8% common); 3 2% in 2005 (3.0% electric, 2.4% gas and 8.0% common); and 3 , , 1 %  for 2004 (2.,9% 
electric, 2.8% gas and 7.,6% common), of average depreciable plant., Ofthe amount provided for depreciation, at 
December 31, 2006, approximately 0.4% electric, 0..9% gas and 0..4% common were related to the retirement, 
removal and disposal costs of long lived assets. Of the amount provided for depreciation, at December 3 1, 2005, 
approximately 0.4% electric, 0..8% gas and 0.02% common were related to the retirement, removal and disposal 
costs of long lived assets. 

Restricted Cash. A deposit in the amount of $1 1 million, used as collateral for an $83 million interest rate swap 
expiring in 2020, is classified as restricted cash on LG&E’s balance sheet. An advance deposit of $5 million 
from the Louisville Arena Authority is also restricted for equipment purchases related to relocating transmission 
facilities. 

Unamortized Debt Expense. Debt expense is capitalized in deferred debits and amortized over the lives ofthe 
related bond issues. 

Income Taxes. Income taxes are accounted for under SFAS No 109. In accordance with this statement, 
deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences 
between the financial statement carrying 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. To provide for these 
uncertainties or exposures, an allowance is maintained for tax contingencies based on management’s best 
estimate of probable loss. Tax contingencies 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 currently 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 48.4 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. LG&E and KU 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 of the tax law that permitted a reduction of 
LG&E’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 property that gave rise to the credits,, 

Revenue Recognition. Revenues are recorded based on service rendered to customers through month-end. 
LG&E 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 billediolumes and unbilled volumes. The 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

In July 2006, the FASB issued FIN 48, which clarifies the accounting for the uncertainty of income taxes 
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 ofa  tax position taken or expected to be taken in a tax return,. 

The evaluation ofa  tax position in accordance with FIN 48 is a two-step process. The first step is recognition 
based on the determination ofwhether 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 will be measured as the amount ofpotential benefit that exceeds 50% likelihood ofbeing realized. 

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

SFAS No. 157 

In September 2006, the FASB issued SFAS No. 157, which 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 LG&E is now 

1 analyzing the hture impacts of SFAS NO. 157 on results ofoperations and financial condition. 
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NOTES TO FINANCIAL STATEMENTS (Conlinued) 

SFAS No. 71 provides guidance to regulated utilities for deferring costs that would otherwise be charged to 
expense or equity by non-regulated enterprises. In applying the provisions of this statement to the requirements 
of SFAS No. 158, LG&E recorded a regulatory asset representing the adjustment to the pension liability in 
recognizing the hnded status ofthe pension liability., This adjustment would have been represented in 
Accumulated Other Comprehensive Income without the application of SFAS No. 71 

LG&E has adopted SFAS No. 158 effective for fiscal year ending December 31,2006., The incremental effects 
of applying SFAS No. 158 are shown in the following table: 

Before AAer 
Adoption Adoption 
of SFAS of SFAS 

(in millions) No. 158* Adiustrnents No. 158 
Accrued pension and postretirement liability-noncurrent $(102) $(47) $( 149) 

- Accrued pension and postretirement liability-current (2) (2) 

Pension and postretirement rcgulatory asset 77 49 126 

* Balances before the ao~lication of SFAS No. 158 include the effects of2006 plan exoerience and chanees in actuarial 
assumotions on the additional minimum liability. coupled with the recrulato~y impacts of SFAS No. 71. 

Note 2 - Rates and Regulatory Matters 

The Kentucky Commission has regulatory jurisdiction over LG&E’s retail rates and service, and over the 
issuance of certain of its securities. The Kentucky Commission has the ability to examine the rates L.G&E 
charges its retail customers at any time., 

Electric and Gas Rate Cases 

In December 2003, L.G&E filed an application with the Kentucky Commission requesting adjustments in 
L.G&E’s electric and natural gas rates L.G&E asked for general adjustments in electric and natural gas rates 
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LG&E believes no improprieties have occurred in its communications with the Kentucky Commission and has 
cooperated with the proceedings before the AG and the Kentucky Commission. LG&E is currently unable to 
predict whether there will be any remaining actions or consequences as a result of the AG’s report or 
investigation. 
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(in millions) 
ARO 
Gas supply adjustments 
Unamortized loss on bonds 
MISO exit 
E.CR 
Merger surcredit 
VDT costs 
Other 

Subtotal 

YearlPeriod of Report 

2006/Q4 

2006 
$ 22 

21 
20 
13 
9 
2 

6 
9.3 

2005 
$ 2 0  

25 
21 

2 
3 
8 

5 
84 

Pension and postretirement benefits 126 __ - 
Total regulatory assets $219 L g  

Accumulated cost of removal of utility plant $232 $219 
Deferred income taxes - net 54 42 
Gas supply adjustments 31 18 
Other 4 2 
Total regulatory liabilities $281 

LG&E does not currently earn a rate of return on the gas supply adjustments, FAC (included in other regulatory 
assets) and gas performance-based ratemaking regulatory assets, all of which are separate recovery mechanisms 
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 that the Company will seek recovery of in future 
proceedings with the Kentucky Commission. 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 i s  retired., The MISO exit amount represents the costs relating to the withdrawal ffom MISO 
membership. LG&E expects to seek recovery of this asset in future proceedings with the Kentucky Commission.. 
LG&E currently earns a rate of return on the remaining regulatoly assets. Other regulatory liabilities include 
DSM and MISO Schedule 10. See Note 1, Summary of Significant Accounting Policies. 

Pension and Postretirement Benefits. LG&E adopted SFAS No. 158 in 2006.. This statement requires 
employers to recognize the over-funded or under-funded status of a 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, LG&E can defer recoverable 
costs that would otherwise be charged to expense or equity by non-regulated entities. Current rate recovery in 
Kentucky is based on SFAS No, 87 and SFAS No. 106, both of which were amended by SFAS No. 158. 
Regulators have been clear and consistent with their historical treatment of such rate recovery; therefore, L.G&E 
has recorded a regulatory asset representing the probable recovery of the portion of the change in hnded status 
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LG&E 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. 

Gas Supply Cost Adjustments. LG&E's natural gas rates contain a GSC, whereby increases or decreases in the 
cost of natural gas supply are reflected in LG&E's rates, subject to approval by the Kentucky Commission. The 
GSC procedure prescribed by Order ofthe Kentucky Commission provides for quarterly rate adjustments to 
reflect the expected cost of natural gas supply in that quarter. In addition, the GSC contains a mechanism 
whereby any over- or under-recoveries of natural gas supply cost from prior quarters is to be refunded to or 
recovered &om customers through the adjustment factor determined for subsequent quarters. In late 2005, as 
wholesale natural gas prices began to decrease, a one-time interim adjustment in the GSC was requested by 
LG&E and approved by the Kentucky Commission lo pass the lower natural gas costs to the customers on a 
more timely basis. 
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ECR. Kentucky law permits LG&E 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 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 once approved by the Kentucky Commission. 

In April 2006, the Kentucky Commission initiated six-month and two-year reviews of LG&E’s environmental 
surcharge. A final order was received in January 2007, approving the changes and credits billed through the 
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In June 2006, LG&E filed an application to amend its ECRpIan 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 2007 through 2009 is approximately $50 million, of which 
$40 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. 

Merger Surcredit. As part ofthe LG&E Energy merger with KU Energy Corporation in 1998, LG&E 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 LG&E’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 LG&E and KU, over a five-year 
period., ‘The surcredit was allocated 47% to LG&E and 53% to KU. In that same order, the Kentucky 
Commission required LG&E and 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,. The Companies 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. LG&E’s merger surcredit will 
remain in place for another five-year term beginning July 1,2003 and the merger savings will continue to be 
shared 50% with ratepayers and 50% with shareholders. 

VDT. In December 2001, the Kentucky Commission issued an Order approving a settlement agreement 
allowing LG&E to set up a regulatory asset of$141 million for workforce reduction 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 program, which thereby decreased the charge to the regulatory asset from $144 million to 
$141 million. The Order reduced revenues by approximately $26 million through a surcredit on bills to 

savings as stipulated by LG&E, net of amortization costs ofthe workforce reduction. The five-year VDT 
amortization period expired in March 2006. 

ratepayers over the same five-year period, reflecting a sharing (40% to the ratepayers and 60% to LG&E) of 1 
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As part of the settlement agreements in the electric and natural gas rate cases, in September 2005, LG&E filed 
with the Kentucky Commission a plan for the future ratemaking treatment of the VDT surcredit and costs,. In 
February 2006, the AG, KIUC and LG&E 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.. Under the terms of the settlement agreement, the VDT surcredit 
will continue at the current level until such time as L.G&E files for a change in electric or natural gas base rates. 
The Kentucky Commission issued an Order in March 2006, approving the settlement agreement. 

FAC. LCJ&E’s retail electric rates contain an FAC, whereby increases and decreases in the cost of fuel for 
electric generation are reflected in the rates charged to retail electric customers. The FAC allows the Company 
to adjust customers’ accounts for the difference between the fuel cost component of base rates and the actual 
fuel cost, including transportation costs. Refunds to customers occur if the actual costs are below the embedded 
cost component. Additional charges to customers occur if the actual costs exceed the 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 the mechanism. 

In January 2003, the Kentucky Commission reviewed KU’s FAC and, as part of the Order in that case, required 
that an independent audit be conducted to examine operational and management aspects of both LG&E’s and 
KU’s fuel procurement functions. The final report was issued in February 2004., The report’s recommendations 
related to documentation and process improvements. Management Audit Action Plans were agreed upon by 
LG&E and the Kentucky Commission Staff in th,e second quarter of 2004.. LG&E filed its first Audit Progress 
Report with the Kentucky Commission Staff in November 2004. The second Audit Progress Report was filed 
May 2005. The third Audit Progress Report was filed in December 2005. In January 2006, the Kentucky 
Commission staff informed LG&E and KU that reporting on all of the original recommendations, but one, has 
been concluded. LG&E. filed another Audit Progress Report on the remaining open recommendation in August 
2006. 
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The Kentucky Commission requires public hearings at six-month 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 the base charges., In July 2006, the Kentucky Commission initiated a six-month 
review of the FAC for LG&E for the period of November I ,  2005 through April 30,2006. The Kentucky 
Commission issued an Order in November 2006 approving the charges and credits billed through the FAC 
during the review period. 

In December 2006, the Kentucky Commission initiated a two-year review of LG&E’s past operations of the fuel 
clause and transfer of fuel costs from the FAC to base rates. L,G&E anticipates Kentucky Commission approval 
ofthe charges and credits billed and the fuel procurement practices of LG&E during the second quarter of 2007. 

DSM. LG&E’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 LG&E to recover revenues from lost sales associated with the DSM programs based on program plan 
engineering estimates and post-implementation evaluations. 

~FERC FORM NO. I (ED. 12-88) Page 123.13 



Name of Respondent This Report is: Date of Report Yeadperiod of Report 
(1) Z A n  Original (Mo. Da, Yr) 

Louisville Gas and Electric Company (2) - A  Resubmission 03/31/2007 200644 

Deferred Income Taxes - Net. Deferred income taxes represent the future income tax effects of recognizing 
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. 

Other R e d a t o w  Matters 

Regional Reliability Council. LG&E has changed its regional reliability council membership from the 
Reliability First Corporation to the Southeastern Electric Reliability Council, 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. 

Arena. In August 2006, LG&E filed an application with the Kentucky Commission requesting approval for sale 
of the Waterside property to the Louisville Arena Authority. The Kentucky Commission issued an Order in 
September 2006, approving the proposed transaction. In November 2006, LG&E completed certain agreements 
pursuant to its August 2006 Memorandum of Understanding with the Louisville Arena Authority regarding the 
proposed construction of an arena in downtown Louisville. LG&E entered into a relocation agreement with the 
Louisville Arena Authority providing for the reimbursement to LG&E of the costs to be incurred in moving 
certain LG&E facilities related to the arena transaction. Those costs are currently estimated to be approximately 
$63 million.. The parties further entered into a property sale contract providing for LG&E's sale of a downtown 
site to the Louisville Arena Authority for approximately $10 million, which represents the appraised value of 
the parcel, less certain agreed upon demolition costs. The amounts specified in the contracts are subject to 
certain adjustments. Depending upon continuing progress of the proposed arena, the transactions contemplated 
by the contracts will occur between 2006 and 2010. 

TC2 CCN Application. A CCN application for TC2 construction was filed with the Kentucky Commission in 
December 2004, and initial CCN applications for three transmission lines were filed in early 2005, with further 
applications submitted in December 2005,. The proposed air permit was filed with the Kentucky Division for Air 
Quality in December 2004. In November 2005, the Kentucky Commission approved the application to expand 
the Trimble County generating station. Kentucky Commission approval for one transmission line CCN was 
granted in September 2005, and a ruling that a second transmission line was not subject to the CCN process was 
received in February 2006. The Kentucky Commission granted approval for the remaining transmission line 
CCN in May 2006. In August 2006, LG&E and KU obtained dismissal of a judicial review ofsuch CCN 
approval by certain property owners. A further appeal ofsuch dismissal was thereafter filed, which action 
remains pending. The transmission lines are also subject to routine regulatory filings and the right-of-way 
acquisition process. In November 2005, the Kentucky Division for Air Quality issued the final air permit, which 
was challenged via a request for remand in December 2005 by three environmental advocacy groups, including 
the Sierra Club. Administrative proceedings with respect to the challenge continued throughout 2006. A ruling 
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Market-Based Rate Authority. Beginning in April 2004, the FERC initiated proceedings to modify its 
methods used to assess generation market power and has established more stringent interim market screen tests. 
During 2005, in connection with LG&E’s tri-annual market-based rate tariff renewals, the FERC continued to 
contend that the Company failed such market screens in certain regions, LG&E disputed this contention. 

In July 2006, the FE.RC issued an Order in LG&E’s market-based rate proceeding accepting LG&E’s further 
proposal to address certain market power issues the FERC had claimed would arise upon an exit from the 
MISO. In particular, LG&E received permission to sell power at market-based rates at the interface of control 
areas in which they 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 LG&E of power at 
market-based rates in the L.G&E/KU and Big River Electric Corporation control areas. Certain general FERC 
proceedings continue with respect to market-based rate matters, and LG&E’s market-based rate authority is 
subject to such future developments. LG&E cannot predict the ultimate impact ofthe current or potential 
mitigation mechanisms on its future wholesale power sales.. 

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 subsidiaries, including LG&E, under the FERC’s standards o f  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 subsidiaries’ structures, policies and procedures relating to transmission, 
generation dispatch, energy marketing and other practices. E.ON U S .  and affiliates 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 
expected to have a material adverse impact on the Company’s results of operations or financial condition,. 

IRP. Integrated resource planning regulations in Kentucky require major utilities to make triennial IRP filings 
with the Kentucky Commission. In April 2005, LG&E and KU filed their joint 2005 IRP with the Kentucky 
Commission. The IRP provides historical and projected demand, resource and financial data, and other 
operating performance and system information The AG and the KIUC were granted intervention in the IRP 
proceeding. The Kentucky Commission issued its staff report, with no substantive issues noted and closed the 
case by Order in February 2006. 

PUHCA 2005. E.,ON, LG&E’s ultimate parent, is a registered holding company under PUHCA 2005 and was a 
registered holding company under PUHCA 19.35., E.,ON, its utility subsidiaries, including LG&E, and certain of 
its non-utility subsidiaries are subject to extensive regulation by the SEC and 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 ofnon-power goods 
and services. LG&E believes that it has adequate authority (including financing authority) under existing FERC 
orders and regulations to conduct its business and will seek additional authorization when necessary., 
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The FERC was directed by the EPAct 2005 to adopt rules to address many areas previously regulated by the 
other agencies under other statutes, including PUHCA 1935. The FERC is in various stages of rulemaking on 
these issues and LG&E is monitoring these rulemaking activities and actively participating in these and other 
rulemaking proceedings. LG&E is still evaluating the potential impacts of the EPAct 2005 and the associated 
rulemakings and cannot predict what impact the EPAct 2005, and any such rulemakings, will have on its 
operations or financial position. 

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. 
The Kentucky Commission held a public hearing in July 2006, in this proceeding 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 required to file 
real-time pricing pilot programs for their large commercial and industrial customers,. LG&E will develop a 
real-time pricing pilot for large industrial and commercial customers and file the details ofthe plan with the 
Kentucky Commission in April 2007. 

As part ofthe rate case settlement agreements, and as referred to in the EPAct 2005 administrative order, LG&E 
made its pilot program filing, which addresses real-time pricing for residential and general service customers, in 
March 2007. 

Hydro Upgrade. In October 2005, LG&E received From the FERC a new license to upgrade, operate and 
maintain the Ohio Falls Hydroelectric Project. The license is for a period of 40 years, effective November 2005 
LG&E intends to spend approximately $76 million to refurbish the facility and add approximately 20 Mw of 
generating capacity over the next six years 
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The cost and estimated fair values of LG&E’s non-trading financial instruments as ofDecember 31 follow: 
2006 2005 

Canying Fair Carrying Fair 
(in millions) Value ya& 

portion of $1 million) $ 20 $ 20 $ 21 $ 21 

current portion) $574 $574 $574 $574 

Interest-rate swaps - liability $ (15) $ (15) $ (19) $ (19) 

Preferred stock subject to mandatory 
redemption (including current 

L.ong-term debt (including 

Long-term debt 
From affiliate $225 $222 $225 $225 

All of the above valuations reflect prices quoted by exchanges except for the swaps and intercompany loans. 
The fair values of the swaps and intercompany loans reflect price quotes from dealers or amounts calculated 
using accepted pricing models. The fair values of cash and cash equivalents, accounts receivable, accounts 
payable and notes payable are substantially the same as their canying values, 

Interest Rate Swaps (hedging derivatives). LG&E uses 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 is intended to mitigate risk, earnings and cash flow volatility and is not speculative in nature. 
Management has designated all of the interest rate swaps as hedge instruments. Financial instruments designated 
as cash flow hedges have resulting gains and losses recorded within other comprehensive income and 
stockholders’ equity.. See Note 13, Accumulated Other Comprehensive Income. 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. 

LG&E was party to various interest rate swap agreements with aggregate notional amounts of $21 1 million as of 
December 31,2006 and 2005. Under these swap agreements, LG&E paid fixed rates averaging 4..38% and 
received variable rates based on London Interbank Borrowing Offer Rate or the Bond Market Association’s 
municipal swap index averaging 3.,75% and 3..15% at December 31,2006 and 2005, respectively. The swap 
agreements in effect at December 31,2006 have been designated as cash flow hedges and mature on dates 
ranging from 2020 to 20.33., The cash flow designation was assigned because the underlying variable rate debt 
has variable future cash flows. The hedges have been deemed to be fully effective resulting in a pretax gain of 
$3 million for 2006 and a pre-tax loss of less than $1  million in 2005, recorded in other comprehensive income. 
Upon expiration of these hedges, the amount recorded in other comprehensive income will be reclassified into 
earnings. The amount expected to be reclassified from other comprehensive income to earnings in the next 
twelve months is less than $1 million. A deposit in the amount of $1 1 million, used as collateral for one of the 
interest rate swaps, is classified as restricted cash on the balance sheet.. The amount of the deposit required is 

Date of Report Year/Period of Report 
(Mo, Da. Yr) 
03/31/2007 z006m 

[FERC FORM NO. 1 (ED. 12-88) Page 123.17 I 



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

Date of Report YearlPeriod oTReporl 

Louisville G a s  and Electric Company (2) - A  Resubmission 03/~1/zaa7 zaa6/a4 
4 

'The table below summarizes LG&E's energy trading and risk management activities: 

(in millions) 2006 2005 
Fair value ofcontracts at beginning of period, net asset $ 1  

3 
$ -  

1 Fair value ofcontracts when entered into during the period 
Contracts realized or otherwise settled during the period 
Changes in fair values due to changes in assumptions 

(6) 
3 

- 
- - 

Fair value ofcontracts at end ifperiod, net asset $1 $1 

No changes to valuation techniques for energy trading and risk management activities occurred during 2006 or 
2005. Changes in market pricing, interest rate and volatility assumptions were made during both years. All 
contracts outstanding at December 31,2006 and 2005, have a maturity of less than one year and are valued 
using prices actively quoted for proposed or executed transactions or quoted by brokers. 

LG&E maintains policies intended to minimize credit risk and revalues credit exposures daily to monitor 
compliance with those policies. At December 31,2006, 100% of the  trading and risk management commitments 
were with counterparties rated BBB-Baa3 equivalent or better. 

LG&E hedges the price volatility of its forecasted electric off-system sales with the sales of market-traded 
electric forward contracts for periods of less than one year.. These electric forward sales have been designated as 
cash flow hedges and are not speculative in nature. Gains or losses on these instruments, to the extent that the 
hedging relationship has been effective, are deferred in other comprehensive income,. Gains and losses resulting 
from ineffectiveness are shown in the statements of income in other expense (income)-net. Upon completion of 
the underlying hedge transaction, the amount recorded in other comprehensive income is recorded in earnings. 
No material pre-tax gains and losses resulted from these cash flow hedges in 2006, 2005 and 2004. See Note 13, 
Accumulated Other Comprehensive Income. 

Note 4 - Concentrations of Credit and Other Risk 

Credit risk 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 or industry characteristics that would cause their ability 
to meet contractual obligations to be similarly affected by changes in economic or other conditions. I 

LG&E's customer receivables and natural gas and electric revenues arise from deliveries of natural gas to 
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Note 5 - Pension and Other Postretirement Benefit Plans 

LG&E 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 LG&E 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 three-year period ending December 31, 2006, and a 
statement of the fimded status as of December 3 1 for LG&E’s sponsored defined benefit plans: 

This Report is: Date of Report Yeadperiod of Report 
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(2) _ _ A  Resubmission 03/31/2007 2006W4 

(in millions) 

NOTES TO FINANCIAL STATEMENTS (Continued) 

Change in benefit obligation 
Benefit obligation at 

beginning of year 
Service cost 
Interest cost 
Plan amendments 
Benefits paid 
Actuarial (gain) or loss and other 

Benefit obligation at end of year 

> 

Pension Benefits Other Postretirement Benefits 
2006 2005 2004 2006 2005 2004 - 

$ 427 $ 402 $ 379 $ 106 $ 113 $ 108 
4 4 3 1 1 1 

23 22 23 6 6 7 
4 3 3 2 

(29) (30) (31) (8) (8) (7) 
(21) 26 25 (8) 4 

- 

- ___ 
$ 408 $ 427 $ 402 $ 105 $ 106 $ 113 

Change in plan assets 
Fair value of plan assets 

at beginning of year $ 333 $ 338 $ 298 $ 3 $ 1 $ 1  
Actual return on plan assets 36 27 39 (2) 
Employer contribtitions 18 35 I 1  10 9 
Benefits paid (29) (30) (31) (8) (8) (7) 
Administrative expenses and other (2) (2) (3) 

- - 
- 

- - - 
Fair value of plan assets at end of year $ 356 $ 333 $ 338 $ 6 $ 3  $ I  

Funded status at end of year $ (52) $ (94) $ (64) $ (99) $(103) $ ( l 1 2 )  
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Amounts Recognized in Statement of Financial Position. The following tables provide the amounts 
recognized in the balance sheet and information for plans with benefit obligations in excess ofplan assets as of 
December 31: 

Other Postretirement 

YearlPeriod of Report 

20061c14 

Accrued benefit liability $ (35) $ (77) $ (66) $ (67) 
Intangible asset 27 31 - I 

Accumulated other comprehensive income 49 77 - - 

ARer the application of SFAS No. 158: 

Regulatory assets 
Accrued benefit liability (current) 
Accrued benefit liability (non-current) 

The following table shows the calculation of the accrued benefit liability at December 31: 

(in millions) 

Funded status 
Unrecognized prior service costs 
Unrecognized actuarial loss 
Unrecognized transition obligation 
Other comprehensive income 

Accrued benefit liability 

Pension Benefits 
2006 2005 

$ (52) $ (94) 
NIA - 
NIA 94 
NIA I 

NIA (77) 
$ (52) -$ (77) 

Other Postretirement 
Benefits 

2006 2005 

$ (99) $ (103) 
NIA 10 
NIA 21 
NIA 5 

- 
l_ll 

NIA - 
$ (99) $ (67) 

Additional year-end information for plans with accumulated benefit obligations in excess of plan assets: 

(in millions) 

Benefit obligation 
Accumulated benefit obligation 
Fair value ofplan assets 

Other Postretirement 
Pension Benefits Benefits 
2006 2005 2006 2005 

$ 408 $ 427 $ 105 $ 106 
391 410 - - 
356 333 6 3 

IFERC FORM NO. 1 (ED. 12-88) Page 123.20 



- 
Name of Respondent This Report is: Date of Report Yeadperiod of Report 

(1 )  & An Original (Mo. Da, Yr) 
Louisville Gas and Electric Company (2) - A  Resubmission 03/31/2007 20061Q4 

NOTES TO FINANCIAL STATEMENTS (Continued) 

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

(in millions) 

Service cost 
Interest cost 
E.xpected return on plan assets 
Amortization of prior service costs 
Amortization of transitional asset 
Amortization of actuarial loss 
Amortization of transitional obligation 
Benefit cost at end of year 

Other Postretirement Benefits - Pension Benefits 
2006 2005 2004 2006 2005 2004 

$ 1 $ 1 $ 1  
6 5 6 

2 2 2 
1 1 

1 

$ 1 0  $ 9  $ 1 1  

- - - 

- 
- - 
1 - - 

The assumptions used in the measurement of LG&E's pension benefit obligation are shown in the following 
table: 

Weighted-average assumptions as of December 31 : 
Discount rate-Union plan 5.91% 5.50% 5 75% 
Discount rate-Non-union plan 596% 5.50% 5 75% 
Rate of compensation increase 5.25% 5.25% 4.50% 

The assumptions used in the measurement of LG&E's net periodic benefit cost are shown in the following table: 

2006 2005 2004 

2006 2005 2004 

Expected long-term return on plan assets 8.25% 825% 8.50% 
Discount rate 5.50% 5.75% 6.25% 

Rate of compensation increase 5.25% 4.50% 3.50% 

To develop the expected long-term rate of return on assets assumption, LG&E 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 
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 for the portfolio. 

Assumed Healthcare Cost Trend Rates. For measurement purposes, a 10% annual increase in the per capita 
cost of covered healthcare benefits was assumed for 2006. 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 2006 total ofservice and interest costs components and an increase or decrease of$3 million in 
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Pension 
(in millions) plans 
2007 $ 28 
2008 $ 28 
2009 $ 27 
2010 $ 26 
201 1 $ 25 
20 12- 16 $ 124 

YearlPeriod of Report 

2006/Q4 

Other 
Postretirement 

Benefits 
$ 8  
$ 9  
$ 9  
$ 9  
$ 9  
$ 4 4  

Plan Assets. The following table shows LG&E’s weighted-average asset allocation by asset category at 
December 3 1 : 

‘Tarvet Ranve 2006 2005 2004 
Pension Plans: 
Equity securities 45% - 75% 61% 57% 66% 
Debt securities 30% - 50% 39% 42% 33% 
Other 
Totals 

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 ofthe fimd 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 Long Duration 
Gov/Corporate 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 oflarge losses in a single asset class, no more than 5% ofthe portfolio will he 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, hut 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 of the overall fixed income benchmark. Foreign bonds in the 

( aggregate shall not exceed 10% of the total hnd,.  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. 
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Thrift Savings Plans. LG&E has a thrift savings plan under section 401 (k) of the IRC. Under the plan, eligible 
employees may defer and contribute to the plan a portion of current compensation in order to provide future 
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NOTES TO FiNANClAL STATEMENTS (Continued) - 

Note 6 - Income Taxes 

Components of income tax expense are shown in the table below: 

(in millions) __ 2006 2005 2004 
Current - federal $60 $'l3 $34 

Deferred - federal - net (7) (12) 11 
- state - net (1) (2) (1) 

Investment tax credit-deferred 3 - 
Amortization of investment tax credit A) A) 2) 

Total income tax expense w m - gJ 

- state I 1  10 13 

Deferred federal income tax expense during 2004 included significant deductions attributable to federal 
bonus depreciation which ended after December 2004. 

In June 2006, LG&E and KU filed ajoint application with the 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 o f  advanced coal technologies that will generate electricity in an environmentally 
responsible manner. LG&E's and KU's application requested up to a maximum amount of"'advanced 
coal project" credit allowed per taxpayer, or $125 million, based on an estimate of 15% ofprojected 
qualifying TC2 expenditures. 

In November 2006, the DOE and Internal Revenue Service announced that LG&E and KU were selected 
to receive the tax credit. LG&E's portion of the tax credit will be approximately $24 million over the 
construction period ofTC2.. This tax credit will be amortized to income over the life ofthe related 
property. In 2006, based on eligible construction expenditures incurred in 2006, LG&E recorded a 
federal investment tax credit, decreasing current federal income taxes in 2006 by $3 million. 

H. R. 4520, known as the "American ,Jobs Creation Act of2004" allows electric utilities to take a deduction of 
up to 3% oftheir qualified production activities income starting in 2005. This deduction reduced LG&E's 
effective tax rate by less than 1% for 2006. 
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NOTES TO FINANCIAL STATEMENTS (Conlinued) 

Deferred tax assets: 
Investment tax credit 
Income taxes due to customers 
Pensions and related benefits 
Liabilities and other 
Total deferred tax assets 

15 17 
21 17 

- 39 
- 26 2 

92 2 __ 

Net deferred income tax liability $3_21 a 
A reconciliation of differences between the statutory U S .  federal income tax rate and LG&E’s effective income 
tax rate follows: 

__ 2006 2005 - 2004 
Statutory federal income tax rate 35 0% 35.0% 35.0% 
State income taxes, net of federal benefit 3.8 4.3 5 3  
Reduction of income tax accruals (0 4) (2.0) (0.7) 
Amortization of investment tax credits (2.2) (2.1) (3 6) 
Other differences A!..&) (1.7) x!A) 

Effective income tax rate 34.6% - 33.5% S K I  

State income taxes net of federal benefit in 2006 reflect Kentucky Coal Tax Credits earned. 

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 

In September 2005, LG&E received notice fiom the Congressional .Joint Committee on Taxation approving the 
Internal Revenue Service’s audit of LG&E’s income tax returns for the periods December 1999 through 
December 2003. As a result of resolving numerous tax matters during these periods, LG&E reduced income tax 
accruals by $4 million during 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 Corporate 
income tax rate from 8 25% to 7% effective January 1,2005, and a further reduction to 6% effective January 1, 
2007 As a result of the income tax rate change, LG&E’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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Note 7 ~ Long-Term Debt 

As of December 3 1,2006 and 2005, long-term debt and the current portion of long-term debt consist primarily 
of pollution control bonds and long-term loans from affiliated companies as summarized below. 

Stated Principal 
(in millions) Interest Rates Maturities Amounts 
Outstanding at December 3 1,2006: 
Noncurrent portion Variable - 5.875% 2008-2035 $ 572 
Current portion Variable 2007-2027 248 

Outstanding at December 31,2005: 

Current portion Variable 2006-2027 248 

Under the provisions for LG&E’s variable-rate pollution control bonds, Series S, ‘T, U, BB, CC, DD and EE, 
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 2006 and 2005 was 3.50% and 
2.50%, respectively. 

Pollution control series bonds are first mortgage bonds that have been issued by LG&E in connection with 
tax-exempt pollution control revenue bonds issued by various governmental entities, principally counties in 
Kentucky,. A loan agreement obligates LG&E to make debt service payments to the county that equate to the 
debt service due from the county on the related pollution control revenue bonds. ‘The county’s debt is also 
secured by LG&E’s first mortgage bonds of an equal amount (the pollution control series bonds) that are 
pledged to the trustee for the pollution control revenue bonds, and that matches the terms and conditions ofthe 
county’s debt, but require no payment of principal and interest unless LG&E defaults on the loan agreement. 

Substantially all ofLG&E’s utility assets are pledged as collateral for its first mortgage bonds. LG&E’s first 
mortgage bond indenture, as supplemented, provides that portions o f  retained earnings will not be available for 
the payment of dividends on common stock, under certain specified conditions,. No portion of retained earnings I 

was restricted by this provision as ofeither December 31, 2006 or 2005,. 

Noncurrent portion Variable - 5.875% 2008-2035 $573 

YeailPeriod of Report 

2 0 0 6 m  

[FERC FORM NO. 1 (ED. 12-88) Page 123.26 I 



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

Louisville Gas and Electric Company (2 )  -A Resubmission 03/31/2007 z0061a4 

NOTES TO FlNANCiAL STATEMENTS (Continued) - 

Redemptions and maturities of long-term debt for 2006,2005 and 2004 are summarized below: 

($ in millions) 
- Year Description 
2006 Mandatorily Redeemable Preferred Stock 
2005 Pollution control bonds 
2005 Due to Fidelia 
2005 Mandatorily Redeemable Preferred Stock 
2004 Due to Fidelia 
2004 Mandatorily Redeemable Preferred Stock 

Principal 
Amount 

$ 1  
$ 40 
$ 50 
$ I  
$ 50 
$ 1  

Securedl 
Unsecured Maturity 

5 875% Unsecured Jul 2006 
5.90% Secured Apr 2023 
1.53% Secured Jan 2005 
5.875% Unsecured Jul 2005 
1.53% Secured Jan 2005 
5 875% Unsecured Jul 2004 

LG&E did not issue any new long-term debt in 2006 Issuances of long-term debt for 2005 and 2004 are 
summarized below: 

($ in millions) 
Year DescriDtion 
2005 Pollution control bonds 
2004 Due to Fidelia 
2004 Due to Fidelia 

Principal Secured 
Amount Rate Unsecured Maturity 

$ 40 Variable Secured Feb 2035 
$ 25 433% Secured Jan 2012 
$100 153% Secured Jan 2005 

LG&E has existing $5.875 series mandatorily redeemable preferred stock outstanding having a current 
redemption price of $100 per share. The preferred stock has a sinking fund requirement sufficient to retire a 
minimum of 12,500 shares on .July 15 of each year commencing with July 15,2003, and the remaining 187,500 
shares on July 15,2008 at $100 per share. LG&E redeemed 12,500 shares in accordance with these provisions 
on July 15,2006,2005,2004 and 2003, leaving 200,000 shares currently outstanding., 

L.ong-term debt maturities for LG&E are shown in the following table: 

(in millions) 
2007 $ 1  
2008 19 
2009- 1 1 - 
Thereafter 800 (a) 

Total 

(a) Includes long-term debt of$246 million classified as current liabilities because tltese bonds are subject to 
tender for purchase at the option of the holder and to mandatory tender for purchase upon the occurrence of 
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Note 8 - Notes Payable and Other Short-Term Obligations 

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

($ in millions) Pool Available Outstanding Available Interest Rate 
Total Money Amount Balance Average 

December 3 1,2006 $400 $ 68 $332 5.25% 
December 3 1,2005 $400 $141 $259 4.21% 

This Report is: Date of Report YearlPeriod of Report 
(1) x An Original (Mo, Da, Yr) 
(2) -A  Resubmission 03/31/2007 20061Q4 

At December 31,2006 and 2005, E.ON US.  maintained a revolving credit facility totaling $200 million with an 
affiliated company, E.ON North America, Inc., to ensure funding availability for the money pool. The balance is 
as follows: 

($ in millions) Available Outstanding Available Interest Rate 
Total Amount Balance Average 

December 3 I ,  2006 
December 3 1,2005 

$200 $102 $98 5.49% 
$200 $105 $95 4.49% 

During June 2006, LG&E renewed five revolving lines ofcredit with banks totaling $185 million. These credit 
facilities expire in June 2007, and there was no outstanding balance under any of these facilities at December 
3 I ,  2006 and 2005. 

'The covenants under these revolving lines of credit include: 
e 
* 
e 

* 

The debtkotal capitalization ratio must be less than 70%; 
E.ON AG must own at least 66.667% of voting stock ofLG&E directly or indirectly; 
The corporate credit rating ofthe Company must be at or above BBB- and Baa3; and 
A limitation on disposing of assets aggregating more than 15% of total assets as ofDecember 3 1, 
2004. 

Note 9 - Commitments and Contingencies 

Operating Leases. LG&E leases office space, office equipment and vehicles and accounts for these leases as 
operating leases. Total lease expense for 2006,2005 and 2004, less amounts contributed by affiliated companies 
occupying a portion of the office space leased by LG&E, was $5 million for 2006 and $3  million each for 2005 
and 2004. The future minimum annual lease payments for operating leases for years subsequent to December 
31,2006, are shown in the following table: 

IFERC FORM NO. 1 (ED. 12-88) Page 123.28 1 



- 
Name of Respondent This Report is: Date of Report YearlPeriod of Report 

( 1 )  An Original (Mo, Da. Yr) 
Louisville Gas and Electric Company (2) - A  Resubmission 03/31/2007 2006/Q4 

NOTES TO FINANCIAL STATEMENTS (Continued) 

Sale and Leaseback Transaction. LG&E is a participant in a sale and leaseback transaction involving its 38% 
interest in two jointly-owned combustion turbines at KU’s E.W. Brown generating station (Units 6 and 7). 
Commencing in December 1999, LG&E and KU entered into a tax-efficient, 18-year lease of the combustion 
turbines.. LG&E and KU have provided hnds  to fully defease the lease, and have executed an irrevocable notice 
to exercise an early purchase option contained in the lease after 15.5 years,, The financial statement treatment of 
this transaction is no different than if LG&E had retained its ownership. The leasing transaction was entered into 
following receipt of required state and federal regulatory approvals. 

In case of default under the lease, LG&E is obligated to pay to the lessor its share ofcertain fees or amounts. 
Primary events ofdefault include loss or destruction ofthe combustion turbines, failure to insure or maintain the 
combustion turbines and unwinding of the transaction due to governmental actions. No events of default 
currently exist with respect to the lease. Upon any termination of the lease, whether by default or expiration of 
its term, title to the combustion turbines revertsjointly to LG&E and KU. 

At December 31,2006, the maximum aggregate amount ofdefault fees or amounts was $9 million, ofwhich 
LG&E would be responsible for 38% (approximately $3 million). LG&E has made arrangements with E.ON 
US., via guarantee and regulatory commitment, for E.ON U . X  to pay LG&E’s full portion of any default fees or 
amounts. 

Letters of Credit. LG&E has provided letters of credit totaling $3 million to support certain obligations related 
to landfill reclamation and a letter of credit totaling less than $1 million to support certain obligations related to 
workers’ compensation. 

Purchased Power. LG&E has a contract for purchased power with OVEC for various Mw capacities.. 
LG&E has an investment of 5..63% ownership in OVEC’s common stock, which is accounted for on the cost 
method of accounting. LG&E’s share of OVEC’s output is 5.,63%, approximately 124 Mw of generation 
capacity. Future obligations for power purchases are shown in the following table: 
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In 1997, the EPA established new NAAQS for ozone and fine particulates that required additional reductions in’ 
SO2 and NOx emissions fiom power plants. in 1998, the EPA issued its final “NOx SIP Call” rule requiring 

Yeadperiod of Report 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

Hazardous Air PoNutunls. As provided in the 1990 amendments to the Clean Air Act, the EPA investigated 
hazardous air pollutant emissions &om electric utilities and submitted a report to Congress identifytng mercury 
emissions from coal-fired power plants as warranting further study, In 2005, the E.PA issued the CAMR 
establishing mercury standards for new power plants and requiring all states to issue new SIPS 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 of70 percent from 200.3 levels. The E,PA closely integrated the CAMR and C A R  
programs to ensure that the 2010 mercury reduction targets will be achieved as a “co-benefit” ofthe controls 
installed for purposes ofcompliance with the C A R  The final rule is also currently under challenge in the 
federal courts. In 2006, Kentucky proposed to amend its SIP to adopt state requirements similar to those under 
the federal CAMR., In addition, in 2005 and 2006, state and local air agencies in Kentucky have proposed or 
adopted rules aimed at regulating additional hazardous air pollutants from sources including power plants. To 
the extent those rules are final, they are not expected to have a material impact on LG&E’s power plant 
operations. 

Acid Rain Progrant., 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. 

Regional Haze. 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 E.PA issued 
its Clean Air Visibility Rule detailing how the Clean Air Act’s best available retrofit technology (“BART”) 
requirements will be applied to facilities, including power plants, built between 1962 and 1974 that emit certain 
levels ofvisibility impairing pollutants. Under the final rule, as the C A R  will result in more visibility 
improvement than BART, states are allowed to substitute CAIR requirements in their regional haze SIPS in lieu 
ofcontrols that would otherwise be required by BART.. The final rule has been challenged in the courts. 
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L.G&E and KU have begun construction of another jointly owned unit at the Trimble County site. L.G&E 
and KU own undivided 14.25% and 60.75% interests, respectively, in TC2. Of the remaining 25% of 
TC2, M E A  owns a 12.12% undivided interest and 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. 

This Report is: Date of Report YearlPeriod of Report 
(1) &An Original 
(2) - A Resubmission 03/31/2007 z 0 0 6 m  

(Mo. Da. Yr) 

LG&E KU IMPA IMEA Total 
12.12% 100% 

~ ~ _ _  

Ownership interest 14 25% 60 75% 12 88% 
Mw capacity 107 455 97 91 750 
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($in millions) LGgE KU Total 
OwnershioP-- Mw 0 l$L &..- J& 1%1 w) J&, I$) l$L (%1 

C a G i l v  Cos1 Deore-c Net Book Caeacltv Cost Deere-c Net Book Caoacitv cost Oeore-c 
iation Value ialion- -- ialion Value __  __ -- 

YearlPeriod of Report 

2006lQ4 

LGBE 53%. KU 47% (1) 146 58 ( I O )  48 129 51 (IO) 41 275 109 (20) 89 
LGBE 38%, KU 62% (2) 118 46 (8) 36 190 72 (12) 60 308 118 (20) 98 
LGBE 29% KU 71% (3) 92 32 (4) 28 228 80 (12) 68 320 112 (16) 96 
LGBE 37%. KU 63% (4) 236 79 (8) 71 404 137 (12) 125 640 216 (20) 196 
LGBE 29%. KU 71% (5) nla 3 (0) 3 nla 9 (1) 8 nla 12 (1) 11 

( I )  Comprised of Paddy's Run 13 and E.W. Brown 5 In addition lo Ule above jointly owned utility plant, there is an inlet air cooling system 
atlribulabie Lo Unit 5 and Units 8-11 at Ihe E W Brown facility This inlel air cooling syslem is not jointly owned, 
however i t  is used to increase production on Ihe Unit$ lo which i t  relates, resulting in an additional IOMw of capacity for LGBE 

(2) Comprised of units 6 and 7 at the E W. Brown facility. 
(3) Comprised of unib 5 and 6 al  the Trimbie County facility 
(4) Comprised of CT Substation 7-10 and units 7. 8. 9 and 10 at the Trimble County facility. 
(5) Comprised of CT Substalion 5 and 6 and CT Pipeline at Ihe Trimble County facility 

Both LG&E's and KU's participating share ofdirect expenses ofthe joint fuel plants is included in the 
corresponding operating expenses on its respective income statement (e,.g., fuel, maintenance of' plant, other 
operating expense). 

Note 11 - Segments of Business and Related Information 

LG&E is a regulated public utility engaged in the generation, transmission, distribution and sale of electricity 
and the storage, distribution and sale of natural gas. LG&E is regulated by the Kentucky Commission and files 
electric and natural gas financial information separately with the Kentucky Commission. The Kentucky 
Commission establishes rates specifically for the electric and natural gas businesses. Therefore, management 
reports and analyzes financial performance based on the electric and natural gas segments ofthe business. 
Financial data for business segments follow: 

(in millions) 
2006 
Operating revenues 
Depreciation and amortization 
Income taxes 
Interest income 
Interest expense 
Net income 
Total assets 
Construction expenditures 

Electric 

$ 943 
105 
57 

1 
33 

107 
2,520 

I l l  

- Gas 

$395 
19 
5 

8 
10 

664 
35 

__ Total 

$1,338 
124 
62 

I 
41 

117 
3,184 

146 

[FERC FORM NO. 1 (ED. 12-88) Page 123.34 



Name of Respondent 

Louisville Gas and Electric Company 

- 2005 
Operating revenues 
Depreciation and amortization 
Income taxes 
Interest income 
Interest expense 
Net income 
Total assets 
Construction expenditures 

__ 2004 
Operating revenues 
Depreciation and amortization 
Income taxes 
Interest income 
Interest expense 
Net income 
Total assets 
Construction expenditures 

This Report is: Date of Report YearlPeriod of Report 
(1) An Original (Mo. Da, Yr) 
(2) - A  Resubmission 03/31/2007 2006/Q4 

$ 987 
106 
60 

1 
30 

119 
2,475 

97 

$437 $ 1,424 
18 124 
5 65 

1 
7 37 

I O  129 
67 1 3,146 
42 139 

$ 816 $357 $1,173 
100 17 117 
48 5 53 

27 6 33 
87 9 96 

2,417 550 2,967 
1 I3 35 148 

- - - 

4ote 12 - Related Party Transactions 

LG&E and other subsidiaries of E.ON engage in related party transactions. Transactions between LG&E and 
E.ON U S. subsidiaries are eliminated upon consolidation of E.ON U.S. Transactions between LG&E and EON 
subsidiaries are eliminated upon consolidation of E ON. These transactions are generally performed at cost and 
are in accordance with FERC regulations under PUHCA 2005 and the applicable Kentucky Commission 
regulations. The significant related party transactions are disclosed below. 

Electric Purchases 

LG&E and KU purchase energy from each other in order to effectively manage the load of their retail and 
off-system customers. In 2004, LG&E also had sales to LG&E Energy Marketing Inc., another LON U S 
subsidiary, of less than $1 million These sales and purchases are included in the statements of income as 
electric operating revenues and purchased power operating expense. LG&E intercompany electric revenues and 
purchased power expense for the years ended December 31,2006,2005 and 2004 were as follows: 

(in millions) 2006 2005 2004 
Electric operating revenues from KU $99 $92 $59 
Purchased power from KU 77 96 62 
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L NOTES TO FINANCIAL STATEMENTS (Continued) 

(in millions) 2006 2005 2004 
Interest on money pool loans $ 2  $ 2  $ -  
Interest on Fidelia loans 11 11 12 

Other Intercompany Billings 

E.ON U.S,. Services provides LG&E with a variety of centralized administrative, management and support 
services. These charges include payroll taxes paid by EON U.S. on behalfofLG&E, labor and burdens ofE.ON 
U,.S. Services employees performing services for LG&E and vouchers paid by E.ON U,.S.. Services on behalfof 
LG&E. The cost of these services are directly charged to LG&E, 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, LG&E and KU provide services to each other and to EON U S  Services,. Billings between LG&E 
and KU relate to labor and overheads associated with union employees performing work for the other utility, 
charges related to jointly-owned combustion turbines and other miscellaneous charges. Billings from LG&E to 
E.ON U,S. Services relate to information technology-related services provided by LG&E employees, cash 
received by E,.ON U.S. Services on behalf of LG&E and services provided by LG&E to other non-regulated 
businesses which are paid through E,.ON U.S. Services. 

Intercompany billings to and from LG&E for the years ended December 31,2006,2005 and 2004 were as 
follows: 

(in millions) 2005 2004 
E.ON U.S Services billings to LG&E $230 $208 $191 
LG&E billings to KU 53 101 60 
KU billings to LG&E 56 29 '7 
LG&E billings to E.ON U.S. Services I 8 13 
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NOTES TO FINANCIAL STATEMENTS (Conlinued) 

(in millions) 
Cash paid during the year for: 
Income Taxes 
Interest on borrowed money 
Interest on affiliated companies on borrowed money 

$ 6 4  $ 8 3  
24 21 
I 1  13 

Note 15 - Notes to Statement of Income for the Year 

See page 115, line 6, column (8). Electric Utility Depreciation Expense includes $6.,l million applicable to 
Common Utility Plant apportioned to Electric Operations.. 

See page 115, line 6, column (i). Gas Utility Depreciation Expense includes $2.1 million applicable to 
Common Utility Plant apportioned to Gas Operations. 

See page 115, line 8, column (8). Electric Utility Amortization and Depletion ofutility Plant includes $4.3 
million applicable to Common Utility Plant apportioned to Electric Operations. 

See page 115, line 8, column (i)., Gas Utility Amortization and Depletion of Utility Plant includes $1.5 million 
applicable to Common Utility Plant apportioned to Gas Operations. 

~FERC FORM NO. I (ED. 12-88) Page 123.37 I 



Name of Respondent 

Louisville Gas and Electric Company 

Note 16 -Subsequent Events 

On January 16,2007, LG&E made a discretionary contribution to the pension plan in the amount of$56 million, 
which was slightly more than the $52 million accrued benefit liability as of December 31,2006. 

On January 31,2007, LG&E received an Order from the Kentucky Commission 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 a rate ofretum on capital. 

On January 3 1,2007, the Kentucky Commission issued an Order approving LGCLE’s application for certain 
financial transactions, including arrangements which provide a source of’ funds for the possible redemption of 
LG&E’s preferred stock, In March 2007, a committee of LG&E’s board authorized the redemption ofthe 
preferred stock, effective on April 16, 2007, pursuant to existing redemption provisions applicable to such 
series. LG&E will redeem on such redemption date all of its outstanding shares of its series of preferred stock at 
the following redemption prices, respectively, plus an amount equal to accrued and unpaid dividends to the 
redemption date: 

0 860,287 shares of5% cumulative preferred stock ba r  value $25 per share) at $28 per share; 
0 200,000 shares of$5,.875 cumulative preferred stock (without par value) at $100 per share; and 
0 500,000 shares ofauction rate, series A, cumulative preferred stock (without par value) at $100 per share. 

This Report is: Date of Report Yeadperiod of Report 
(1) An Original (Mo. Da, Yr) 
(2) - A  Resubmission 03/31/2007 2oufiw4 

Dividends on the shares ofpreferred stock shall cease to accumulate on the redemption date and no further 
dividends will be paid or will accrue on such preferred stock thereafter. 

On February 9,2007, LG&E filed with the Kentucky Commission an application for approval of a “green 
energy” rider This application details LG&E’s plans to offer its customers a “green energy” program that 
contributes funds to the maintenance and growth of renewable energy in Kentucky and contiguous states An 
Order is expected during the second quarter of 2007. 

On March 21, 2007, LGCLE filed a real-time pilot program for residential and general service customers with the 
Kentucky Commission as agreed to in the Rate Case settlement agreement and in response to additional 
requirements ordered by the Kentucky Commission resulting from not adopting the Smart-Metering and 
Interconnection standards included in the EPAct 2005. An order kom the Kentucky Commission is anticipated 
before the end of2007 

LG&E has commenced a review of certain federal and state permitting, licensing and oversight matters relating 
to existing natural gas operations at its Doe Run, Kentucky storage field. The review relates, in part, to the 
applicable jurisdictional status of such operations under the Natural Gas Act and whether additional 
applications, filings or exemptions are required or advisable, and is planned to be completed during mid-2007.. 
LG&E has had preliminary communications with FERC and relevant regulatory agencies in Kentucky and 
Indiana and is continuing to coordinate with such entities,. LG&E believes that no sanctions are warranted but i( 
unable to estimate the ultimate outcome ofthe matter, including whether FERC might seek to impose any fines 
or penalties under the Energy Policy Act of2005. 
IFERC FORM NO. 1 (ED. 12-88) Page 123.38 
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In April 2007, LG&E entered into two long-term borrowing arrangements with Fidelia in aggregate principal 
amount of $138 million. The loan proceeds were used to fund the preferred stock redemption and to repay 
certain short-term loans incurred to fund the pension contribution made by LG&E during the first quarter of 
2007. 
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STATEMENTS OF ACCUMULATED COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AND HEDGING ACTIVITIES 

Report in columns (b).(c).(d) and (e) the amounts of accumulated other comprehensive income items. on a net-of-lax basis, where appropriate,. 

Report in columns (f) and (9) the amounts of olher categories of olher cash flow hedges. 

For each category of hedges thal have been accounled for as '"fair value hedges", report Ihe accounts affecled and the related amounls in a footnote, 

This Re orl Is: Dale of Report YearlPeriod of Report 
End of 2006104 (1) d A n  Original 

(2) n A  Resubmission 03/31/2007 
(Mo. Da. Yr) 

Item 

(a) 
alance of Account 219 at Beginning of 
receding Year 
receding QtrNr lo Dale Reclassificalions 
om Acct219 Io Ne1 inwme 
receding QuartedYear lo Dale Changes i 
air Value 
&I (lines 2 2nd 3) 
alance of Account 219 ill End of 

receding QuarlerNear 
alance of Account 219 at Beginning of 
:urrenl Year 
:urrenl QtrNr lo Dale Reclassifications 
om Accl219 to Net Income 
:unent QuarterNear lo Date Changes in 
air Value 
olal (lines 7 and 81 
alance of Account 219 at End of Current 
IuarterNear 

Unrealized Gains and 
Losses on Available- 
for-Sale Securities 

(b) 

( 46,923,505 

( 46,923,505 

46,923,50! -I--- 46,923.50: 

Foreign Currency 
Hedges 

(d) 

Other 
Adjustments 

(8) 

I 3.599.009 

( 3,599,009 

( 3599.009 

( 3.599.009 
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Interest Rate Swaps 

Yearlhriod 01 Keport vale 01 Heport ;;y IS .  n Original (Mo. Da. Yr) End of 2006/04 
(2) O A  Resubmission 03/31/2007 

Tolals for each 
category of ilems 

recorded in 
Account 219 
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YearlPeriod 01 HepOn - .. .. . Tame 01 Respondent ;p R ~ ~ r t  Is: Date 01 Keport 
n Original (Mo. Da, Yr) End of 2006/Q4 

(2) C I A  Resubmission 03/31/2007 Louisville Gas and Electric Company 

SUMMARY OF UTILITY PLANT AND ACCUMOLATED PROVISIONS 
FOR DEPRECIATION. AMORTIZATION AND DEPLETION 

' 

Report in Column (c) the amount for electric function. in column (d) the amount for gas function. in column (e). (f). and (g) report other (specify) and in 
column (f) common function 

Electric 

(C) 

Total Company for the 
Current YeariQuarter Ended 

lb) 

Ciassilication Line 
No 

8 

9 
10 

Total (3 thru 7) 3,903,216,364 3,199,114,843 

Leased to Others 

Held for Future Use 706.274 706,274 
I I I 

11 I Construction Work in Progress I 217.873.4101 154.377.559 

I I 

I 1.487.732.250 14 I Accum Prov for Depr, Amort, a Depi 1.766.590.6021 

quals 14) (22.26.30.31.32) 
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YeadPerlod Ot nepoii 
End of Z O O G K I ~  I 1 ;:;s Re& Is: n Original (Ma. Da. Yr) 

Dale 01 Repoii 

(2) n A  Resubmission 03/31/2007 
I u 

SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS 
FOR DEPRECIATION AMORTIZATION AND DEPLETION 

__ 

179,690,92E 524,410.592 

54,810.960 8,684.891 

I I I 
I I I I 

I I I I 
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1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 

n 

i n  

38 

- 

This Report Is: Uate of Report Year of Report 
(1) [x] An Original (Mo,Da.Yr) 
(2) [ 1 A Resubmission 03/31/2007 Dec. 31, 2006 

Account 
(a) 

1 INTANGIQLE PLANT 
301 Organizalion 
302 Franchises and Consents 
303 Miscellaneous Intangible Piant 

TOTAL Intangible Plarit (Enter Tolal of lines 2. 3. and 4 ) 
2 PRODUCTION PLANT 

Natural Gas Production and Galhering Planl 
325 1 Producing Lands 
325 2 Producing Leaseholds 
325 3 Gas Rights 
325 4 Rights-of-Way 
325 5 Olher Land and Land Rights 
326 Gas Well Structures 
327 Field Compressor Station Slructures 
328 Field Meas and Reg Sta Slruclures 
329 Other Structures 
330 Producing Gas Wells - Well Construction 
331 Producing Gas Wells - Well Equipment 
332 Field Lines 
333 Field Compressor Station Equipment 
334 Field Meas and Reg Sta Equipment 
335 Drilling and Cleaning Equipnient 
336 Purification Equipment 
337 Other Equipment 
338 Unsuccessful Exploration & Uevel Costs 

Products Extraction Plant 
TOTAL Production arid Gathering Plant 

340 Land and Land Rigtils 
341 Structures and lmprovemenls 
342 Extraction and Refining Equipmenl 
343 Pipe Lines 
344 Extracted Products Storage Equipment 
345 Compressor Equipment 
346 Gas Meas. and Reg Equipment 
347 Other Equipment 

TOTAL Products Extraction Plan1 
TOTAL Nat Gas Production Plant 

TOTAL Produclion Plant 
Mfd Gas Prod Plant (Submit Suppl Statement) 

Balance at 
Beginning of Year 

(b) 

1,187 

1.1~7 

Additions 

(C) 
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Balance at 
End of Year 

1.187 
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325 2 
325 3 
325 4 
325 5 
326 
327 
328 
329 
330 
331 
332 
333 
334 
335 
336 
337 
338 

340 
34 1 
342 
343 
344 
345 
346 
347 

___ 
Line 
No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

n 

28 

__ 
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ine 
$A 

$1 
12 
13 
44 
15 
16 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 __ 

ate of Report 
lo,Da.Yr) 

Year of Report 

Account 
(a) 

3 NATURAL GAS STORAGE AND PROCESSING PLANT 
Underground Storage Plant 

3501 Land 
350 2 Rights-of-way 
351 Structures and lmorovements 

m e  of Respondent 
)uisville Gas and Electric Company 

352 Wells 
352 1 Sloraoe Leaseholds and Riahts 

This Report Is: 
(1) 1x1 An Original 
(2) [ ] A  Resubmission 

352 2 Reseboirs 
352 3 Nan-recoverable Natural Gas 
353 Lines 
354 Compressor Station Equipment 
355 Measuring and Reg Equipment 
358 Purification Equipment 
357 Other Equipment 
358 

I 

Asset Retire Obligations Gas Plant 
TOTAL Underground Storage Plant 

Other Storage Plant 
380 Land and Land Rights 
361 Structures and Improvements 
362 Gas Holders 
363 Purification Equipment 
363 1 Liquefaction Equipment 
363 2 Vaporizing Equipment 
363.3 Compressor Equipment 
3634 Meas and Reg Equipment 
363 5 Other Equipment 

TOTAL Other Storage Plant 
Base Load Liquefied Natural Gas Terminating and Processing Plant 

364 1 Land and Land Righls 
364,2 Structures and Improvements 
364,.3 LNG Processing Terminal Equipment 
364,4 LNG Transportation Equipment 
364 5 Measuring and Regulating Equipment 
364 6 Compressor Station Equipment 
364 7 Communications Equipment 
3648 Other Equipment 

TOTAL Base Load Liquefied Natural Gas, 
Terminating and Processing Plant 
TOTAL Nat Gas Storage and Proc Plant 

4, TRANSMISSION PLANT 
365 1 Land and Land Rights 
365 2 Rights-of-way 
366 Struclures and Improvements 
367 Mains 
368 Compressor Station Equipment 
369 
370 Communication Equipment 
371 Other Equipment 

Measuring and Reg,. Sta Equipment 

TOTAL Transmission Plant 

06) (Continued) 
Balance at 

Beginning of Year 
(b) 

32.865 
63,678 

2,920,265 
8.814.484 
548,241 
400.51 1 

9,648,855 
12.257.500 
14,135.898 

383,613 
10,103,108 
1.038.704 
504.098 

60,851,820 

60.851.820 

220,660 

12,681,769 

12,902,429 

Additions 
(C) 

28,134 

857,685 
199,l 32 
11.34c 
44.793 
(681 

37,034 
977.437 

977.43; 
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GAS PLANT I 

I) 1x1 An Original 
9 [ JAResubmission 

Retirements 
(d) 

4.84: 
48,821 

128,441 
3 7 3 3 s  

7.14: 
213.641 

4.81; 

780.96t 

(Mo.Da.Yr) 
03/31/2007 Dec. 31,2006 

780.961 

8.331 

8,331 

32.865 
63.678 

2,943,556 
8.765.659 

548,241 
400,511 

9,648,855 
12,786,744 

Adjustments 
(e) 

350 1 
3502 
351 
352 
352 1 
3522 
352 3 
353 

FERC FORM NO 2 (ED 12-88) 

220,660 

12.673.431 

his ReDorl Is: I Date of Reuort IYear of Reoort 

365 1 
3652 
366 
367 

Transfers I EndofYear I 

Page 207 

360 
361 
362 
363 
363 1 
363 2 
363 3 
363 4 

364 1 

/:~: 1;; 
364 8 

61,048.289 

- 
Line 
No. 
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 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
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I 

ie 
il- 
5 
6 
7 
8 
9 
IO 
I1 
I2 
13 
14 
15 
16 
17 
38 
39 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
2e 
2E 
3c 

__ 

This Report Is: 
(1) [XI An Original 

l(2) [ 1 A Resubmission 
GAS PLANT IN SERVICE (Accounts 101, 102.103, an 

o,Da.Yr) 
03/31/2007 

Account 

Dec. 31,2008 

(a) 
5. DISTRIBUTION PLANT 

'4 Land and Land Rights 
'5 Structures and lmprovemenls 
'6 Mains 
'7 Compressor Slalion Equipment 
' 8  
79 
30 Services 
31 Melers 
32 Meler Installations 
33 House Regulalors 
34 House Reg lnslallations 
35 
36 
37 Olher Equipment 
38 

Meas, and Reg. Sla, Equip -General 
Meas and Reg. Sla Equip -City Gale 

Industrial Meas. and Reg. Sla Equipmenl 
Other Prop. on Customers' Premises 

Assel Retirement Obligations Gas Planl 
TOTAL Distribution Plant 

6 GENERAL PLANT 
39 Land and Land Rights 
30 Slruclures and Improvements 
31 Office Furniture and Equipmenl 
32 Transportation Equipmenl 
33 Stores Equipment 
34 
35 Labralory Equipmenl 
36 Power Operated Equipment 
97 Communication Equipment 
98 Miscellaneous Equipment 

Sublolal 
99 Olher Tangible Properly 

TOTAL General Plant 

Tools, Shop. and Garage Equipment 

TOTAL (Accounls 101 and 106) 
Gas Plant Purchased (See lnstr,, 6) 
(Less) Gas Plant Sold (See Inslr. 8) 
Experimenlal Gas Plant Unclassified 
TOTAL Gas Plant in Service 

le of Report IYear of Report 

Beginning of Year 
(b) 

136,061 
997,057 

255,102,583 

8,185,410 
3.804.864 

124.500,012 
20,289.467 
6,689,545 

2.152.161 
159,361 

3,814.8ao 

65.052 
30,765 

425,927.142 

3,370.22' 

3.202,51: 
435,081 

2.739,30f 

9,747.11( 

9.747.11( 
509,429,681 

509,429,681 

Additions 
(C) 

15,450 
7,355,027 

295.1 30 
52,151 

866.420 
2.482.165 
2.986.356 
1.160.605 
2,637,85 I 

17,851,160 

16.792 

307.242 
13204 

309.70C 

648.94C 

648.94( 
19,477.53i 

19,477,531 
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This Reporl Is: 
(1) [x] An Original (Mo.Da.Yr) 

Date of Report m e  of Respondent 
uisville Gas and 

03/31/2007 

Reliremenls 
(d) 

283,133 
123,038 

627,150 
10 470 

340 
1 599.912 
539,557 
377 313 
82 659 

13 935 

3,65731 1 

1.33 

34 97; 
8 751 
4,74: 

49.811 

49,811 
4.496.63 

4.496,63 

Year of Reporl 

Dec. 31,2006 

174 
175 
176 
177 
$78 
179 
380 
381 
12 
13 
14 
15 
16 
37 
$8 

39 
30 
31 
32 
33 
34 
95 
96 
97 
98 

99 

Transfers 
(0 

136.061 
729,374 

262,334,572 

7,853,390 
3,846545 

125,366,092 
21,171,720 

I 

End of Year 
(9) 

9;136;344 
4,598,092 
4.707.358 
159.361 

51.11: 
30.761 

440,120,791 

3.387.681 

Adjustments -.---I 

3.474.77l 
439.51: 

3.044.25 

10.346,23, 

10,346,23 
524.4 10.59 

524.410.59 
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- 
.ine 

95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
1 i o  
1 1 1  
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
1 24 
125 
126 
127 
128 
129 
130 

No. 

__ 





ame of Respondent 
)uisville Gas and Electric Company 

projects in process of construction (107) 
Show items relating to "research, development. and 

monstration" projects last. under a caption Research, 

of the Uniform Systems of Accounis) 
3 Minor projects (less lhan $500.000) 
may be grouped 

This Report Is: Dale of Report Year of Report 
(1) [XI An Original (Mo.Da,Yr) 
(2) 1 ] A  Resubmission 3/31/2007 Dec. 31.2006 

ine I Descriplion of Project 

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 

Underground Storage 

Minor Projects 
Total - Underground Storage 

Transmission 

Minor Projects 
Total- Transmission 

Distribution 

Large Scale Main Replacements 
Replace Co Gas Service RC419 
New Business Connect Service RC419 
Gas Main Extension RC406 
New Business Subdivision RC341 UG 
Priority Main Replacement 
MI WashinglonlLebanon .Junction High System Upgrade 
New Business Connecl Service RC419 
Muldraugh Dehydrator H2 
Public Works Gas RC406 
New Business Gas Service RC402 
Leak Repair RC419 
Riverport Reinforcement 
Pipeline Integrity Compliance 
Highway Relocations Gas Central 

Minor Projects 
Total - Distribution 

General Plant 

Minor Projects 
Total - General Plar 

38 37 I Grand Total 

FERC FORM NO 2 (ED 12-87) Page 216 

Canslruction Work in Estimaled 
rogress-Gas (Account 107) Additional 

Cost 01 Project 

424.563 
424.563 

11.091.524 
7,236,515 
6.869.771 
5,193235 
4,041,754 
2.449.680 
2,300,344 
2,186.223 
1.000,617 

912,105 
824,570 
597.571 
570,467 
519,989 
509.451 



Name of Respondent 
Louisville Gas and Electric Company 

This Report Is: Date of Report Year of Report 
(1) [XI An Original (Mo.Da.Yr) 

. .  . .  
(b) the general procedure for determin'ing the amount capitalized. (c) the method of distribution to con&uclion jobs, (d) whether 
different rates are applied to different types of construction. (e) basis of differentiation in rates for different types of construction. 
and ( f )  whether the overhead is directly or indirectly assigned 
2 Show below the computation of allowance for funds used during construction rates, iri accordance with the provisions of 
Gas Plan Instructions 3 (17) of the Uniform System of Accounts 
3 Where a net-of-tax rate for borrowed funds is used, show the appropriate tax effect adjustment to the computations below 
in a manner that clearly indicates the amount of reduction in the gross rate for tax effects 

LOCAL ENGINEERING: 

Department personnel engaged in construction work, but not assignable to a particular work order, are charged to engineering 
clearing work orders which have been set up in a clearing account for each respective department Examples of such charges arf 
as follows: work in connection with the construction budget; cost of estimating prior to the issuance of specific work orders; 
scheduling and assigning construction work; preparation of field reports; conferences on construction matters; general supervisioi 
of construction projects, etc 
At the end of each month the costs accumulated in these cleating work orders are allocated to specific work orders coming undr 

the direct supervision of the respective departments The work orders are spread on the basis of total direct cost of work orders 

Salaries and expenses of Construction and Services Department. Electric Service and Delivery Department, and Gas 

The labor and expenses of engineers and foremen who are direclly assigned to a particular work order are charged to that work 
order 

SERVICE CONTRACT CHARGES: 
These expenses are charged direct to construction and other projects as applicable based on the service performed 

EMPLOYEE BENEFITS: 
Vacation.holiday,sick and other off-duty payments by respondent.togelher with payments by the Company for hospitalization. 
dental. group life insurance and pension costs, are charged lo construction on the basis of the ratio of direct labor charged to 
construction, subject to fringe benefits, to the total direct labor, subject lo fringe benefits 

ADMINISTRATIVE AND GENERAL EXPENSES: 
The allocation of administrative and general expenses to construction is based on a study of the estimated time engaged in 

construction activities by persons and departments charging time to FERC Account 920 The administrative and general salaries 
and expenses (FERC Account 920.921) applicable to construction is allocated to all construction work orders on the basis of tota 
direct costs 

ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION: 
The Company does not capitalize an allowance for funds used during construction of gas utility plant 

l(2) [ 1 A Resubmission 

FERC FORM NO 2 (12-96) Page 218 

0 3 3  1/2007 IDec. 31,2006 



Louisville Gas and Electric Company (1) [XI An Original (Mo,Da.Yr) 
(2) [ ] A Resubmission 03/31/2007 Dec. 31,2006 I 

1. Components fo Formula (Derived from actual book balances and actual cost rates): 

Title Amount Capitalization I Cost Rate 

I 

I I Ration (percent) 1 Percentage 

COMPUTATION OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION RATES 
For line (5), column (d) below enter the rate granted in the last rate proceeding If not available, use the average rate earned 
during the preceding 3 years. 

I 

I I 

I 
2. Gross Rate For Borrowed Funds 

3. Rate for Other Funds [i-(SNV)][p(P/(D+P+C))+c(C/(D+P+C))] 

s(SiW)+d((D/(D+P+C))( l - (S/W))]  

FERC FORM NO. 2 (12-96) Page 218a 

I 

I 
I 
I 
I 
I 
I 
I 

a Rate for Borrowed Funds - 
b. Rate for Other Funds - 



of Respondent 
uisviile Gas and Electric Companv . .  . . .. 

l(2) [ 1 A Resibmission 1 '  03/31/2007 IDec. 31,2006 
ACCUMULATED PROVISION FOR DEPRECIATION OF GAS UTILITY PLANT (Account 108) 

Explain in a footnote any important adjustments during the respondent has a significant amount of plant retired at ' 

This Report Is: Date of Report Year of Report 
(1) Ixl An Orisinal (Mo.Da.Yr) 

ar 
Explain in a footnote any difference between the 
iount for book cost of plant retired, line 11, column (c). 

that reported for gas plant in service, page 204-209. 
lumri (d), excluding retirements of non-depreciable 
operty 
The provisions of Account 108 in the Uniform System 
Accounts require that retirements of depreciable plant 

year end which has not been recorded and/or classified 
to lhe various reserve functional classifications. make 
preliminary closing entries to tentatively functionalize the 
book cost of the plant retired In addition, include all 
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 

- 

n e  

10 . ICrn 

(a) 
1 \Balance Beginning of Year 
2 
3 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

15 
16 

17 

Depreciation Provisions for Year, 
Charged to : 

(403) Depreciation Expense 
(413) Exp of Gas Plt. Leas to Others 
Transportation Expenses- Clearing 
Other Clearing Accounts 
Other Accounts (Specify): 
TOTAL Deprec Prov,. for Year (Enter 

Total of lines 4 thru 8) 

Net Changes for Plant Retired: 
Book Cost of Plant Retired 
Cost of Removal 
Salvage (Credit) 
TOTAL Net Chrgs. for Plant Retired 

(Enter Total of lines 1 1  thru 13) 

Other Debit or Credit Items (Describe): 
Customer Payments 

Balance End of Year (Enter Total of 
lines 1,9, 14. and 16) 

I 
Section 6. Balances at End 

18 IProduction- Manufactured Gas 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Prod and Gathering - Natural Gas 
Products Extraction - Natural Gas 
Underground Gas Storage 
Underground Gas Storage - ARO 
Other Storage Plant 
Base Load LNG Term and Proc Plt 
Transmission 
Distribution 
Distribution - ARO 
General 

TOTAL (Enter Total of lines 18 thru 26) 

29 I NOTE: 

If 
Balances an( 

Total 
(c+d+e) 

lb) 
186,533.978 

14.911.006 

294,103 

(55,100 

15,150,009 

4,496,633 
1,732.351 

1.718 

6,227,266 

444,731 

195.901.452 

Year Accord 

31,059,044 
392.04C 

11.615.044 
146,027.43C 

19,102 
6,788.792 

195,901,452 

hanges Durin 

Gas Plant 

In Service 

(C)  

186,533,978 

14.91 1,006 

294,103 

(55,100 

15.1 50,009 

4,496,633 
1,732,351 

1.718 

6,227,266 

444,731 

195,901,452 

I to Functiona 

31,059,044 
392,040 

11,615,044 
146,027,430 

19,102 
- 6,788,792 

195,901,452 

Year 

Gas Plant 
Held for Fulure Use 

Id) 

2 )  

: I )  

:lassifications 

/[I \ Cuslomer payments related to construction proiects 
(i2j Accrual fo; Cbst of Removal on ARO Parent Assets impacling (403) and (254) accounts. 

FERC FORM NO 2 (ED 12-87) Page 219 

Gas Plant 
Leased to Otlien 

(e) 



Name of Respondent This Report Is: Date of Report 
Louisville Gas and Electric Company (1) [xl An Original (Mo.Da.Yr) 

I l(2) [ ] A Resubmission I 03/31/2007 (Dec. 31, 2006 
GAS STORED (ACCOUNT 117, 164.1,164.2AND 164.3) 

if durina the vear adiustment was made to the resDect to any encroachment of withdrawals upon 

Year of Report 

I 

stored gas inventory (such as to correct cumulative 
inaccuracies of gas measurements), f1JmiSh in a 
footnote an explanation of the reason for the 
adjustment, the Mcf and dollar amount of adjust- 
ment, and account charged or credited. 
2 Give in a footnote a concise statement of the 
facts and the accounting performed with respect to 
any encroachment of withdrawals during the year, or 
restoration of previous encroachment, upon native 
gas constituting the "gas cushion'' of any 
storage reservoir 
3 If the company uses a "base stock" in connection 
with its inventory accounting, give a concise statement 
of the basis of establishing such "base stock" and the 
inventory basis and the accounting performed with 

Description 
(a) 

4ance at Beginning of Year 
as Delivered to 
Storage (contra Account) 
as Withdrawn from 
Storage (contra Account) 

ther Debits or Credits (Net) 
alance at End of Year 
cf 
mount Per Mcf 

Line 

~ 

Noncurrent 
(Account 117) 

(b) 
2,139,990 

2,139,990 
2,930,000 

73.04$ 

L 

LNG 
(Account 164 2 )  

Id) 

LNG 
(Account 164 3) Total 

(e) /f) 
127.008.851 

82,024,84 1 

124,055.80 1 

"base stockjor restoration of previous encroachment, 
including brief particulars of any such accounting 
during the year, 
4. If the company has provided accumulated provision 
for stored gas which may not eventually be fully 
recovered from any storage project, furnish a statement 
showing: (a) date of Commission authorization of such 
accumulated provision, (b) explanation of circumstances 
requiring such provision, (c) basis of provision and 
factors of calculation, (d) estimated ultimate 
accumulated provision accumulation, and (e) a summary 
showing balance of accumulated provision and entries 
during year 
5 Report pressure base of gas volumes as 14 73 psia 
at 60" F 

Current 
(Account 164 1) 

124,868,861 

82,024,84 1 

IC) 

124,055.80 i 

82,837,901 
11,555,233 

716.89$ 
rrent and noncut 

84.977.891 
14,485,232 

586.65 
nt Dortions: 

IOTE: 
ne 3, Column C includes $3,056.047 for 358,849 Mcf of gas lost in storage operations; charged to Account 823. 
Gas Losses,, 

FERC FORM NO 2 (ED 12-87) Page 220 



This Report Is: 
(1) [XI An Original 

Date of Report 
(Mo.Da,Yr) L )uisville Gas and Electric Company 

03/31/2007 

(a) Investment in Securities - List and describe 
each security owned, giving name of issuer, date 
acquired and date of maturity For bonds, also 
give principal amount. date of issue, maturity, 
and interest rate For capital stock (including 
capital stock of respondent) reacquired under a 
definite Dlan for resale pursuant to authorization 

__ 
Year of Report 

Dec. 31,2006 

classes 
(b) Investment Advances - Report separately for each 
person or company the amounts of loans or investment 
advances which are properly includable in Account 123 
Advances subject to current repayment should be 
included in Accounts 145 and 146 With respect to each 
advance, show whether the advance is a note or open 

Description of Investment 
(a) 

Valley Electric Corporation Common Stock (1) 

inf 
4 0  

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 
2c 
3c 
31 

- 

__ 

Book Cost at 
Beginning of Year (If 
book cost is different 

from cost to respondent 
in a footnote and 

explain difference ) 
(b) 

594,286 

FERC FORM NO. 2 (ED,. 12-86) Page 222 

Purchase 
or Additions 
During Year 

(C) 



n 
IO 

1 
2 
3 
4 
5 
6 
7 
8 
9 
1( 
1 
1: 
1: 
1. 
l! 
11 
1 
14 
1' 
21 
2 
2 
2 
2 
2 
2 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

- 

- 

Name of Respondent This Report IS: Date of Report 
Louisville Gas and Electric Company (1) [XI An Original (Mo.Da.Yr) 

Sales or Other 
Dispositions 
During Year 

(d) 

Year of Report 

Principal 
Amount or 

No of Shares at 
End of Year 

(e) 

5.630 Shs 

(2) 1 ] A Resubmission 

Book Cost at 
End of Year (If 

book cost is different 
from cost to respondent 

in a foolnote and 
explain difference ) 

(f) 

594.286 

594,286 

03/31/2007 Dec. 3 1, 2006 

FERC FORM NO 2 (ED 12-86) 

p w c  LL? 

3 For any securities, notes or accounts that were pledged 
designate with an asterisk such Securities, notes, or 
accounls and in a footnote state lhe name of pledgee and 
purpose of the pledge 
4 If Commission approval was required for any advance 
made or security acquired, designate such fact in a footnote 
and give name of Commission. date of aulhorizalion, and case 

disposed of during the year the gain or loss 
represented by the difference belween cost 
of the investment (or the other amount at which 
carried in the books of account if different 
from cost) and the selling price thereof, not 
including any dividend or interest adjustment 
includible in column (9) 

Page 223 

Gain or Loss 
from Investment 

Disposed of 
(h) 

I Revenues 
for 

Year 
(9) 

231,941 

231,941 





Name of Respondent This Report Is: Dale of Report Year of Report 
Louisville Gas and Electric Company (1) [XI An Original (Mo,Da,Yr) 

(2) [ 1 A Resubmission 03/31/2007 Dec. 31,2006 
PREPAYMENTS (ACCOUNT 165j 

1. Report below ihe particulars (details) on each prepayment. 
Nature of Prepayment Balance at End of Line 

No Year (in Dollars) 
(a) (b) 

1 Prepaid Insurance 2,806,259 
2 Prepaid Rents 
3 Prepaid Taxes (262-263) 952,236 
4 Prepaid Interest 
5 Gas Prepayments (226-227) 
6 Miscellaneous Prepayments: Power Pool $1,238.093 Rights of Way $293,333 1,621,426 

7 TOTAL 5,379,921 
Risk Mgmt $90,000. 

- EXTRA0 ount 182.1) 
Descrivtion of ExtraordinaN Loss WRITTEN OFF DURING 

YEAR Balance at 
Account I Amount End of 

6 
7 

8 
9 

__ 
- 

[Include in the description the date of 
loss. the date of Commission authoriza- 
lion to use Account I82 1 and period of 

amortization fmo. yr, lo ma. yrJ / 

OTAL 
UNRECOVERE . amortization (mo. yr, lo mo, yrJ 1 

Description of Unrecovered Plant and 
Regulatory Study Costs 

[Include in the description or costs. 
the date of Commission authorization 
to use Account IBZ 2 and period of 

.1 1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

a 28 
29 I 
30  TOTAL 

)INARY P M  

Total 
Amount 
of Loss 

lbJ 

PLANT AND RI 

Total 
Amount 

of Charges 

ry LOSSES (A 

Losses 
Recognized 
During Year 

U L A T O R Y ~ ~  

costs 
Recognized 
During Year 

f C l  

Charged I I Year 

- 
Account 
Charged 

(d) 

I 

Amount 
Balance at 
End of 
Year 

f r )  

FERC FORM NO, 2 (12-96) Page 230 



\lame of Respondent 
Louisville Gas and Eleclric Company 

.ine Description and Purpose of Balance at Debils CREDITS 
No Olher Regulatory Assels Beginning of Wr'nen on D'Jnng wnnen Uunng 

Ihe QuarlerNear lhe Period 
QuarlerNear Accaunl Charged Amaunl 

Curreni 

(a) (b) (C) (d) ( e )  
I vur workforce Reduction cost 7,540,776 0 930.2 7,540,776 

2 
3 FAS 158 Pension and Paslretirement 0 iz6.za8.4ii 228.3 0 
4 

5 MIS0 Exit Fee 0 13,133,016 0 
6 
7 AsselRetiremenlObligason-Generation 15,875245 1,653,422 407.41411 222.593 

This Re ort Is: 
(1) d ~ n  Original 
12) n A  Resubmission 

Eaiance a1 end of 
Currenl OuarierNear 

( f )  

0 

126,288,471 

13,139.016 

17.306.074 

~ e a r t ~ e r i o o  01 nepon 
End of 2006/Q4 I Date of Report 

(Mo, Da, Yr) 
03/31/2007 

8 

9 

10 

11 

12 

13 

1 4  

15 

16 

17 

18 

19 

20 

21 

22 
23 

24 

25 

26 
27 
28 

29 

30 

3 1  

32 

33 

34 

35 

36 
37 
38 
39 

40  

4 1  

42  

4 3  

44 

.rnr 

i 
~~ I ~I i i 

OTHER REGULATORY ASSETS (Account 182.3) 

I Report below the particulars (details) called for concerning other regulatory assets, including rate order docket number, if applicable. 
?, Minor items (5% of the Balance in Account 182,,3 at end of period, or amounts less than $50,000 which ever is less), may be grouped 

3 ,  For Regulatory Assets being amortized. show period of amortization 
JY classes i 

I 

AsselRelirementObligalion-Trammission 22.180 2.062 407.41411 209 23.953 

MillCreekAsh PandRemveredVirnughECR 0 2,105,033 501 232,533 1,952,560 

Asset Retirement Obligation-Uis~ibutian 105.082 12.074 407.41411 1.126 116,030 

Asset Retirement Obligation-Gas 3.955.93 047.057 407.41411 31.W 4.771.917 

Asset ReUiement ObligationCarnmon 20.308 1.486 407.41411 112 21,1 

1 1 1 

1, 

1 

TOTAL 27,519,495 144,128.681 ~~~ ..* , ,*r<.4:;, 8.028.473 163,619,703 

=_a,. un r n n  ,LIE" ",Ad, Paoe 232 



Name of Respondent 

Louisville Gas and Eleclric Company 

This Re ort Is: Dale or Kepon Iedllt-ellV"", nc;gJu,, 
(1)  &iAn Original (Mo, Da. Yr) End of 2006/Q4 
(2) n A  Resubmission 03/31/2007 

FERC FORM NO. 1 (ED. 12-94) P a w  233 

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 

Merger Surcredit Settlement 3.455.364 U 442 1,382,145 2,073,219 

Cellular Antenna Billable Chgs 96,902 170,803 143 267,705 0 

Fuel Adjustment Clause 20.000 11,144,000 440445 7,297,000 3,667,000 

Environmental Cost Recovery 2,471,639 33,004.292 440-615 26,173,614 9,302,517 

I 



Name of ResRondent 
Louisville Gas and 
Eleclric Company 

This Report is: 
(1) 1x1 An Oriqinal 
(2) I 1 A Resubmission 

Date of Report 
(Mo.0a.Yr) 

Year of Report 

03/31/2007 Dec. 31,2006 

I 

1 Electric 
2 Pensions 
3 Other Past Retirement 8 Employment Benefits 50.894 
4 
5 FAS133OCI 
6 
7 
8 
9 

10 
11 
12 
13 

FAS 109 Regulatory Tax Adi 

," 

1 CHANGES DURING YEAR 
I 

FAS 143 
Other - See Electric below 
TOTAL Elecliic (Enter Total of lines 2 thru 7) 

Gas 
Pensions 
Other Post Retirement 8 Employment Benefils 
FAS 109 Requlatow Tax Adi 

, FAS 1330CI 
I 

ie 
1 

I 171 193 1 6 497.500 

Balance at Amounts Amounls 
Beginninq Debited to Credited to 

Account Subdivisions of Year Account410 1 Account411 1 
(a) (b) (C) (dl 

~~. ~~ 

25.953.369 149.9a i;854;8& 
75.110 393 13.009 709 8.765 ,350 

(2 925 607)l 3,178544 90.612 

,_. 
15 
16 
17 
18 

I I 5.522258 71.842 
1,970.353 
1,471,719 

Other - See Gas below 10,502,387 & O B )  5- 
TOTAL Gas (Enter Tolal of lines 10 thru 15) 16541.110 3228.340 653,409 

Other ISpecifv) 
TOTAL (Acct 190) Total of lines 8. 16 and 17) 91.651.503 16238,049 9,419,059 

14.354 

Electric (Con'l) Notes 

Workers Camp 
Vacation Pay 
Demand Side Manaaement 
Contingent Liab 
State Tax Adi. 
Minimum Pension Liabilih, 
Other 

TOTAL 

Gas (Can't) 

25.953.369 

1.257.457 108.634 51.958 
1.039.609 69,635 90.350 

110,466 3,331 15,202 
351.149 364,254 522.871 

(1.51 1.7251 (727.504) 77';"451 

(49.979) 1,854,806 

Workers ComD 
Vacation Pay 
Demand Side Management 
State Tax Adi 
Caoitalized Gas lnventow 
Minimum Pension Liabilih, 
Other 
TOTAL 

353.561 
959.622 26.952 

1,171,527 
1.288.394 142.978 
6,015.678 

337.187 
10,502,387 
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Name of ResDondent This ReDort IS: Date of Report 
Louisville Gas and (1 ) 1x1 An Original (Mo.Da.Yr) 

Amounts Arnounls DEBITS 
Debited to Credited to 

Account 410 2 Account 41 1 2 Acct. No Amount 
le1 (0 14) fh) 

I 

Year of Report 

254 0 

, Electric Companv (21 I 1 A Resubmission 03/31/2007 Dec. 31.2006 

4 In Ihe space provided below. identify by amount 
and classification, significant items for which 
deferred taxes are being provided Indicate 
insiqnificant amounts listed under Other. 

ACCUMULATED DEFERRED INCOME TAXES (Account 1901 (Conhuedl 
3 I f  more space is needed, use separate pages 
as required 

CHANGES DURING YEAR ADJUSTMENTS 
I i 

2,287,051 

FERC FORM NO 2 (ED 12-89) Page 235 

CRE 

Acct. No 
lil - 
254 0 
219 0 

2190 

2190 

219c 

Balance at 
End of Year Line Amount “111 (k) !NO. 

,., 
5008167 15 

6.QB.618 6.269.622 1 cG7671 16 
0 17 

31,348,088 I 56,085,158 I 18 - 
1200,781 
1.060.324 

122,337 
509,766 

17.770) 
24,062,710 0 

900.316 

24.062.710 3,765,754 

362.248 
358.740 

1.055.666 
1.672.846 
1,147,096 

6.015.678 0 
41 1.571 

6.015.678 5,008.167 



This Re ort Is: 
(1)  d A n  Original 
12) n A  Resubmission 03/31/2007 

Date of Report 
(Mo. Da, Yr) 

Name of Respondent 
Louisville Gas and Electric Company 

Yeadperiod of Report 
End of 20061Q4 

SCli lC EIlRM NO. I IED. 12.911 Page 250 

. .  I I 
CAPITAL STOCKS (Account 201 and 204) 

1. Report below the particulars (details) called for concerning common and preferred stock at end of year, distinguishing separate 
series of any general class. Show separate totals for common and preferred stock, If information to meet the stock exchange reporting 
requirement outlined in column (a) is available from the SEC 10-K Report Form tiling, a specific reference to report form (Le., year and 
company title) may be reported in column (a) provided the fiscal years for both the 10-K report and this report are compatible,. 
2. Entries in column (b) should represent the number of shares authorized by the articles of incorporation as amended to end of year. 

Line Class and Series of Stock and Number of shares Par or Stated Call Price at 
No. Name of Stock Series Authorized by Charter Value per share End of Year 

(a) (b) (C) (d) 
1 Common Stock 
2 Wilhout Par Value 75,000,000 
3 Total Common 75.000.000 

4 
5 Preferred Stock. Cumulative 
6 $25 Par Value 1,720,000 
7 5% 25.00 za.o( 

9 Auction Rate 100.00 1OO.Ol 
a Wilhout Par Value 6.7 5 0,O 0 0 

10 Tolal Preferred 8,470,000 

11 
12 
13 
14 Note: 
15 There is no Call Price for Common Stock, 
16 Without Par Vatue 
17 

19 The Common Stock of Louisvilte Gas and Electric 
20 Company is owned by ils parent company. 
21 E.ON US. LLC 
22 
23 The Preferred Stock is traded in the 
24 over-the-counter market 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

la  



Name of Respondent 
Louisville Gas and Electric Company 

3 Give particulars (details) concerning shares of any class and series of stock authorized to be issued by a regulaloty commission 
which have not yet been issued., 
4., The identification of each class of preferred stock should show the dividend rate and whether the dividends are cumulative or 
non-cumulative 
5 State in a footnote if any capital stock which has been nominally issued is nominally outstanding at end of year 
Give particulars (details) in column (a) of any nominally issued capital stock, reacquired stock. or stock in sinking and other funds whict 
is pledged, stating name of pledgee and purposes of pledge 

I 

This Re or1 Is Dale of Report YearIPeriod of Report 
(1) d ~ n  Original (Mo Da Yr) End of 2006/c)4 
(2) c] A Resubmission 03/31/2007 

OUTSTANDING PER BAWNCE SHEET HELDBYRESPONDENT 
IN SINKING AND OTHER FUNDS 

. (Total amount outslanding wilhoul reduction 
for amounls held by respondent) 
Shares Amount 

(e) (0 

AS REACQUIRED STOCK (Account 217) 
Amount 

0) 

Lint 
No 

I I 
I I I I 

21.294.223 

21.294.223 

I 860.287 21.519.300 I 4851 12.1251 I I 

425.170.424 

425.170.424 

I 
500.000 50.000.000 

42 

FERC FORM NO., 1 (ED., 12-88) Page 251 



Name of Respondent 

Louisville Gas and Electric Company 
u 3 I OTHER PAID-IN CAPITAL iAccounls 208.21 1. inc.) 

This Re art IS: Date of Report Yeadperiod of Report 
(1) d A n  Original (Mo, Da, Yr) End of 2006iQ4 
(2) n A  Resubmission 03/31/2007 

Report below the balance at the end of the year and the information specified below for the respective other paid-in capital accounts Provide a 
subheading for each account and show a total for the account. as well as total of all accounts for reconciliation with balance sheet, Page 112 Add more 
columns for any account i f  deemed necessaw Explain changes made in any account during the year and give the accounting entries effecting such 
change 
(a) Donations Received from Stockholders (Account 208)-State amount and give brief explanation of the origin and purpose of each donation 
(b) Reduction in Par or Slated value of Capital Slock (Account 209): State amount and give brief explanation of the capital change which gave rise to 
amounts reported under this caption including identification with the class and series of stock to which related 
(c) Gain on Resale or Cancellation of Reacquired Capital Stock (Account 210): Report balance at beginning of year, credik. debits. and balance at end 
of year with a designation of the nature of each credit and debit identified by the class and series of stock to which related 
(d) Miscellaneous Paid-in Capital (Account 211)-Classify amounts included in this account according to captions which, togelher with brief explanations. 
disclose Ihe general naiure of the transactions which gave rise to the reported amounts 

9% I ttep 1 1  i A!yklnt 

, 
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 

I 1 \Account 210: i 

! 

TOTAL 40 005 699 

5 6 %  
.- 

Cbmula1,ve 5": Series. i% Par VaLe _ _ _ _ ~  
I 1 

4 

51 I 
6IAccount 211: 

7 I Contributed Capital. Misc I 40,000.001 

FERC FORM NO 1 (ED 12-87) Page 253 



This Re ort Is: 
(1) &An Original 
(2) n A  Resubmission 

Name of Respondenl 

Louisville Gas and Electric Company 

.. 

I YearlPeriod 01 Kepon 
End of 2006/Q4 I Dale of Report 

(Mo. Da. Yr) 
03/31/2007 

22 TOTAL 1.924.169 

I 
I 

I 

FERC FORM NO., I (ED. 12-87) 

Ciass and Series of Slack Balance al End ot Year 
(a) (b) 

Line 
No. 

1 Expenses on Auclion Rate Prelerred Slock. Cumulative 1.088.280 

Page 254b 

2 Expenses on Common Stock 835.889 





Date of Report Name of Respondent 
Louisville Gas and Electric Company ( 1 )  [XI An Original (Mo,Da,Yr) 

This Report Is: 

(2) [ ] A  Resubmission 3/31/2007 

~ ~~ 

Securities Issued Durino The Year 

m e  

Year of Report 

Dec. 31,2006 

ecurities Retired Durina The Year 

1,250,000 of $5 875 Mandatorily Redeemable Preferred Stock See Note 7--Long-Term Debt in Notes to Financial Statements 

FERC FORM NO 2 (12-96) Page 255 



. . .~ .... . . 
This Re ort Is: 

(2) [ 7 i A  Resubmission 
(1) d A n  Original 

Name of Respondent 
Louisville Gas and Eleclric Company 

YearlPeriod of Report Date of Reporl 

03/31/2007 
(Mo. Da, Yr) End of 2006104 

LONG-TERM DEBT (Account 221,222.223 and 224) 

1 Report by balance sheet account the particulars (details) concerning long-term debt included 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 bonds. 
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 were 
issued 
6. In column (b) show the principal amount of bonds or other long-term 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 issued 
8. For column (c) the total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount,. 
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 

Line Class and Series of Obligalion. Coupon Rate Principal Amount Total expense. 
No (For new issue, give wmmission Aulhorization numbers and dates) Of Debt issued Premium or Discounl 

(a) (b) (C) ___ 
1 ACCOUNT 221: 
2 Pollulion Control Bonds (2) 
3 Series S, due 09/01/2017. Variable 37.000.000 312,946 
4 Series T. due 09/01/2017, Variable 60,000,000 418.276 
5 Series U. due 08/15/2013. Variable 35.200.000 234.448 
6 Series Y. due 05/01/2027, Variable 25,000,000 645,041 
7 Series Z ,  due 08/01/2030. Variable 83,335.000 1,145,612 
8 Series PA. due 09/01/2027, Variable 10,104,000 515.808 
9 Series BB. due 09/01/2026. Variable 22,500,000 241,747 

10 Series CC. due 09/01/2026, Variabie 27.500.000 262,949 
11 Series DD. due 11/01/2027,Variable 35,000.000 280,338 
12 Series EE. due 11/01/2027, Variable 2 8 0.3 7 7 
13 Series FF, due 10/01/2032. Variable 41.665.000 1,102,896 
14 Series titi, due 10/01/2033. Variable 128.000,OOO 3,373,231 
15 Series HH. due 02/01/2035. Variable 40,000,000 1,088,140 

16 lnteresl Rate Swaps (3) 
17 TOTAL ACCOUNT 221 574.304.000 9,901,809 

18 
19 ACCOUNT 224: 
20 $5.875 Mandatoiy Redeemable Preferred Slack (5) 25,000,000 284.247 
21 TOTAL ACCOUNT 224 25,000,000 284.247 

22 
23 ACCOUNT 223: 
24 100,000,000 
25 Noles Payable lo Fidelia 5.31% due 08/15/2013 -secured (4) 100,000,000 
26 Notes Payable lo Fidelia 4.33% due 01/16/2012 -secured (4) 25,000,000 
27 TOTAL ACCOUNT 223 225.000.000 

28 
29 
30 

31 
32 

35,000,000 

----- 

- 
Noles Payable to Fidelia 4.55%. due 04/30/2013 - unsecured 

( 

33 TOTAL 824,304.000 10,186,056 
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Name of Respondenl 
Louisville Gas and Eleclric Company 

(IF K F  IS: vale 01 nepon rn( , ,Tr l l””  UI nr;pu,, 
An Original (Mo. Da. Yr) End of 20061Q4 

(2) =A Resubmission 03/31/2007 

Nominal Dale Dale of 
AMORTIZATION PERIOD 

01 issue Matutily Dale From Dale To 
(4 (e) (1) (9) 

I 

I I I I I -- 
574.304.0001 21.970.484 I 

Line 
No 

(Total amo!%%,“1:p%Jing without 
reduclion lor amounls held by 

resp ndenl) 
lnleresl for Year 

Amounl 
?h ) 0) 

39/17/1992 
39/17/1992 
38/15/1993 

35/19/2000 
08/01/2000 

09/11/2001 
03/06/2002 
03/06/2002 

03/22/2002 
03/22/2002 
10/15/2OO2 
11/20/2003 
04/13/2005 

~ 

09/01/2017 09/17/1992 09/01/2017 31.000.000 1,093,498 
09/01/2017 09/17/1992 09/01/2017 60,000.000 2.084.844 
08/15/2013 0811 511993 0811 51201 3 35.200.000 1.227.718 
05/01/2027 05/19/2000 05/01/2027 25,000,000 870.951 
08/01/2030 08/01/2000 08/01/2030 83,335.000 2.996.129 
09/01/2027 09/11/2001 09/01/2027 10.1O4.00O 357,115 
09/01/2026 03/06/2002 09/01/2026 22.500.000 784,800 
09/01/2026 03/06/2002 09/01/2026 21,500,000 959.200 1 

1.235.761 1 11/01/2027 03/22/2002 11/01/2027 35.000.000 
1,235,443 1 11/01/2027 03/22/2002 11/01/2027 35.000.000 

10101 /2O32 10/15/2002 10/01/2032 41,665.000 1.448.635 1 

10/01/2033 11/20/2003 10/01/2033 128,000.000 4,384,764 
02/01/2035 04/13/2005 02/01/2035 40.000.000 1,351,861 ’ 

1 9 7 9 7 R 5  ’ 

FERC FORM NO. 1 (ED. 12-96) Page 257 

05/27/1993 07/15/2008 07/01/2003 07/01/2008 20,000.000 1,211,119 ; -- 
20,000,000 1,211,719 

04/30/2003 
08/15/2003 
01/15/2004 

23 
04/30/2013 100,000,000 4.550.000 24 

08/15/2013 100,000.000 5,310,000 25 

25.000.000 1.082.500 26 01/16/2012 
225.000.000 10.942.500 27 

28 

29 
30 
31 

32 

,.:?y,;? , , iJ :-;\ , . .,:. ~ ~ . , ~ ~ - ~ . ~ ~ ? . ~ 7 ‘ ~ ~ ~ . = .  ~:,’.:-.,;.;.:’--,.:~ 
,._. *d..-a&k 

819,304,000 34.124.703 33 





Name of Respondent 

Louisville Gas and Eleclric Company 

- 
s c h e d u l e . . P a s ~ ~ ~ s ~ f l - e ~ ~ ~ . ~ C ~ ~ ~ ~ a  ~ . _ _ - ~  .. _________ __._ .- 
Notes to FERC Form N O . ~  page 2 5 6 :  

( 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 )  Pollution Control Bonds (Louisville Gas & Electric Projects) issued by Jefferson and 
Trimhle Counties, Kentucky are secured by the assignment of loan payments by the Company 
to the Counties pursuant to loan agreements, and certain series are further secured by the 
delivery from time to time of an equal amount of the Company's First Mortgage Bonds, 
Pollution Control Series. No principal or interest is payable on these First Mortgage 
Bonds unless default on the loan agreements occurs. 

( 3 )  As of December 31,  2 0 0 6 ,  the Company had in effect five interest-rate swap agreements 
to hedge its exposure to tax exempt rates related to Pollution Control Bonds, Variable 
Rate Series., The Company's positions under the swap agreements are to pay a fixed rate 
and receive a variable rate based on the Bond Market Association Municipal Swap Index or 
London Interbank Offered Rate (LIBOR) and received a fixed rate., The specifics for each 
swap agreement related to notional amounts, maturity dates, payable and receivable 
positions are as follows: 

This Report is: Date of Report YearlPeriod of Report 
(1) & An Original 
(2) - A  Resubmission 03/31/2007 200m4 

(Mo. Da, Yr) 

Notional Amount Maturity 
$ 8 3 , 3 3 5 , 0 0 0  1 1 / 0 2 / 2 0 2 0  

Payable Receivable 
Fixed 5 . 4 9 5 %  BMA Index 

$ 3 2 , 0 0 0 , 0 0 0  1 0 / 0 1 / 2 0 3 2  Fixed 3 . 6 5 7 %  6 8 %  of 1 mo LIBOR 
$ 3 2 , 0 0 0 , 0 0 0  1 0 / 0 1 / 2 0 3 2  Fixed 3 .. 6 4 5 %  6 8 %  of 1 mo LIBOR 
$ 3 2 , 0 0 0 , 0 0 0  1 0 / 0 1 / 2 0 3 2  Fixed 3 ., 695% 6 8 %  of 1 mo LIBOR 
$ 3 2 , o o a , o o o  1 0 / 0 1 / 2 0 3 2  Fixed 3 . 6 4 8 %  6 8 %  of 1 mo LIBOR 

( 4 )  Annual requirements for sinking funds of the First Mortgage Bonds (other than First 
Mortgage Bonds issued in connection with the Pollution Control Bonds) are the amounts 
necessary to redeem 1% of the highest principal amount of each series of bonds at any time 
outstanding. Property additions ( 1 6 6  2 1 3 %  of principal amounts of bonds otherwise 
required to be so redeemed) have been applied in lieu of cash,, 

The trust indenture securing the First Mortgage Bonds constitutes a direct first mortgage 
lien upon substantially all property owned by the Company. The indenture, as 
supplemented, provides that portions of retained earnings will not be available for 
dividends on common stock under certain conditions. No portion of retained earnings is 
presently restricted by the provision. 

,rs! .s?5.Et3-i-s20!E% to 'insEiLs?2tE!!GzL ~ .. 
Schedule ~____ Page: ___I 256 
Per instruction 1 5  concerning the the total of column (i) in relation to Accounts 4 2 7  and 

Line No.: _____ 17 Column: i 

4 3 0 :  

'Total Account 2 2 1  
Total Account 224 

$ 2 1 , 9 7 0 , 4 8 4  
1 , 2 1 1 , 7 1 9  

__.....____ 

Total Account 4 2 7  $ 2 3 , 1 8 2 , 2 0 3  

Total Account 223 $ 1 0 , 9 4 2 , 5 0 0  
Other Short Term Interest 1 , 8 6 2 , 6 5 8  

______._... 

Total Account 4 3 0  $ 1 2 , 8 0 5 , 1 6 0  

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



- 
Name of Respondent This Report Is: Date of Report Year of Report 
Louisville Gas and Electric Company (1) [XI An Original (Mo.Da,Yr) 

(2) [ 1 A Resubmission 3/31/2007 Dec. 37.2006 
UNAMORTIZED DEBT EXPENSE, PREMIUM AND DISCOUNT ON LONG-TERM DEBT (Account 181,225,226) 

1 Report under separate subheadings for Unamortized 
Debt Expense. Uriarnortized Premium on Long-Term Debt 
and Unamortized Discount on Long-Term Debl. particulars 
(details) of expense premium or discounl applicable 
to each class and series of long-term debt 
2 Show premium amounts by enclosing the figures 
in parentheses 

3 In column (b) show the principal amount of 
bonds or other long-term debt originally issued 
4. In column (c) show the expense premium or 
discount with respect to the amount of bonds or 
other long-term debt originally issued 

AModTiZnTloFl 
Designation of Principal Tolal Expense, PERIOD 

Long-Term Debt Amount of Premium or 
Debt Issued Discount Date Date 

Line From To 
NO. (a) (b) (C) (d) (e) 
1 
2 
3 Preferred Slock, $5.875 due 07/01/2008 25,000,000 284.247 07/01/2003 07/01/2008 
4 

6 Series S. due 03/01/2017 31,000,000 312,946 09/17/1992 09/01/201 7 

Unamortized Debt Expense - Account181 

5 Pollution Control Bonds: (2) 

FERC FORM NO 2 (12-96) Page 258 



.lame of Respondent This Report Is: Dale of Report 

.ouisville Gas and Electric Company (1) [XI An Original (Mo.Da.Yr) 
(2) [ 1 A Resubmission 3/31/2007 

Year of Report 

Dec. 31,2006 

Balance at 
Beginning of Year 

(I) 

Debils During Credils During Balance at 
Year Year End of Year 

Line 
(S) (h) (i) No. 

34 
35 
36 
37 
38 
?Q 

- 

142,124 

146.474 
193,703 
88.692 

509.8 18 
940,991 
429.840 
204,034 
221.929 
238,995 
2 3 9,O 2 9 
985,358 

3,134,460 
1.063.281 

FERC FORM NO 2 (12-96) 

2 
56.844 85.280 3 

4 
5 

12.552 133,922 6 
16,608 177,095 7 
11,700 76.992 8 

485.914 10 23.904 
38.280 902.711 11 
19.836 410.004 12 
9.876 194.158 13 

10.740 211.189 14 
10,944 228,051 15 
10,944 228.085 16 
36.840 948.518 17 

112.956 3,021,504 18 
1,965 36,624 1,028,622 19 

7n 

Page 259 

8.538.728 
22 

1,965 408.648 8,132.045 23 
24 
25 
26 
27 
28 
29 
30 





Name of Respondent This Report Is: Dale of Reporl Year of Report 
Louisville Gas and Eleclric Company (1) [XI An Original (Mo.Da,Yr) 

(2) [ ] A  Resubmission 03/31/2007 Dec. 31. 2006 
UNAMORTIZED LOSS AND GAIN ON REACQUIRED DEBT (Account 189.257) 

r 
1 Report under separate subheadings for tlnamorlized 
Loss and Unamortized Gain on Reacquired Debt. particulars 
(details) of gain and loss, including malurity date. on 
reacquisition applicable to each class and series of 
long-lerm debt i f  gain or loss resulted from a 
refunding lransaclion. include also lhe malurily dale 
of lhe new issue 
2 In column (c) show the principal amount of bonds or 
other long-term debt reacquired 

Dale Principal Net Gain or Balance at Balance al 
Line Designation of Long-Term Reac- of Debt Net Loss Beginning End of Year 
No Deb1 quired Reacquired of Year 

(a) (b) (C) (d) (e) (f) 
1 
2 
3 Pollulion Conlrol Bonds 
4 1985 Series J. due July 1, 1995 08/90 25,000,000 787.340 299,214 267,715 
5 
6 First Morlgage Bonds 
7 due Oclober 1,2009 12/90 25,000,000 1.787,442 357,491 262,163 
8 
9 Pollution Control Bonds 
10 1976 Series A, due Seplember 1,2006 08/93 35,200.000 439.383 166,194 144,282 
11 1975 Series A, due Seplember 1,2000 10/92 31,000,000 286,757 133.829 122,357 
12 1987 Series A, due AUQUS~ 1,1997 10/92 60,000,000 2.574.187 1,201,410 1,096,426 
13 1990 Series A. due June 15,2015 06/00 25,000,000 2,171,404 1.728.423 1.647.399 

15 1996 Series A JC. due Seplember 1. 2026 03/02 22,500,000 1,896.244 1,600,153 1.522.729 
16 1996 Series A TC, due September 1,2026 03/02 27.500.000 1,601,630 1,351,525 1,286,125 

18 1997 Series A TC. due November 1.2027 03/02 35,000,000 1,251,639 1.066.887 1,016,023 
19 1990 Series B TC. due November 1,2020 10102 41,665.000 1.671.182 1.493.094 1,437.282 
20 1993 Series 8 JC. due Oclober 15.2020 11/03 26,000,000 5,683.169 5,280.881 5,090.572 
21 1995 Series A JC. due April 15.2023 11/05 40,000,000 1,397,647 1,362,412 1315,564 
22 
23 
24 
25 
26 1 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Unamortized Loss on Reacquired Debl-Account 189 

14 1990 Series ATC. due November 1.2020 08100 83.335.000 4298,037 3,532,477 3,388.777 

17 1997 Series A JC, due November 1.2027 03/02 35.000.000 1,256,362 1,070,915 1.021.859 

- 
28 1 

3 In column (d) show the net gain or net loss realized I 
on each debt reacquisilion as cornpuled in accordance 
with General lnslruction 17 of the Uniform Systems of 
Accounts 
4 Show loss amounts by enclosing the figures in parentheses 
5 Explain in a footnote any debits and credits other 
than amortizalian debited to Account 428 1, Amorlization 
of Loss on Reacquired Debt, or credited lo Accounl429 1, 
Amortizalion of Gain on Reacquired Debl-Credit 

40 
41 
42 
43 
44 
45 
46 
47 Total Account 189 20,644,905 19.623.273 

FERC FORM NO 2 (ED 12-94) Page 260 



Name of Respondent 
Louisviile Gas and Electric Company 

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEU€RAL INCOME TAXES 
1 Renon the reconcii ation of reDoned ne1 income for the vcar with laxable income used in comDutno Federal income lax accluais and show 

This Re orl IS: Date of Report YeadPeriod of Report 

(2) [-1A Resubmission 03/31/2007 
(1) d A n  Original (Mo. Da. Yr) End of 2006/Q4 

. -  
compilation of such tax accruals'. Include in the reconciliaiion. as far as praclicable, the same detail as furnished on Schedule M-1 of the lax return for 
Ihe year Submit a reconciliation even though there is no taxable Income for lhe year. Indicate clearly the nature of each reconciling amount 
2 If the ulility is a member of a group which files a consolidated Federal lax return. reconcile reported net income with taxable net income as if a 
separate return were to be field, indicaling, however, intercompany amounts to be eliminated in such a consolidated return. State names of group 
member, tax assigned to each group member, and basis of allocation, assignment. or sharing of the consolidated lax among the group members 
3, A substitule page. designed to meel a particular need of a company. may be used as Long as the data is consistent and meets the requirements of 
the above inslructions For electronic reporting purposes complele Line 27 and provide the substitule Page in the conlext of a fwlnote 

27 
28 
94 

Federal Tax Ne1 income I 156,443,546 
Show Computation of Tax: 

I _ _  
30 
31 
32 
33 

I . .  

Federal Tax Ne1 Income 156,443.54f 
35% Rounded 54,755.24; 
Add: Adjustment of Prior Years' Taxes to Actual 9,407,791 
Add Investment Tax Credits 8 Olher -3.399.161 

34 I I 
35 ITolal 60.763.876 

39 
40 
41 
42 
43 
44 

- 

-" I 
I 371 I 



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

Louisville Gas and Electric Company (2) __ A Resubmission 03/31/2007 2006/04 - 

Contributions In Aid of Construction 
Regulatory Expenses 
Other 

3,000,000 
1 , 8 2 6 , 6 9 7  

5 6 3 , 8 2 5  

5 , 3 9 0 , 5 2 2  
- -. . - - . . 

_ _ _ _ _  _ _ _ _ - - - _ _ - _ - _ 
I----- - -_ 

..__ -__-_______- Schedule Page: 261 ~. L ine  No.: 10 Column: b 

Federal Income Taxes: 
Utility Operating Income 
Other Income and Deductions 
Provision for Deferred Income Taxes-Net 

Preferred Dividends 
Capitalized Interest 
VDT Amortization 
Contingent Liabilities 
Loss on Reacquired Debt-Amortization 
Purchased Gas Adjustment 
Investment Tax Credit 
Current State Income Taxes 
Method Life Depreciation 
Nondeductible Expenses 
ad Debt Reserves 
ite Assessment Costs 

Other 

62 ,654 ,794  

( 8 , 1 6 9 , 3 6 5 )  
1 , 2 1 1 , 7 1 9  
5 , 0 0 0 .  000 
7 , 5 4 0 , 7 7 6  
1 , 3 1 0 , 4 5 1  
1 , 0 2 1 , 6 3 2  

2 7 , 3 0 5 , 4 4 6  
3 , 0 0 0 , 0 0 0  
4 , 4 6 8 , 8 8 6  
4 , 1 9 9 , 0 0 0  

9 1 2 , 0 9 5  
5 7 5 , 7 4 2  
6 9 8 , 2 2 1  

1 , 1 2 4 , 3 9 9  

( 1 , 8 9 0 , 9 0 8 )  

1 1 0 , 9 6 2 , 8 8 8  

Amortization of Investment Tax Credit 
FAC Under-Recovery 
FAS 1 0 6  (Postretirement) 
Customer Advances for  Construction 
Other 

4 , 0 2 1 , 6 6 1  
1 0 , 6 7 7 , 6 7 9  

7 0 5 , 1 7 8  
7 5 5 , 9 5 9  

3 2 , 5 9 2  

1 6 , 1 9 3 , 0 6 9  

Cost of Removal 
Pensions 
State Income Tax Deduction 
IRC 1 9 9  Manufacturing Deduction 
MIS0 Exit Fees 
Tax Interest Reserve 
Other 

7,000,000 
3 9 , 1 0 5 , 0 0 5  
( 2 , 2 5 6 , 5 0 3 )  
2 , 3 2 5 , 0 0 0  

1 3 , 1 3 9 , 0 1 6  
6 4 7 , 2 2 5  
5 8 5 , 6 4 6  

6 0 , 5 4 5 , 3 8 9  
___.._.... 

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

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



Name of Respondent 
Louisville Gas and Electric Company 

. .  I I 
TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR 

1 Give particulars (details) of the combined prepaid and accrued tax accounts and show Ihe total taxes charged to operations and other accounts during 
the year Do not include gasoline and other sales taxes which have been charged to Ihe accounts to which lhe taxed material was charged If the 
actual. or estimated amounls of such taxes are know. show the amounts in a footnote and designate whelher estimated or actual amounts 
2 Include on this page, taxes paid during the year and charged direct to final accounts. (not charged to prepaid or accrued taxes ) 
Enter the amounts in both columns (d) and (e) The balancing of this page is no1 affected by the inclusion of lhese taxes 
3 Include in column (d) taxes charged during the year. taxes charged to operations and other accounts through (a) accruals credited to laxes accrued. 
(b)amounts credited to proportions of prepaid taxes chargeable to current year, and (c) taxes paid and charged direct to operations or accounts other 
than accrued and prepaid lax accounts 
4. List the aggregate of each kind of tax in such manner (hat the total tax for each Slate and subdivision can readily be ascertained 

This Re ort Is: Date of Report YearIPeriod of Report 
(1) d A n  Original (Mo. Da. Yr) End of 2006/Q4 
(2) n A  Resubmission 03/31/2007 

Line Kind of Tax 
No (See instruction 5) 

(a) 
1 Federal: 
2 Income 
3 FICA 
4 I I 

51 Kenlucky and Other Stales: I 
61 Income I 3,566,9451 I 10.951.1491 6.791.1481 

Adjust- 
ments 

%ZS axes 
Charged BALANCE AT BEGINNING OF YEAR 

Taxes Accrued Prepaid Taxes 
(Account 236) (Include in Accounl165) Vring ear 

( e )  (0 
%P 

(b) (C) (d) 

2.602.058 60,763,886 57.014.959 

476.51 1 5,205,260 5,120,054 

7 

6 
9 

10 
11 

. .  . .  
Public Sewice Commission 828.700 1,780,935 1,904,471 
6% Use (Kentucky) 481.035 2,306,100 2.776.256 
AUlO License 72.801 72.801 
Coal Tax 7.743 7,743 

121 Federal & Kentucky: 
131 Unemployment Insurance 
141 

I 

40.581 97.597 90,189 
I 

151 Local: I I 

271 I I I 
281 I I 

~ 

17 
18 

19 
20 
71 

Kenlucky & Local: 
Property Taxes 400,001 13,946.137 420,169 

31 I I I I I 
321 I 

221 

331 I I I I 
341 I 

I 
241 I I I I 

291 I I I 

36 

381 

40 

41 TOTAL 7.567.131 8 2 8,7 0 0 95,131.608 74.197.790 



Name of Respondent 
Louisville Gas and Electric Company 

This Re ort Is: Date 01 Report Year/Period of Report 
(1) &An Original 
(2) n A  Resubmission 

End of 2006104 (Mo. Da. Yr) 
03/31/2007 

BALANCE AT END OF YEAR 
(Taxes accrued Prepaid Taxes 
Acco nt 236) (Incl in Account 165) 

'29) (h) 

6,350.985 

561.717 

DISTRIBUTION OF TAXES CHARGED Line 
Electric Extraordinary Items Adjuslments to Ret Other No 

(Account 408 1.409 1) (Account 409 3) Earnings (Accounl439) 
I!) (i) (k) (1) 

1 
11.033.381 2 49,730,505 

4,751,372 453,888 3 
A 

I I I 
~- 

t 24 
I I I 7 5  

7,726.946 

10.879 

26 

27 
28 

29 
7" 

5 
2.202.624 6 

952,236 1.173.428 607.507 7 
2,457.274 8 

77uni  a 

8.748.525 

-151,174 

~ 

I I 7.7431 10 

I I 

FERC FORM NO I (ED 12-96) 

~~ 

31 

Page 263 

I I I 33 

28.624.485 

37 
38 
39 
40 

952.236 74.895.012 20.236.596 41 





Name of Respondent 

Louisville Gas and Electric Company 

-~ ~ ~ ..~.. -~ ~ ~ ~ _ _  ~ 

Sch!c!!!!ePag5?!Z . -CL?eL!A.G?L!?& .L.. . -. __ ~ 

Page 1 1 7  
Page 1 1 5  Other Inc & 

COl 1 Gas Acct., Deductions Other 
Seqreqation of Other Other 4 0 8 . 1 - 4 0 9 . 1  4 0 8 . 2  - 4 0 9 . 2  Accounts 

This Report is: Date of Report Yeadperiod of Report 
( 1 )  & An Original 
(2) __A Resubmission 03/31/2007 2oos/a4 

(Mo. Da, Yr) 

Feseral : 
Income 
FICA 

Kentucky : 
Income 
PSC 
6 %  Use 
Auto License 
Coal Tax 

Federal & Kentucky: 
Unemployment Ins 

Local: 
Occupational 

Kentucky & Local: 
Property Taxes 

1 1 , 0 3 3 , 3 8 1  1 2 , 9 2 4 , 2 8 9  ( 1 , 8 9 0 , 3 0 8 )  - 
4 5 3 , 8 8 8  1 , 1 8 9 , 7 3 8  ( 7 3 5 , 8 5 0 )  

2 , 2 0 2 , 6 2 4  2 , 6 1 2 , 8 6 0  ( 4 1 0 , 2 3 6 )  - 
6 0 7 , 5 0 7  6 0 7 , 5 0 7  . 

2 , 4 5 7 , 2 7 4  - 2 , 4 5 7 , 2 7 4  

7 2 , 8 0 1  7 2 , 8 0 1  
7 , 7 4 3  7 . 7 4 3  - 

( 4 7 , 1 5 5 )  3 6 , 2 4 9  ( 8 3 , 4 0 4 )  

( 2 0 , 9 5 2 )  6 , 2 5 9  ( 2 7 , 2 1 1 )  

3 , 4 6 9 , 4 8 5  3 , 4 5 2 , 9 5 6  2 1 , 1 8 0  ( 4 , 6 5 1 )  
._...-.....-.._______________ 

Total 2 0 , 2 3 6 , 5 9 6  2 0 , 8 2 3 , 8 5 8  

Reconciliation to page 1 1 4 - 1 1 5 ,  lines 1 4 - 1 6 :  

Federal Income: State Income: 
Electric 4 9 , 7 3 0 , 5 0 5  Electric 8 , 7 4 8 , 5 2 5  
Gas 1 2 , 9 2 4 , 2 8 9  Gas 2 , 6 1 2 , 8 6 0  

6 2 , 6 5 4 , 7 9 4  1 1 , 3 6 1 , 3 8 5  
______.__. -.._______ 

Other: 
Electric Total 7 4 , 8 9 5 , 0 1 2  

Less Federal ( 6 2 , 6 5 4 , 7 9 4 )  
Gas Total 2 0 , 8 2 9 , 8 5 8  

Less State ( 1 1 , 3 6 1 , 3 8 5 )  

2 1 , 7 0 8 , 6 9 1  

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



ime of Respondent This Report Is: Date of Report 
~uisville Gas and Electric Company (1) [XI An Original (Mo,Da,Yr) 

- 

ine 

I 
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 
42 
43 
44 

@- 

__ 

Year of Report 

Item 
(4 

Customer Overpayments 
Vested Vacation Pay Accrued 
Home Energy Assistance 

(2) [ ] A  Resubmission 

OTAL 

03/31/2007 Dec. 31,2006 

Balance at 
End of Year 

(b) 
2,455,816 
4,366,795 
232,796 

7,075,407 

FERC FORM NO 2 (ED 12-86) Page 268 



This Re art Is: 

(2) n A  Resubmission 
(1) d A n  Original 

Name of Respondent 
Louisville Gas and Electric Company 

:ERC FORM NO. 1 IED 12-94) Paas 269 

Date of Report 

03/31/2007 

Year/Period 01 Keport 
(Ma, Da. Yr) End of 2006/w 



ime of Respondent 
iuisvilie Gas and Electric Company 

This Re ort Is: Date of Report Yeadperiod of Report 
(1) d A n  Original (Mo, Da. Yr) End 01 2006/a 
(2) n A  Resubmission 03/31/2007 

e Account 
1 

T -  I 1 I 

CHANGES DURING YEAR 
Balance at 

Beginning of Year Amounls Debited Amounts Credited 
lo Account410 1 to Account 41 1 1 

8 

9ITOTAL Accounl282 (Enter Total of lines 5 thru 1 390,926 9531 21.445.6481 35,986,035 
I I 

3 

4 

5 

Gas 53 665,079 3.208.386 3.956.86E 

TOTAL (Enter Total of lines 2 thru 41 390.926.953 21 445.648 35.986 035 

NOTES 

12 

13 

FERC FORM NO. I (ED. 12-96) Page 274 

State Income Tax 63,786,852 4.387.585 6.673.15f 
Local Income Tax 



Name of Respondent 
Louisville Gas and Eiectric Company 

u I I 
ACCUMULATED DEFERRED INCOME TAXES -OTHER PROPERTY (Accounl282) (Continued) 

3, Use footnotes as required 

This Re or1 Is: Dale of Reporl YearPeriod of Repori 
(1) d A n  Original 
(2) n A  Resubmission 03/31/2007 

End of 2006/c14 (Mo. Da. Yr) 

I I I I I I I 
I 

I I I I I '  I I I t  

I I I 

I I I 9.022.43c( 52.478.8511 1: 

1: 

NOTES (Conlinued) 

I 

'ERC FORM NO I (ED 12.96) Page 275 



recorded in Account 283 
2. For other (Specify),inclu I 

Beginning of Year 

12 

13 

14 

15 

16 

17 

18 

I I 
SITOTAL Electric (Total of lines 3 lhN 8)  16.416 2731 14.756 2191 3 847 11 

VDT Workforce Reduclion 477.289 596.4 

Regulaloiy Expenses 92.360 62.3! 

Purchased Gas 4.549.862 156,793 10,854.11 

Prepaid Insurance 219,963 2.640 5.3: 

Olher 

TOTAL Gas (Tolal of lines 11 thN 16) 6,010.675 160.314 11585.9' 

21 

I I I , 
191TOTAL lAccl2831 (Enter Total of lines 9. 17 and 18) 22 426 9481 14.916.5331 15.433.0 

Federal Income Tax 18,572,455 12,166,928 12.370.61 

20 ClassiiwLon 01 TOTAL 
L i I ~ ' '  

221Slate Income Tax 3.854.493 I 2 749.605) 3,062.3 

I 



Name of Respondent 
Louisville Gas and Eleclric Company 

I 

This Re or! Is: Date of Report YearlPeriod of Report 
(1) p j A n  Original 
(2) C I A  Resubmission 03/31/2007 

End of 2 0 0 6 / a  (Mo. Da. Yr) 

. 

FERC FORM NO I (EO 12-96) Page 277 





Name of Respondent 

Louisville Gas and Electric Company 

. . . . .  - -. .. .- ..... - . . . .  -. ..... _ ...... 
Schedule Page: 276. Line No,: Column: b -. . .  _ _ _  ............ . . . . .  .. 
Beginning Balance: 
FAC Under-Recovery 9 9 5 , 5 5 8  
Other 2 9 4 ,  592 

1 , 2 9 0 , 1 5 0  
- - - - . - - - - 

- - - - - - - - - - - _ - - - - - - 
..... ......... -. .... _ ............... .__ .......... . . . .  - -  - .... 

Schedule - -. - Page: . 276.. .LineA'?L* .... ?2!E!fli C- -. .. . .  . __  .... - ... .- . . .  .. -. . 
Debit Change Account 410.1: 
FAC Under-Recovery 4 ,274 ,519  
M I S O  Exit Fees 5 ,242 ,468  
Other 2 , 8 9 2  

9 , 5 1 9 , 8 7 9  
......... 

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

This Report is: Dale of Report Year/Period of Keport 
( 1 )  X An Original 
(2 )  - A  Resubmission 03.31/2007 zon6~14 

(Ma. Da, Yr) 

...... - .. _.___.._I-_ -_.__ , - . ...... .. 
scheduLe_Pag~:~~~.--Lifl~N~".:a.._Col_um": d. -_ ....... . .............. . : 
Credit Change Account 4 1 1 . , 1 :  
FAC Under-Recovery 1 4 7 , 1 3 5  
MISO Exit Fees 1 3 1 , 3 9 0  
Other 5 5 , 5 7 4  

3 3 4 , 0 9 9  
- . . - - - - - 

- - - - - - - - - - - - - - - - 

_ _ _ ~  ~ ---- 
SchedulePage: -- 276 Line No.: 8 Column: k ~ 

Ending Balance: 
FAC Under-R,ecovery 5 ,122 ,942  

Other 2 4 1 , 9 1 0  

1 0 , 4 7 5 , 9 3 0  

M I S O  Exit Fees 5,1,11,078 

_ _ _ _ _ _ _ _ _ _  
-_-___---- _ _ _ _ _ _ _ _ _ _  

___..-- ________. ~. 
Schedule Page: 276 Line No.: 12 Column: k ___..____- __. __.____ ~ 

S c h e d u l e P a g ~ z 7 6 L i n e N o . : 1 4 . _ ~ m ~ l  k. ...... .-_____-___-.----I- - 

The debit balance on Line 12 is an offset to the amount on Line 4.,  

The cumulative temporary difference for Purchased Gas at beginning of year was a 
future taxable temporary difference(deferred tax liability); due to activity 
in 2 0 0 6  the cumulative temporary difference at end of 2 0 0 6  was a future deductible 
temporary difference(deferred tax asset)., 

..______ 

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





Name of Respondent 
Louisville Gas and Electric Company 

applicable. I , 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 grouped 

YearlPerloo 01 nepon ;y Rl;ri Is: 
Oats of Report 

n Original (Mo. Da. Yr) End 01 ?.006/a 
(2) n A  Resubmission 03/31/2007 

Line Description and Purpose of 
No Olher Regulalory Liabililies 

Balance al End 
of Current 

QuarterlYear 

DEBITS Balance at Begining 
of Current Credits QuarterNear tredited ccount Amount 

101 1 1 1 I I 
,,I 

(a) 0) (C) (d) (e) (f) 

1 SFAS 109 -InCUWTaXes 41.718.830 1901282 H.658.97E ~3,941,606 54,001.45 

2 
3 MISO Schedule 10 Charges 0 456 0 1,113.9E4 1,113.98 

4 
5 Asset Retirement Obligation-Generation 1~11.818 403 1,084 26,525 186.25 

6 
7 Asset Retirement Obligation-Transmission 13.770 403 0 0 13.77 

8 
9 Asset Relirement Obligation-Gas 0 403 0 55.109 55.10 

.~~~~ ~~~ 

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 TOTAL 41 893,418 1 1 ,660,062 25.137215 55,370 571 

FERC FORM NO. 1 / 3 4  (REV 0244) Page 278 



me of Respondent This Report Is: Date of Report 
iisville Gas and Electric Company (1) [XI An Original (Mo,Da.Yr) 

03/31/2007 

Year of Report 

Dec. 31,2006 

ie 

1 
I. 

I 

I Amount for 
Tille of Account Amount for Year Previous Year 

(a) (b) (C) 
GAS SERVICE REVENUES 

247.71 4,377 I 265,373,026 
I 

I 
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 

480 Residential Sales 
481 Commercial 8 Industrial Sales 

Small (or Comm..) (See lnstr,, 6) 
Large (or Ind,.) (See lnstr,. 6) 

482 Other Sales to Public Authorities 
484 Interdepartmental Sales 

483 Sales for Resale 
TOTAL Sales to Ultimate Consumers 

TOTAL Natural Gas Service Revenues 
Revenues from Manufactured Gas 
TOTAL Gas Service Revenues 

OTHEROPERATINGREVENUES 
485 Intracompany Transfers 
487 Forfeited Discounts 
488 Miscellaneous Service Revenues 
489 Revenue from Transportation of Gas of Others 
490 Sales of Products Extracted from natural gas 
491 Revenues from natural gas processed by others 
492 Incidental gasoline and oil sales 
493 Rent from Gas Property 
494 Interdepartmental Rents 
495 Other Gas Revenues 

TOTAL Other Operating Revenues 
TOTAL Gas Operating Revenues 

496 (Less) Provision for Rate Refunds 
TOTAL Gas Operating Revenues Net of Provision for Refunds 

Distribution Type Sales by States (Include Main Line Sales to 
Residential and Commercial Customers) 

Main Line industrial Sales (Include Main Line Sales to 
Public Authorities) 

Sales for Resale 
Other Sales to Public Authorities (Local Distribution Only) 
Interdepartmental Sales 

TOTAL (Same as Line 10, Columns (b) and (d)) 

1,142,593 

103,371,282 
16,385,754 
18,596.992 

I I 
387,210.998 I 429,332,401 

I 

107,985,247 
18,689.114 
18,242,963 

2,075,264 
60,880 

5,332,608 

... 

1,492,346 
62,620 

5,453.1 52 

395,229.578 

367,471,413 

436,903,902 

392.047.387 

FERC FORM NO. 2 (ED. 12-86) 

1,142,593 
18,596,992 

387,210,998 

Page 300 

19,042,051 
18,242,963 

429,332,401 

II 



Name of Respondent 
Louisville Gas and Electric Company 

Date of Report Year of Report This Report Is: 
(1) (XI An Original (Mo.Da.Yr) 

. ,  ~ ~, 
be classified according to the basis of classification 
(Small or Commercial, and Large or Industrial) 
regularly used by the respondent if such basis of 
classification is not generally greater that 200.000 
Mcf per year or approximately 800 Mcf per day of 

7 See pages 108-109, Important Changes During Year. 
for important new territory added and important rate 
increases and decreases 

Quantity for Year 
(d) 

17,816,080 

t I 
MCF OF NATURAL GAS SOLD AVG. NO. OF NAT. GAS CUSTOMERS PER MO. 

I I 
Quantity for Number for 

Previous Year Number for Year Previous Year 
( e )  (f) (9) 

20,801,288 297,666 295.04 

8.129.557 
1.491.361 
1,498,897 

9.130.932 
1,710,968 
1,573,607 

24,096 
282 

1,049 

28,935.895 
149,326 

23,85 
28 

1.04 

33,216,795 323,093 320.22 
2,652,514 

29,085,221 35,869,309 323,093 

31.643.188 

2,652,514 
1 573 607 

320.22 

FERC FORM NO 2 (ED 12-89) Page 301 

- 

ine 
‘0- 

! 
f 

1 
1 

I (  
1 .  
1: 
1: 
11 
1: 
I €  
l i  
1E 
1 E  
2C 
21 
22 
22 
24 
25 
26 
27 
28 

29 

30 
31 
32 
33 

__ 





Name of Respondenl 

Louisville Gas and Electric Company 

__ 

ine 
lo 

- 

3 

t o  

11  

12 

13 

14 

15 

16 

17 

I 8  

19 

20 

21 

22 

23 

'4 - 
& 

This Report Is: Date of Report Year of Report 

( 1 )  1x1 An Original (Mo.Da,Yr) 

(2) I 1 A Resubmission 03/31/2007 Dec. 31.2006 

1 For transactions with annual revenues of $250,000 
or more, describe, for each transaction. 
commissions on sales of distributions of gas of 
olhers. compensation for minor or incidental 
services provided for others. penalties. profit 01 
loss on sales of material and supplies, sales of 
steam, waler. or eleclricily. miscellaneous 
royallies. 

revenues from dehydralion. other processing of gas of 
others. and gains on settlements on imbalance 
receivables Separately reporl revenues from cash-oul 
penalties 

Description of Transaction 

lher Gas Revenues 

Miscellaneous -All minor items 

Revenues 
(In Dollars) 

(b) 

40.500 

40,500 

FERC FORM NO 2 (12-96) Page 308 



ame of Respondent 
iuisville Gas and Electric Company 

l(2) [ 1 A Resubmission 
GAS OPERATION AND MAINTENANCE EXPENSE 

If the amount for the previous year is not derived from previously reported fig 
I 

This Report Is: 
(1) [XI An Original 

ne 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

0. 

do,Da.Yr) 

Account 

1. PRODUCTION EXPENSES 
(a) 

A Manufactured Gas Production 

B Natural Gas Production 

Operation 
750 Operation Supervision and Engineering 
751 Production Maps and Records 
752 Gas Wells Expense 
753 Field Lines Expense 
754 Field Compressor Station Expenses 
755 Field Compressor Station Fuel and Power 
756 Field Measuring and Regulating Station Expenses 
757 Purification Expenses 
758 Gas Well Royalties 
759 OtherExpenses 
760 Rents 

Maintenance 

Manufactured Gas Production (Submit Supplemental Statement) 

E l ,  Natural Gas Production and Gathering 

TOTAL Operation (Enter Total of lines 7 thru 17) 

761 Mainlenance Supervision and Engineering 
762 Maintenance of Structures and Improvements 
763 Maintenance of Producing Gas Wells 
764 Maintenance of Field Lines 
765 Maintenance of Field Compressor Station Equipment 
766 Maintenance of Field Meas, and Reg Station Equipment 
767 Maintenance of Purification Equipment 
768 Maintenance of Drillirig and Cleaning Equipment 
769 Maintenance of Other Eauioment 

s, explain in foot 
Amount for 
Current Year 

(b) 

29 

30 

TOTAL Maintenance (Ente; Total of lines 20 thru 28) 

TOTAL Natural Gas Production and Gathering (Enter Total of lines 18 and 29) 

35. 
Amount for 

Previous Year 
(C) 

FERC FORM NO 2 (ED 12-88) Page 317 



kale of Report 
Vlo.Da.Yr) 

46 783 Rents. 
47 I TOTAL Operalion (Enter Tolal of lines 33 thru 46) 

Year of Report Name of Respondenl 
Louisville Gas and Electric Company 

This Report Is: 
(I) 1x1 An Original 
(2) 1 1 A Resubmission 03/31/2007 IDec. 31. 2006 

nued) 
es. explain in footr 

Amount for 
Line 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

\IO. 

Currenl Year 
0) 

Account 
(a) 

82 Producls Extraction 
Operation 

770 Operalion Supervision and Engineering 
771 Operalion Labor 
772 Gas Shrinkage 
773 Fuel 
774 Power 
775 Materials 
776 Operation Supplies and Expenses 
777 Gas Processed by Others 
776 Royalties on Products Extracled 
779 Marketing Expenses 
780 Products Purchased by Resale 
781 Varialion in Products Inventory 
782 (Cess) Exlracted Products Used by Utility--Credit 

35. 
Amount for 

Previous Year 
(C) 

48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 

FERC FORM NO 2 (ED 12-88) 

Maintenance 
784 Mainlenance Supervision and Engineering 
785 
786 
787 Maintenance of Pipe Lines 
788 
789 Mainlenance of Compressor Equipment 
790 
791 Maintenance of Olher Equipment 

Maintenance of Structures and lmprovemenls 
Mainlenance of Exlraclions and Refining Equipment 

Maintenance of Extracled Products Storage Equipment 

Mainlenance of Gas Measuring and Reg Equipment 

TOTAL Maintenance (Enler Total of lines 49 thru 56) 
TOTAL Products Extraction (Enler Tolal of lines 47 and 57) 
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ame of Respondent 
iuisville Gas and Electric Company 

This Report Is: Date of Report Year of Report 
(1) [XI An Original (Mo,Da,Yr) 
(2 )  [ ] A  Resubmission 03/31/2007 Dec. 31,2006 

ame of Resoondent [This Rnnort Is’ Insla nf Rennrt kear  of Report 

269.873.519 

. .  
~ I . , ~ I...-. ,...-.--.,., I 

l(2) [ ] A  Resubmission 03/31/2007 Dec. 31,2006 

3s. 
Amount for 

Previous Year 
(C) 

ne 
0. 

59 
60 
61 
62 
63 
64 
65 

66 
67 
68 
69 

408,909,101 

408,909,101 

Account Current Year 
(3) (b) 

C Exploration and Development 
Operation 
795 Delay Rentals 
796 Nonproductive Well Drilling 
797 Abandoned Leases 
798 Other Exploration 

TOTAL Exploration and Development (Enter Total of lines 61 thru 64) 
D Other Gas Supply Expenses 

Natural Gas Well Head Purchases 

Natural Gas Field Line Purchases 

Operation 
800 
800 1 Natural Gas Well Head Purchases, Intracompany Transfers 
801 

27,495 
583.943 i 61 1,438 

70 
71 
72 
7 3  
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 

FERC FORM NO 2 (ED 12-88) 

~~~~ 

802 Natural Gas Gasoline Plant Outlet Purchases 
803 Natural Gas Transmissiori Line Purchases 
804 Natural Gas City Gate Purchases 
804 1 Liquefied Natural Gas Purchases 
805 Other Gas Purchases 
805, l  (Less) Purchased Gas Cost Adjustments 

TOTAL Purchased Gas (Enter Total of lines 67 to 75) 269,873,519 
806 Exchange Gas 
Purchased Gas Expenses 
807 1 Well Expenses-Purchased Gas 
807.2 Operation of Purchased Gas Measuring Stations 
807,3 Maintenance of Purchased Gas Measuring Stations 
807.4 Purchased Gas Calculations Expense 
807,.5 Other Purchased Gas Expenses 

27,850 
517,822 
545,672 TOTAL Purchased Gas Expenses (Enter Total of lines 80 thru 84) 
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/Name of Respondent /This Report is: 
[Louisville Gas and Electric Company (1) [XI An Original 

(2) [ ] A  Resubmission 

ine I Account 
lo. 

86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

100 
101 
102 
103 
104 
105 
106 
107 
108 

(a) 
808 1 Gas Withdrawn from Storage--Debit 
808 2 (Less) Gas Delivered to Storage-Credit 
809 1 Withdrawals of Liquefied Natural Gas Sales for Processing-Debit 
809 2 (Less) Deliveries of Natural Gas for Processing-Credit 
Gas Used in LJtiiity Operations-Credit 
810 Gas Used for Compressor Station Fuel--Credit 
81 1 Gas Used for Products Extraction-Credit 
812 Gas Used for Other Utility Operations-Credit 

TOTAL Gas Used in Utility Operations--Credit (Total of lines 91 thru 93) 
813 Other Gas Supply Expenses 

TOTAL Other Gas Supply Exp (Total of lines 77, 78, 85, 88 thru 89. 94, 8 95) 
TOTAL Production Expenses (Enter Total of lines 3,30. 58. 65, and 96) 

A Underground Storage Expenses 
2 NATURAL GAS STORAGE, TERMINALING AND PROCESSING EXPENSES 

Operation 
814 Operation Supervision and Engineering 
815 Maps and Records 
816 Wells Expenses 
8 17 Lines Expenses 
818 Compressor Station Expenses 
819 
820 
821 Purilication Expenses 

Compressor Station Fuel and Power 
Measuring and Regulating Station Expenses 

109 
1 10 
11 1 
112 
113 
114 

ate of Report /Year of Report 

822 Exploration and Development 
823 Gas Losses 
824 Other Expenses 
825 Storage Well Royalties 
826 Rents 

TOTAL Operation (Enter Total of lines 101 lhru 113) 

Current Year 
(b) 

120.999.754 
82.024.841 

1,330,924 

12,815,583 
24,146,507 

35.865 
295283.462 
295,283.462 

409.959 

15.353 
451,865 
991,921 

1,125,500 

1.68 1.221 

3,056,047 
35.238 
48,530 
36,430 

7,852,064 

3s. 
Amount for 

Previous Year 
(C) 

86.484.451 
136.763.158 

927.970 

19238,997 
20.1 66,967 

33,167 
339.108.032 
339,108.032 

421,636 

48 1.865 
969,925 
784.791 

1,199,184 

2.912.798 
13.083 
52,832 
42,453 

6,878.567 
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m e  of Respondent This Report Is: Date of Report 
iuisville Gas and Electric Company (1) [XI An Original (Mo,Da.Yr) 

(2) [ 1 A Resubmission 03/31/2007 

ne I Account 

Year of Report 

Dec. 31,2006 

If the amount for the previous year is not derived from previously reported f ig  
I 

Current Year 
(b) 

es, explain in footi 
Amount for 

255,593 

414,411 
(12,439 

1,190,532 
13,546 

290.125 

15 
16 
17 

I18 
I19 
120 
121 
122 
123 
I24 

125 
I26 
127 
128 
I29 
130 
131 
132 
133 
134 
135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 

146 

115,812 
2,267,580 

Maintenance 
830 Maintenance Supervision and Engineering 
831 
832 
833 Maintenance of Lines 
834 
835 
836 Maintenance of Purification Equipment 
837 Maintenance of Other Equipmen! 

Maintenance of Structures and Improvements 
Maintenance of Reservoirs and Wells 

Maintenance of Compressor Station Equipment 
Maintenance of Measuring and Regulating Station Equipment 

TOTAL Maintenance ( EnterTotal of lines 116 thru 123) 

TOTAL Underground Storage Expenses (Total of liries 114 and 124) 
B Other Storage Expenses 

Operation 
840 Operation Supervision and Engineering 
841 Operation Labor and Expenses 
842 Rents 
842.1 Fuel 
842.2 Power 
842 3 Gas Losses 

Maintenance 
843 1 Maintenance Supervision and Engineering 
843.2 Maintenance of Structures and Improvements 
843 3 Maintenance of Gas Holders 
843 4 Maintenance of Purification Equipment 
843.5 Maintenance of Liquefaction Equipment 
843 6 Maintenance of Vaporizing Equipment 
843,7 Maintenance of Compressor Equipment 
843 8 Maintenance of Measuring and Regulating Equipment 
843.9 Maintenance of Other Equipment 

TOTAL Operation (Enter Total of lines 128 thru 133) 

TOTAL Maintenance (Enter Total of lines 136 thru 144) 

TOTAL Other Storage Expenses (Enter Total of lines 134 and 145) 

10,119,644 

?S. 
Amount for 

Previous Year 
(C) 

247,742 

369,309 
105,929 
882,730 

19,211 
234,290 
161,303 

2,020,514 

6.899.081 
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Name of Respondent 
Louisville Gas and Electric Company 

This Report Is: Date of Report Year of Report 
(1) [x] An Original (Mo.Da.Yr) 
(2) [ 1 A Resubmission 03/31/2007 Dec. 31,2006 

Previous Year 
(C) 

ine 
lo. 
147 
148 
149 
150 
151 
152 
153 
154 
155 
156 
157 
158 
159 
160 
161 
162 
163 
164 
165 
166 
167 
168 
169 
170 
171 
172 
173 

Account Current Year 
(a) (b) 

C Liquefied Natural Gas Terminaling and Processing Expenses 
Operation 
844 1 Operation Supervision and Engineering 
844 2 LNG Processing Terminal Labor and Expenses 
844 3 Liquefaction Processing Labor and Expenses 
844 4 Liquefaction Transportation Labor and Expenses 
844 5 Measuring and Regulating Labor and Expenses 
844 6 Compressor Station Labor and Expenses 
844 7 Communication System Expenses 
844 8 System Control and Load Dispatching 
845.,1 Fuel 
845 2 Power 
845.3 Rents 
845.4 Demurrage Charges 
845.,5 (Less) Wharfage Receipts--Credit 
845.,6 Processing Liquefied or Vaporized Gas by Others 
846.,1 Gas Losses 
846.2 Other Expenses 

Maintenance 
847.1 Maintenance Supervision and Engineering 
847.,2 Maintenance of Structures and Improvements 
847.,3 Maintenance of LNG Processing Terminal Equipment 
847 4 Maintenance of LNG Transportation Equipment 
847.,5 Maintenance of Measuring and Regulating Equipment 
847 6 Maintenance of Compressor Station Equipment 
847,7 Maintenance of Communication EauiDment 

TOTAL Operation (Enter Total of lines 149 thru 164) 

FERC FORM NO 2 (ED 12-88) 

174 
175 
176 
177 

Page 322 

. .  
847.8 Maintenance of Other Equipment 

TOTAL Maintenance (EnterTotal of lines 167 thru 174) 
TOTAL Liquefied Nat., Gas Terminaling and Proc. Exp, ( Lines 165 8 175) 
TOTAL Natural Gas Storage (Enter Total of lines 125, 146, and 176) 10,119,644 8,899,081 



ame of Respondent 
)uisville Gas and Electric Company 

l(2) [ 1 A Resubmission 
GAS OPERATION AND MAINTENANCE EXPENSES (Co 

If the amount for the previous year is not derived from previously reported fi! 
I 

This Report Is: 
(1) [x] An Original lo,Da.Yr) 

03/31/2007 

ate of Report [Year of Report I 
I 

Dec. 31,2006 , 

ne 

I78 
179 
1 80 
181 
182 
183 
184 
185 
186 
187 
188 
189 
190 
191 

192 
193 
194 
195 
196 
197 
198 
199 
200 
201 
202 
203 
204 
205 
206 
207 

0. 
Current Year 

(b) 
Account 

3 TRANSMISSION EXPENSES 
(a) 

Operation 
850 Operation Supervision and Engineering 
851 
852 Communication System Expenses 
853 
854 
855 
858 Mains Expenses 
857 
858 
859 Other Expenses 
860 Rents 

System Control and Load Dispatching 

Compressor Station Labor and Expenses 
Gas for Compressor Station Fuel 
Other Fuel and Power for Compressor Stations 

Measuring and Regulating Station Expenses 
Transmission and Compression of Gas by Others 

TOTAL Operation (Enter Total of lines 180 thru 190) 
3 TRANSMISSION EXPENSES (Continued) 

Maintenance 
861 Maintenance Supervision and Engineering 
862 
863 Maintenance of Mains 
864 
865 
866 Maintenance of Communication Equipment 
867 Maintenance of Other Equipment 

Maintenance of Structures and Improvements 

Maintenance of Compressor Station Equipment 
Maintenance of Measuring and Reg Station Equipment 

TOTAL Maintenance (Enter Total of lines 193 thru 199) 
TOTAL Transmission Expenses (Enter Total of lines 191 and 200) 

4 DlSTRlBUTlON EXPENSES 
Operation 
870 Operation Supervision and Engineering 
871 Distribution Load Dispatching 
872 
873 

Compressor Station Labor and Expenses 
Compressor Station Fuel and Power 

17,599 
255.329 

29 

240,187 

4,770 
517,914 

706.684 

706.684 
1,224,598 

347,104 

es. 
Amount for 

Previous Year 
(C) 

14,431 
250.269 

332 

227.822 

3,290 
496,144 

356.695 

356,695 
852.839 

341,299 
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Name of Respondent 
Louisville Gas and Electric Company 

l(2) [ 1 A Resubmission 
GAS OPERATION AND MAINTENANCE EXPENSES (Co 

If the amount for the previous year is not derived from previously reported fi! 
I 

This Report is: 
(1) [x] An Original 

.ine I Account 

209 
210 
21 1 
212 
213 
214 
215 
216 
217 
218 
219 
220 
221 
222 
223 
224 
225 
226 
227 
228 
229 
230 
231 
232 
233 
234 
235 
236 
237 

qo. I (a) 
2081874 Mains and Services Expense 

875 
876 
877 
878 
879 Customer Installations Expenses 
880 Other Expenses 
881 Rents 

Maintenance 
885 Maintenance Supervision and Engineering 
886 
887 Maintenance of Mains 
888 
889 
890 
891 
892 Maintenance of Services 
893 
894 Maintenance of Other Equipment 

Measuring and Regulating Station Expenses-General 
Measuring and Regulating Stalion Expenses--Industrial 
Measuring and Regulating Station Expenses--City Gate Check Station 
Meter and House Regulator Expenses 

TOTAL Operalion (Enter Total of lines 204 lhru 215) 

Maintenance of Structures and Improvements 

Maintenance of Compressor Station Equipment 
Maintenance of Meas, and Reg. Station Equipment--General 
Maintenance of Meas and Reg Station Equipment--Industrial 
Maintenance of Meas and Reg Station Equipment-City Gate Check Station 

Maintenance of Meters and House Regulators 

TOTAL Maintenance (Enter Total of lines 218 thru 227) 
TOTAL Distribution Expenses (Enter Totai of lines 216 and 228) 

5 CUSTOMER ACCOUNTS EXPENSE 
Operation 
901 Supervision 
902 Meter Reading Expenses 
903 Customer Records and Collection Expenses 
904 Uncollectible Accounts 
905 Miscellaneous Customer Accounts Expenses 

TOTAL Customer Accounts Expenses (Enter Total of lines 232 thru 236) 

vlo.Da.Yr) 

nued) 
es. explain in footi 

Amount for 
Current Year 

es. 
Amount for 

Previous Year 
(b) 
2.449.620 

483.487 
324.928 
174.979 
51,773 

214.842 
3,127,914 

9,963 
7.184.610 

495.374 
4.672.076 

90.505 
100.685 
296.318 
972.347 

101,179 
6.728.484 

13,913,094 

607,128 
1,649,440 
3.591,972 
2.475.240 

152,296 
8.476.076 

(C) 
2.555.044 

567,497 
283,882 
156,762 
68.917 

258.861 
2.883.881 

13.801 
7.1 29,944 

469.345 
4.199.756 

25,830 
78,680 

286,477 
877,771 

159,461 
6.097,320 

13,227,264 

599.890 
1.544.942 
3.530.227 
1.670.008 

178,081 
7,523,148 
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Name of Respondent 
Louisville Gas and Electric Company 

This Report Is: 
(1) [XI An Original 
(2) [ ] A Resubmission 

Current Year 
(b) 

wed) 
es, explain in footn 

Amount for 

118.439 
2.000,181 

182,928 

ne 

!38 
239 
240 
241 
!42 
243 
244 
245 
246 
247 
248 
249 
250 
251 
252 
253 
254 
255 
256 
257 
258 
259 
260 
261 
262 
263 
264 
265 
266 
267 
268 
269 
270 
271 

0. 

83,429 
2,384,977 

1 
Account 

6. CUSTOMER SERViCE AN0 INFORMATION EXPENSES 
(8) 

Operation 
907 Supervision 
908 Customer Assistance Expenses 
909 Informational and Instructional Expenses 
9 10 Miscellaneous Customer Service and Informational Expenses 

TOTAL Customer Service and Informalion Expense (Lines 240 thru 243) 
7 SALES EXPENSE 

Operation 
91 1 Supervision 
912 Demonstrating and Selling Expenses 
913 Adveriising Expenses 
916 Miscellaneous Sales Expenses 

8 .  ADMINISTRATIVE AND GENERAL EXPENSES 
Operation 
920 Administrative and General Salaries 
921 Office Supplies and Expenses 
922 (Less) Administrative Expenses Transferred-Cr 
923 Outside Services Employed 
924 Property Insurance 
925 Injuries and Damages 
926 Employee Pensions and Benefils 
927 Franchise Requirements 
928 Regulatory Commission Expenses 
929 (Less) Duplicate Charges-Cr. 
930.,1 General Advertising Expenses 
930 2 Miscellaneous General Expenses 
931 Rents 

Maintenance 
935 Maintenance of General Plant 

TOTAL Administrative and General Exp, (Total of lines 267 and 269) 
TOTAL GAS Oper. 8 Maint. Exp. ( Lines 97, 177,201,229,237,244,251 and 270) 

TOTAL Sales Expense (Enter Total of lines 247 thru 250) 

TOTAL Operation (Enter Total of lines 254 thru 268) 

2,165 

2,165 

3,395,046 
1.804.962 

263,724 
860.926 
175,275 
467,962 

6,581,626 
503,083 

1,163.1 27 
94,572 

2.177.797 . .  
366.51 1 

15,000,909 

1.900,02 1 
16,900,930 

348.304.946 

:S. 
Amount for 

Previous Year 
(C) 

79.866 
1,928,040 

107,683 
108,925 

2,224,514 

2.681 

2,681 

3.305.621 
2,056.98s 

258,847 
960,271 
122,036 
664.94C 

5,742.12E 
490,84€ 

698.34; 
149.231 

6.892.172 . .  
282.68 1 

19,709,73i 

1,419.02: 
21,128,76[ 

392.966,31$ 
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Name of Respondent 
Louisville Gas and Electric Company 

This Report Is: 
(1) [XI An Original (Mo.Da,Yr) 

Date of Report Year of Report 

for the cost of gas from the respondent's own supply 
2 Natural gas means either natural gas unmixed, 
or any mixture of natural and manufactured gas. 
3 If the reported Mcf for any use is an estimated 
quantity, state such fact in a footnote. 

I 3/31/2007 IDec. 31, 2006 - l(2) [ ] A  Resubmission 
- 

1 Report below particulars (details) of credits 
during the year to Accounts 810.81 1 and 812 which 
offset charges to operating expenses or other accounts 

GAS USED IN UTILITY OPERATIONS-CREDIT (Accounts 810, 811,812) 
4. If any natural gas was used by the respondent 
for which a change was not made to the appropriate 
operating expense or other account, list separately 

II_ 

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 

- 

Purpose for Which Gas Was Used 

(a) 
110 Gas used for Compressor 

Station Fuel-Cr 

11 1 Gas used for Products 
Extraction-Cr 

Gas Shrinkage and Other Usage 
in Respdnt's Own Proc 

Gas Shrinkage, Etc. for Respdt's 
Gas Processed by Others 

312 Gas used by Other Uti1 Oprs- 
Cr (Rpt sep for each prin use 
Group minor uses) 

City Gate Stations 
Gas used for burner ignition and 

stabilization at electric 
generating stations 

Gas used in electric generation 
Various 

Total 812 

-0TAL 

ccount 
harged 

(b) 

119/834 

877 

501 
547 

larious 

- 

in column (c) the Mcf of gas used, omitting entries 
in columns (d) and (e). 
5 Report pressure base of measurement of gas 
volumes at 14 73 psia at 60°F 

Mcf of Gas 
Used 

(C) 

135,846 

12,460 

521,783 
989,127 

17,098 

1,540,468 

1,676,314 

Natural Gas 

Amount 
of 

Credit 
( 4  

1,330,924 

120,220 

4.678,378 
7,858.086 

158.899 

12,815,583 

14,146,507 

Amount 

Mcf 
(in Cents) 

per 

(e) 

979.7 

964 8 

896 6 
794 4 
929 3 

831.9 

843.9 

Manufac 

Icf of Ga: 
Used 

(0 

,ed Gas 

Amount 
of 

Credit 
(9) 
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Name of Respondent 
Louisville Gas and Electric Company 

lles which clearly indicate the nature of such lndicale Ihe functional classification and purpose 

This Report Is: Date of Report Year of Report 
(1) [XI An Original (Mo.Da.Yr) 

03/31/2007 Dec. 31,2006 (2) [ ] A Resubmission 

- 
.int 

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  
42 
43 
44 
45 
16 
17 

of property to which any expenses relale. 

Description 
(a) 

discellaneow gas supply labor. transportation and other expenses 

)TAL 

Amount 
(in dollars) 

(b) 
35,865 

35.865 
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Name of Respondent This Report Is: Date of Report 
Louisville Gas and Electric Company (1) [XI An Original (Mo,Da,Yr) 

(2) [ ] A  Resubmission 03/31/2007 

For Other ExDenses. show. the (a) purpose, (b) recipient and Q amount of such items List separately amounts of $250,000 or 

Year of Report 

Dec. 31,2006 

rr __ 

ine 
YO. 

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 
42 
43 
44 
45 
46 
47 

__. 

- 
- 

? however, amounts less than $250,000 may be grouped if the number of items of so grouped is show 

Description 

idustry association dues 
ixperimental and general research expenses 
a Gas Research Institute 
b. Other 
ublishing and distributing information and reports to stockholders; trustee, registrar, and transfer 
gent fees and expenses, and other expenses of servicing outstanding securities of the respondent. 
ither Expenses 

PurDose Recipient 

mortization of Manufactured Gas Plant 
mortization of Value Delivery Team Workforce Reductions 
mortization of Rate Case Expenses 
liscellaneous Debits and Credits VARIOUS 

'OTAL 

Amount 
(in dollars) 

34,116 

305,400 
1,582,075 

157.668 
69.446 

2,177,797 

FERC FORM NO 2 (12-96) Page 335 



ame of Respondent 
3uisville Gas and Electric Company 

( Except Amortization of Acquisition Adjustments) 
Report in Section A the amounts of 

This Report Is: Date of Report Year of Report 
(1) [XI An Original (Mo.Da,Yr) 
(2) [ ] A Resubmission 03/31/2007 Dec 31,2006 

?preciation expense, depletion and 
nortization for the accounts indicated 
i d  classified according to the plant 
inctional groups shown 

lr in Section B for the Year 1971, 1974 
Report all available information called 

ne 

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 

0. 
Functional Classification 

(a) 
Intangible Plant 
Production plant, manufactured gas 
Production and gathering plant, natural gas 
Products extraction plant 
Underground gas storage plant 
Other storage plant 
Rase load LNG terminating and 

Transmission plant 
Distribution plant 
General plant 
Common plant - gas 

processing plant 

TOTAL 

I, Depletion. and Amort 

Depreciation 
Expense 

(Account 403) 
(b) 

1,408.564 

241,669 
13,093,581 

131,344 
2.095.627 

16,970.785 

only annual changes in the intervals between the 
report years ( 1971, 1974 and every fifth year 
thereafter ) 

Report in column ( b) all depreciable plant 
balances to which rates are applied and show a 
composite total ( If more desirable , report by plant 
account, subaccount or functional 
lassifications other than those pre - printed 
tion Charges 

Amortization and 
depletion of Producing 

latural Gas Land and Lan 
Rights (Account 404 1) 

(C) 

Amortization and 
lnderground Storage 

LandandLand 
Rights (Account 404 2) 

id\ 
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Name of Respondent 
Louisville Gas and Electric Company 

( Except Amortization of Acquisition Adjustments ) ( Continued ) 
, column ( a ). indicate at the bottom of Section B the used to determine depreciation charges, show at 

This Report Is: Date of Report Year of Report 
( I )  [XI An Original (Mo,Da.Yr) 
(2) [ 1 A Resubmission Dec. 3 1, 2006 033 1/2007 

lanner in which column ( b ) balances are obtained If 
verage balances, state the method of averaging used 
or column ( c ) report available information for each 
lant functional classification listed in column ( a  ) 
composite depreciation accounting is used, report 
vailable information called for in columns ( b ) an 
n this basis. Where the 

Sectii 
Amortization of 

Other Limited - term 
Gas Plant 

(Account 404.3 ) 
(e)  

1.525.512 

1,525,512 

I 

. .  
111 - of - production meti 
A. Summary of Deprec 

Amortization of 
Other Gas Planl 
( Account 405 ) 

(0 

is 
on, Depletion. and Am 

bottom of Section B any revisions made to estimated 
gas reserves 
3. If provisions for depreciation were made during 
the year in addition to depreciation provided by 
application of reported rates, state at the bottom of 

C) Section B the amounts and nature of the provisions 
nd the plant items to which related. .. ^. 

Total 
( b t o f )  

(9) 

1,408,564 

24 1.665 
13,093,581 

131,344 
3,621,13E 

18,496,297 

Functional Classification 
(a) 

ntangible Plant 
'reduction plant, manufactured gas 
)reduction and gathering plant, natural gas 
'roducts extraction plant 
Jnderground gas storage plant 
Xher storeage plant 
3ase load LNG terminating and 

processing plant 
-ransrnission plant 
Iistribution plant 
;enera1 plant 
:omrnon plant - gas 

ine 
0. - 

! 
I 

I 
! 

11 
1 
1: 
1: 
1' 
I! 
11 
1. 
11 
I! 
21 
2' 
2: 
2: 
2.. 
2! 
_. 

_. 
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ame of Respondent This Report Is: Date of Report 
ouisville Gas and Electric Company (1) [XI An Original (Mo,Da,Yr) 

(2) [ 1 A Resubmission 03/31/2007 

Year of Report 

Dec. 31,2006 
DEPRECIATION, DEPLETION, AND AMORTIZATION C 

Section E. Factors Used in Estimating Deprf 
I 

10 

Notes lo Depreciation. Depletion. and Amort 

;AS PLANT (Continued ) 
ion Charges 

Depreciation 
Plant Base 

(Thousands) 
(b) 

i n e  

NO. 
1 

N/A 

N/A 

60.952 

Funclional Classification 
(a) 

Production and Gathering Plant 

N/A 

12.894 

4,442 

440,059 

2 

3 

4 

5 

6 

7 

8 

9 

ion of Gas Plant 

Offshore 

Onshore 

Underground Gas Storage Plant 

Transmission Plant 

Offshore 

Onshore 

General Plan1 

Distribution Pian1 

Applied 
Depr Rale(s) 

(Percenl) 
(C) 

N/A 

N/A 

2 22% 

N/A 

168% 

3 72% 

2 95% 

Page 338 
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Name of Respondent This Report Is: Date of Report 
Louisville Gas and Electric Company (1) [XI An Original (Mo,Da,Yr) 

(2) [ ] A  Resubmission 03/31/2007 

‘each accounl and a lotal for lhe account 
(a) Miscellaneous Amortizalliln (Accounl425): Describe the nalure of ilems included in this accounl. the conlra accounl charged. lhe Iota1 of 
arnorlizalion charges for the year. and the period of amortizalion 
(b) Misceilaneous Income Deduclions: Report Ihe nalure. payee. and amount of other income deductions for the year as requireed by Accounts 426 1. 
Donalions; 426 2. Life Insurance: 426 3, Penaliies: 426 4 Expendilures for Certain Civic. Poiiiical and Relaled Aclivilies; and 426 5. Olher Deductions. of 
the Uniform Syslem of Accounls, Amounls less lhan $250,000 may be grouped by classes wilhin Ihe above accounts 
(c) lnlerest on Deb1 lo Associaled Companies (Accounl430): For each associaled company lhal incurred interest on debt during Ihe year. indicate 

olat inleresl. Explain lhe nature 01 other debl on which inlerest was incurred during the year. 
Line 

Year of Report 

Dec. 3 1,2006 

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 
42 
43 
44 
45 

(4 
Item I Amount 

(bl 

ccount 426.3 - Penalties 1 
Various 

Total Account 426..3 

ccount 426.4 - Civic, Political and Related Activity 
Related Aclivilies 

Total Account 426 4 
912,091 E 912.091 

ccount 426 5 - Other Deductions 
Futergen Industrial Alliance Inc 
Various 

1 

Total Account 426.5 

550.00( 
1,283.75t t- 1.833,75t 

ccount 430 - Interest on Debt to Associated Company 
E.On US. LLC 
Kentucky Utilities Company 
Fidelia 

Total Account 430 

,ccount 431 - Other Interest Expense 
Other Tax Deficiencies 
Customer DeDosits - 6% Interest Rate 

1,747341 
115.11: 

10.942:501 
12.805,15[ 

2.344,22! 
902,48( 

FERC FORM NO., 2 (12-96) Page 340 



This Re ort Is: Date of Report YeadPeriod of Report 
(1) d A n  Original (Mo. Da. Yr) End of 20061Q4 

Name of Respondent 
Louisville Gas and Electric Company (2) n A  Resubmission 03/31/2007 

Report below the distribution of total salaries and wages for the year Segregate amounts originally charged to clearing accounts to 
Utility 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 clearing accounts, a method of approximation 
giving substantially correct results may be used 

DISTRIBUTION OF SALARIES AND WAGES 

I 
C C D ~  EnRM NO i (ED. 12-88) Page 354 

[ 



Dale of Reporl This Re ort Is: 

( 2 )  n A  Resubmission 03/31/2007 
(1) $A" Original (Mo. Da. Yr) 

Louisville Gas and Electric Company 
U I , 

DISTRIBUTION OF SALARIES AND WAGES (Conlinued) 

YearlPeriod of Reporl 
End of 2006iQ4 

I 

I I 

I I I 

87 I I I 
86 1 
88 I I I I 
89 I 
sn I I I I _ _  , 
91 1 
92 I 
93 
94 

~ 95 TOTAL Olher Accounls 2.397.792 362,964 2.760.75 
96 TOTAL SALARIES AND WAGES 52.721.514 16,255,740 68.977.25 

FERC FORM NO 1 (ED 12-88) Page 355 





Name of Respondent 

Louisville Gas and Electric Company l(2) A Resubrnission I 03/31/2007 
FOOTNOTE DATA 

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

-~ ~ .________ . ~ _ _ _ _ _ _ . _ _ _ . _ _ _  

~- _-I __. ScLeduLe-Page: 354 Line No.: 70 Column: b 
Common Utility Plant 
Schedule Page: 354 Line No.: 75 Column: b 
Common Utility Plant 

. _ _ _ ~ ~  .____...____ 

~ 
.. -_________- -__- - .______ ~ 

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



ame of Respondent 
ouisville Gas and Electric Company 

This Report Is: Date of Report Year of Report 
(1) [XI An Original (Mo,Da.Yr) 

)bide cons~llalive and other professional services These services include rale. management, ConsbuCtion. engineering, research. financial. 
llualion. legal. accounling, purchasing. adverlising. labor relalions and public relalions, rendered for Ihe respondenl under wiitlen o i  oral 
rangomenl. for which aggregale payments were made during the year lo any corporation. pannership, orpaniralion of any kind, of individual 
lhcr than lor services as an employee or for paymcnls made for medical and relaled services) amounting to more than $250,000, cncluding paymcnls 
r legislalive Services. excepl lhose which should be reporled in Accounl 426 4 Expendilures far Cerlain Civic. Polilicvl and Relaled Acfivilies 

l(2) [ I A Resubmission 

(a) Name of person or organizalion rendering services 
(b) Total Charges for Ihe year 
Desbgnale assoc~aled companies wilh an vslerisk tn Column (b) 

I Dec. 31.2006 03/31/2007 

.ine 

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 
42 

10. 

Amount 
Description 

(4 
ACCU READ SERVICES 
ANN ARBOR, MI 48108 

CENTRAL LOCATING SERVICE LTD 
PHILADELPHIA, PA 19182-5124 

CHECKFREEPAY CORP 
HARTFORD, CT 06102-5736 

ENERGY ECONOMICS INC 
DODGE CENTER, MN 55927 

FISHELCO 
COLUMBUS, OH 43260-2478 

J Y LEGNER ASSOCIATES INC 
LOUISVILLE, KY 40224-0331 

JPMORGAN CHASE BANK 
CHICAGO IL 60673-0176 

MILLER PIPELINE CORP 
CHICAGO, IL 60686 

OFF DUTY POLICE SERVICES INC 
LOUISVILLE, KY 40245-2076 

OPS PLUS INC 
LOUISVILLE, KY 40218 

SCHMIDT CONSULTING SERVICES INC 
PITTSBURGH. PA 15237 

SOUTHERN CROSS CORP 
NOCROSS, GA 30092 

SOUTHERN PIPELINE CONST CO 
LOUISVILLE, KY 40219 

STOLL CONSTRUCTION AND PAVING CO INC 
LOUISVILLE, KY 40206 

(in dollars) 
( 4  
2,800,360 

334,750 

252,107 

1,536,717 

1,167.458 

416,859 

256,014 

12,020,854 

278.465 

327,051 

405,450 

758,798 

3,080,059 

1,096,214 

FERC FORM NO 2 (12-96) 
Page 357 



Name of Respondent 
Louisville Gas and Electric Company 

l(2) [ ] A  Resubmission i 
CHARGES FOR OUTSIDE PROFESSIONAL AND OTHER CONSUL 

This Report Is: 
(1) [x] An Original ( M O D  

Date of Report 

__ 

Lint 

44 
45 
46 

57 
58 
59 
60 

62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 

90 

92 
93 
94 

Description 
(a) 

.ODAYS STAFFING INC 
)ALLAS, TX 75391-0270 

:EROX CORP 
IALLAS. TX 75265-0361 

) 
31/2007 
TlVE SERVIC 

(b) 

(ear of Report 

Dec. 3 1,2006 

Amount 
(in dollars) 

(C) 
316.62 

761.12 

FERC FORM NO 2 (12-96) Page 357 1 



ame of Respondent This Report Is: Date of Report 
wisville Gas and Electric Company (1) [XI An Original (Mo,Da,Yr) 

(2) [ 1 A Resubmission 03/31/2007 

:ompressor stations. Use the following 
iubheadings: field compressor stations, 
rroducts extraction compressor stations. 
mderground storage compressor stations, 
ransmission compressor stations, distribution 
:ompressor stations, and other compressor 
itations 
i For column (a), indicate the production 
ireas where such stations are used. Relatively 

Year of Report 

Dec. 31,2006 

grouped by production areas,. Show the 
number of stations grouped. Designate any 
station held under a title other than full 
ownership. State in a footnote the name of 
owner or co-owner, the nature of respondenl's 
title, and percent of ownership, if jointly 
owned Designate any station that was not 
operated during the past year State in a 
footnote whether the book cost of such station 

__ 

h e  
VO 

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 

- 

__ 

Description of Investment 
(a) 

nderground Storage: 
Magnolia 
Magnolia, KY 

Muldraugh 
Muldraugh, KY 

Flint Hill (2) 
Flinl Hill, KY 

otes: 
1) Exclusive of supervision and engineering 
2) The gas field at this location has been retired 

Number 
of 

Employees 
(b) 

13 

14 

Plant Cost 
(C) 

10,260,990 

16,090,154 

, 
273,275 

FERC FORM NO 2 (ED. 12-86) Page 508 



Name of Respondent 
Louisville Gas and Electric Company 

bas been retired in the books of account, or 
what disposition of the station and its book 
cost are contemplated. Designate any compressor 
units in transmission compressor slations 
installed and put into operation during the 
year and show in a footnote the size of 

each such unit. and the date each such unit was 
placed in operation 
3 For column (d). include the type of fuel or 
power. if olher than natural gas If two types 
of fuel or power are used, show separale entries 
for natural gas and the olher fuel or power 

This Report Is: Date of Report Year of Report 
( 1 )  [XI An Original (Mo,Da.Yr) 
(2) [ ] A  Resubmission 03/31/2007 Dec. 31, 2006 

Expenses (Excepldi 

Fuel or Power 
(d) 

209,70i 

1.125.5OC 

1,335,207 

I 

:ialion and laxer) ( 1 )  

Other 
(e) 

l1 l86,13i  

1,472,177 

Gas for 
Compressor 

Fuel Mcf 
14 73 psia at 60 F 

(f) 

115.981 

20,280 

136,261 

Total 
Compressor 

Hours of 
Operalion 

During Year 
(9) 

Operation Dal 
No of 

Compressors 
Operated 
a1 Time of 

Stalion Peak 
(h) 

10,730 

2,206 

6 

3 

Date of 
Station Peak 

li\ 

12/4/2006 

312 112006 

- 

.1n6 
\lo 

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 

__. 

- 

FERC FORM NO 2 (ED 12-86) Page 509 
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Name of Respondent 
Louisville Gas and Electric Company 

This Report IS: Date of Report Year of Report 
(1) [XI An Original (Mo.Da.Yr) 
(2) [ 1 A Resubmission 03/31/2007 Dec. 31, 2006 

Line Item 
No. (a) 

1 STORAGE OPERATIONS (IN MCF) 
2 Gas Delivered to Storage 

FERC FORM NO 2 (ED 12-89) 

Gas Gas Total 
Belonging lo Belonging to Amount 

Respondent (MCF) Others (MCF) (MCF) 
(b) (C) (d) 

Page 512 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

August 2,976,908 2,976,908 
September 2,710,359 2,710,359 
October 2,406,723 2,406,723 
November 185,732 185,732 
December 104,959 - 104,959 
TOTAL (Enter Total of Lines 2 Thru 13) 12,395,400 12,395,40( 

Gas Withdrawn from Storage 
January 2,422,043 2,422,043 
February 2,675,013 - 2,675,013 
March 2,769,947 2,769,947 
April 1,316,732 - 1,316,732 
May 613,678 613,678 
June 843 - 843 
July (154) (154) 
August 263 - 263 
September 362 - 362 
October 1,164 - 1,164 
November 673,650 - 673,650 
December 2.1 53.807 - 2,153,807 
TOTAL (Enter Total of Lines 16 Thru 27) 12,627,348 12,627.348 



- 
This Report Is: Date of Report Year of Report Name of Respondent 

Louisville Gas and Electric Company (1) [x] An Original (Mo,Da,Yr) 
i (2) [ 1 A Resubmission 03/3 1 /ZOO7 Uec. 31, 2006 
__ I 

Line 
No. - 
- 
42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

L 

Item 
(a) 

Storage Operations (In Mcl) 

Top or Working Gas End of Year 

Oushion Gas (Including Native Gas) 

Total Gas in Reservoir (Enter Total of Line 42 and Line 43) 

Oertificated Storage Capacity 

\lumber of Injection -- Withdrawal Wells 

Vumber of Observation Wells 

Uaximum Day's Withdrawal from Storage 

Jate of Maximum Days' Withdrawal 

-NG Terminal Companies (In Mcf) 

(1) 

Number of Tanks 

Capacity of Tanks 

LNG Volumes 

3) Received at "Ship Rail" 

I) Transferred to Tanks 

;) Withdrawn from Tanks 

4 )  "Boil O r  Vaporization Loss 

?) Converted to Mcf at Tailgate of Terminal 

I) Including noncurrent gas of 2.930.000 Mcf (account 117) 

Total 
Amount 

(b) 

11,555,232 

10,810.000 

22,365,232 

25,900.000 

386 

153 

186,240 

21-Mar-06 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

FERC FORM NO 2 (ED 12-88) Page 5 13 



ame of Respondent This Report Is: Date of Report 
)uisville Gas and Electric Company (1) [x] An Original (Mo.Da,Yr) 

(2) [ ] A  Resubmission 3/31 /ZOO7 

I 

.in€ 

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 
42 
43 
44 

5 

- 

I 
i 

Year of Report 

Dec. 31, 2006 

one decimal point. 

Designation 
(Identification) of Line or Group of Lines 

(a) 
festern Kentucky Line 
agnolia Line 
alvary Line 
lder Park Line 

OTAL 

Total Miles 
of Pipe 
(LOO 1) 

(b) 
49 c 

126 5 
57 c 
27 4 

4 260.2 

FERC FORM NO,. 2 (ED, 12-88) Page 514 



Qame of Respondenl /This Report Is: I flate of Report I Year of Report 
.ouisville Gas and Electric ComDanv \[I\ 1x1 An Oriainal t 1Mo.fla Yrl  i 

deliveries of gas. excluding deliveries lo 
storage. for the periods of system peak 
deliveries indicated below. during the hvelve 
monlhs embracing the healing season overlapping 
Ihe year's end for which this report is 

FERC rate schedules and other sales The season's 
peak normally will be reached before the due dale of 
lhis report April 30. which permits inclusion of 
lhe peak information required on lhis page 
2. Report Mcf on a pressure base of 14.73 psia ai 60'F. 

Mcl af Gas Mcl of Gas Total 
Delivered IO Delivered lo (b) + (c) 

Line Interslate Pipclines Others 

31umes of Gas Transported 
>-Notice Transportation I I 93.000 I 93.000 
ther Firm Transportalion 66,000 1 66.000 
lerruptible Transporatlon 0 0 

'nd-Use Transport 76.000 76,000 

7 TOTAL 235.000 235.000 
8 
9 No-Notce Slorage 16,000 1 16,000 

b U1 

Volumes of gas Wilhdrawn from Slorage under Storage Conlracls 1 
I " 5  n 

1 1  1 lnlerruplible Slorage I I 01 0 
12 1 Other (flescribe) . On-Syslem Slorage 01 0 

I I n 

Page 518 



ame of Respondent This Report Is: Date of Report Year of Report 
wisville Gas and Electric ComDanv 11) fx l  An Orioinal (Mo.Da.Yr) 

i 
. .  . . . _  . . . ,  

l(2) [ 1 A Resibmission 1 03/31/2007 (Dec. 31, 2006 

or meeting seasonal peak demands on the respondent's 
iystem, such as underground storage projects, 

the rated maximum daily delivery capacities. 
3 For column (d), include or exclude (as appropriate) 

ame of Respondent This Report Is: Date of Report 

quefied petroleum gas installations. gas liquefaction 
ilants, oil gas sets, etc 
! For column (c). for underground storage projects, 
eport the deliverv capacity on February 1 of the 

the cost of any plant used jointly with anolher facility 
on the basis of predominant use, unless the auxiliary 
peaking facility is a separate plant as contemplated 
by general instruction 12 of the Uniform System of 

i 
~ 

Year of Report 

leal __ 

.ine 
VO. 

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 
42 

__ 

.__ 

wisville Gas and Electric Company (1) [x] An Original (Mo.Da,Yr) 
(2) [ 1 A Resubmission 03/31/2007 Dec. 31, 2006 

:enter - 
Metcalfe, Green and 
Barren Counties, Ky 

:anmer - 
Hart and Green 
Counties, Ky 

:lint Hill - 
Hardin County, Ky 

9 season overlapping the year-end for 

Location of Facility 
(a) 

iluldraugh - 
Meade County, Ky 

)oe Run - 
Meade County. Ky and 
Harrison County, Ind 

ilagnolia - 
Green, Hart and 
LaRue Counties, Ky 

rlotes: 

which 

Type of 
Facility 

(b) 

Underground Storage 

Underground Storage 

Underground Storage 

Underground Storage 

. -  
ccounts. 

Maximum Daily 
Delivery 

:apacity of Facility, 
Mcf at 

4.73 psia at 60" 
(C) 

@ 02-01-2007 
220.000 

55.000 

96,912 

12.497 

(1 

384.409 

cost 
of 

Facility 
(In dollars) 

(d) 

18,754.1 16 

7,364.578 

26,491,825 

7,364.368 

258.996 

273,275 

60,507.1 58 

(1) Gas fields at these locations have been retired. These facilities are currently used in other 
gas-system operations 

(2) Due to pipeline and compressor capacity and multiple fields discharging into one pipeline, overall 
system deliverability has been established at this figure. even though individual fields may have 
greater deliverabilily than shown, and may aggregate to a higher total, especially earlier in the 
season, when operated independently. 

Nas Facility Operated 
on Day of Highest 

Transmission Peak 

FERC FORM NO, 2 (ED, 12-88) Page 519 



lame of Respondent This Report Is: Date of Report 
ouisville Gas and Electric Company (1) [x] An Original (Mo.Da.Yr) 

(2) 1 ] A Resubmission 03/31/2007 

Year of Report 

Dec. 31,2006 

FERC FORM NO 2 (ED 12-88) Page 520 

Ref 
Line llem Page No 

Amount of Mcf (14 73 psi; 
al 60' F) 

No. 
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 

la) (b) I (C) 

GAS RECEIVED I 
Gas Purchases (Accounts 800-805) 31.830.80: 
Gas of Others Received for Gathering (Account 489.1) 
Gas of Others Received for Transmission (Account 489.2) 
Gas of Others Received for Distribution (Account 489.3) 
Gas of Others Received for Contract Storage (Account 489.4) 
Exchanged Gas Received from Others (Account 806) 
Gas Received as Imbalances (Accounl806) 
Receipt of Respondent's Gas Transported by Others (Account 858) 
Other Gas Withdrawn from Slorage (Explain) 
Gas Received from Shippers as Compressor Station Fuel 
Gas Received from Shippers as Lost and Unaccounted for 
Other Receipts (Specify): Purchased gas for resale 
Total Receipts (Total of lines 3 thru 14) 56,358,041 

GAS DELIVERED 
Gas Sales (Accounts 480-484) 29,085.22 
Deliveries of Gas Gathered for Others (Account 489.1) 
Deliveries of Gas Transported for Others (Account 489.2) 
Deliveries of Gas Distributed for Others (Account 489.3) 301 11,999,361 
Deliveries of Contract Storage Gas (Account 489.4) 
Exchange Gas Delivered to Others (Account 806) 
Gas Delivered as Imbalances (Accounl806) 
Deliveries of Gas to Others for Transportation (Account 858) 
Other Gas Delivered to Storage (Explain) 12.395.40' 
Gas Used for Compressor Station Fuel 509 135.84 
Other Deliveries (Specify): Duplicate Charges (Gas Department) 1,650.40 
Total Deliveries (Tolal of lines 17 thru 27) 55.26623 

Produclion System Losses 
Galhering System Losses 
Transmission System Losses 
Dstribution System Losses 
Storage System Losses 
Other Losses (Specify) 1,091.816 
Total Unaccounted For (Total of lines 30 lhru 35) 1,091.816 
Total Deliveries and Unaccounled For (Total of lines 28 and 36) 56.358.047 

303 
305 
30 1 11,899,891 
307 
328 
328 
332 

12,627,341 

303 
305 

307 
328 
328 
332 

GAS UNACCOUNTED FOR 



ame of Respondent This Report Is: Date of Report 
iuisville Gas and Electric Company ( 1 )  [XI An Original (Mo,Da,Yr) 

Year of Report 

Furnish 5 copies of a system map (one with each 
led copy of this report) of the facilities 
iperated by the respondenl for the production, 
lathering. transportation, and sale of natural 
las New maps need not be furnished if no 
nportant change has occurred in the facilities 
iperated by the respondent since the date of the 
naps furnished with a previous yeark annual report 
I, however, maps are not furnished for this 
eason, reference should be made in the space 
ielow to the year's annual report with which the 
naps were furnished,, 
! Indicate the following information on the maps: 
(a) Transmission lines-colored in red, if 
they are not otherwise clearly indicated, 
(b) Principal pipeline arteries of gathering 
systems 
(c) Sizes of pipe in principal pipelines 
shown on map 
(d) Normal directions of gas flow--indicated 
by arrows 
(e )  Location of natural Qas fields or pools 
in which the respondent produces or purchases 

l(2) [ 1 A Resubmission 

natural gas. 
(f) Locations of compressor stations, products 
extraction plants, stabilization plants, 
important purification plants, underground storage 
areas, recycling areas, etc. 
(9) Important main line interconnections with 
other natural gas companies, indicating in 
each case whether gas is received or delivered 
and name of connecting company, 
(h) Principal communities in which respondent 
renders local distribution service, 

3 In addition, show on each map: graphic scale 
to which map is drawn; date as of which the map 
represents the facts i t  purports to show; a legend 
giving all symbols and abbreviations used; 
designations of facilities leased to or from another 
company, giving name of such other company 
4 Maps not larger than 24 inches square are 
desired,. If necessary, however, submit larger maps 
to show essential information Fold the maps to 
a size not larger than this report Bind the maps 
to the report 

3/31/2007 IDec. 31,2006 

Map attached 
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NEW ISSUE 1300K-ENTRY-ONLY 

Subject to tlie conditions and exceptions set forth under tlie caption '"Tu Tre;itment." Bond Counsel is  OS tlie opinion that. under current 
law, interest on t he  Bonds oSSered hereby wil l he exc1ud;ihle Srom t l ie  gross income OS tlie recipients tliereol Sor Sederal income tax 
purposes. except that no opinion will be expressed regarding such cxclusioii Sroin gross income with respect to any Bond during any 
period in  which i t  is lield hy i t  "substantial user" or a "related person" 01 the Pro.jcct as such terms are used in Section 147(a) OS the 

Inlernal Revenue Code of 1986. as amended (the "Code"). Interest on tlie Bonds will not he ;in item of tax preSerencc in 
determining alternative minimum t;ix;ihle income lo r  individuals and corporations under the Code. Such interest may he 
suhject to certain Sederd income k m s  imposed on certain corporations, including imposition OS tlie branch profits tm o n  a 

portion OS such interest Bond Counsel is Surtlier OS the opinion thi i t  interest on the Bonds wil l be excludahle Srom the 
gross inconic OS t he  recipients thereof for Kentucky incoinc tax  purposes and that. under current law, the principal 

a lavor;il>le tiax opinion ul Bond Counscl iis of tlie date OS delivery of the Bonds See "Tax Tre;itmenl" lierein 
OS the Bonds wil l be exempt lrom ad valorem taxes in Kentucky Issuance of tlie Bonds is subject tu receipt OS 

$60,000,000 
County of Trimble, Kentucky 

Environmental Facilities Revenue Refunding Bonds 
2007 Series A 

(Louisville Gas and Electric Company Project) 

Dated: Date 01 origind delivery Due: lune I. 2033 

Tlie County O S  Trimhle. Kentucky. Environmental Facilities Revenue Refunding Bonds, 2007 Series A (Louisville G:is and Electric 
Company Project) (the "Bonds") will he spcciol and limited ohligations OS tlie County OS 1 rimhle. Kentucky ( t h e  "Issuer"). pnyaihle hy the 
lssuir s6lely 6oni and secured hy payinenls to h e  received hy the lssucr pursuant t o  a Loan Agreement witl i  

Louisville Gas and Electric Company 
( the "Conipnny"). except a s  p;iyable from proceeds of such Bonds o r  investment earnings thereon. Tlie Bonds wil l not coiistilutc general 
obligations OS the Issuer or a chnrge ;igiiinst t l ie  general credit or taxing powers thereof or OS tlie Commonwe:iltli OS Kentucky or any other 
pulirical subdivision OS Kentucky 

hy Ambac Assurance Corporation ("Amhac Assurance" or the "Bond insurer") simiilt~incnusly wil l i  tlie delivery OS the Bonds 
Payment of the principil of iind interest on the Bonds when due  will be insured hy ii financial guaranty insurance policy to he issued 

Ambac 
Tlie Bonds will accrue interest from the date of original issuance, iind as initially issued will hear interest at ii L.ongTerm Rate 01 

4,600/0 per annum to moturity. payahle on each June 1 and Dccemher I, commencing .lune I, 20117 The Bonds will he suhject t o  optional 
redemption on and aSter June I. 2017, extraordinary optional redemption. in whole or in part. and mmdatory redemption killowing a 
determination of kixahility prior to m;iturily. ils described herein. See "Summ;iry of the Bonds-Rcdemplions~~~iOl,rio,,ol Rcrlc~nrprioir." "- 
Lrstruordiiiury Uprioiiol Rcdunrprion It, Ii'liule," "-Eriruordiiiuiy Opriwral Itcdci?rpdofr iii IVliole or itr Pun ," and "-h~f~iidmo~y Nedeiriptiori; 
Demiiiiuurion of Td.ruliilirg '' 

I'HICIS: IOlI% 

The Uonds wil l he secured solely hy payments 1 0  he made hy lhe Company under tlie Loan Agreement, which wil l he an unsecured 
general obligation of the Company, and wil l  rank un n parity with other unsecured lndehtedness ut the Compimy. The Cnmpany will 
covenant not to incur, assume or  pmranlee any secured lndehtedness elher lhan as permilled In the Loan Agreemcnl. See "Security; 
L.imilalinn on Liens." 

Compnny ("DTC"), New York, New York DTCwi l l  iict as securities depository Purchases OS heneficiiil ownership interests in the Bonds 
will he made in  hook-entry only form in denominations OS $5.000 and integral multiples IlicreoS Purchasers wil l iiot receive certificates 
representing their hencSici;il interests in tlie Bonds See the inforniarion contained under t l ie c;iplion "Summary OS llic Bwds- 
Book-Entry-Only System" herein The principal of, premium, iS any. and interest on the Bonds will he paid h) Deutschc Bank Trust 
Compeny Americas. ;is'frustec. to Cede 62 Co, as long as Cede Sr Co is t he  registered owner OS tlie Bonds Disbursement OS sucli 
payments 10 the DT'C Participants i s  tlie responsibility OS DTC, and dishursemenl oSsuch payments t o  the purchasers OS heneficial 
ownership interests is tlie responsibility OS DTC's Direct and Indirect Participants. i i s  niurc Sully described herein, 

t l ie oSSer without notice. and to tlie appriivai OS legality hy Stoll Keenon Ogden PLLC. Louisville. Kcnlucky. as Bond Counsel and upon 
satiskiction of certain conditions Certain legal matters wil l he passed upon Sur the Comp~iny hy i ts  counsel. Jones Day. Chicugo, Illinois 
and John R ,  McCall. Esq, Executive Vice President. General Counsel and Corporate Secretiiry oS thc Compnny. Sor the Issuer hy i ts  
County Attorney. and Tor tlie Underwriters hy their counsel, Winston Sr Strewn L.LP. Chicago. Illinois I t  i s  expected t l i i i t  the Bonds wil l be 
available Tor delivery to DTC in New York, New York on or about Apri l  26.2007 

The Bonds. when issued, will he registered in  tlie name 01 Cede Sr Co, as registered owner cind nominee lor  The Depository Trust 

The Bonds iirc ollered when. as and i f  issued and received hy tile Underwriters. suhject t o  prior siilc. withdrawal or modilic;ition of 

Citi LaSalle Financial Services, Inc. 

Dated: Apr i l  19. 2007 





No dealer, broker, salesman or other person has been authorized by the Issuer, the 
Company or the LJnderwriters 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 01 representation must not be relied upon as having been authorized by any of 
the foregoing. The Underwriters have provided the following sentence for inclusion in this 
Official Statement, The Underwriters have reviewed the information in this Official Statement 
in accordance with, and as part of, their responsibilities to investors under the federal securities 
laws as applied to the facts and circumstances of this transaction, but the Underwriters do 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 Issuer has consented to the use of this Official Statement in connection with the 
initial issuance and sale of the Bonds, the Issuer does not make any representation with respect to 
the accuracy or completeness hereof and will incur no liability with respect thereto, except for 
the information under the caption “The Issuer.” 

In connection with the offering of the Bonds, the Underwriters 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 1NVESTME.NT DECISION, INVESTORS MUST RELY ON THEIR 
OWN EXAMINATION OF THE ISSUER, THE COMPANY, THE BOND INSURER AND 
THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. 
THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL. OR 
STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, 
THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR 
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO 
THE CONTRARY IS A CRIMINAL OFFENSE. 
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OFFICIAL STATEMENT 

$60,000,000 
County of Trimble, Kentucky 

Environmental Facilities Revenue Refunding Bonds 
2007 Series A 

(Louisville Gas and Electric Company Project) 

Introductory Statement 

This Official Statement, including the cover page and Appendices, is provided to furnish 
information in connection with the offer and sale by the County of Trimble, Kentucky (the 
“Issuer”) of its Environmental Facilities Revenue Refunding Bonds, 2007 Series A (Louisville 
Gas and Electric Company Project), in the aggregate principal amount of $60,000,000 (the 
“Bonds”) to be issued pursuant to an Indenture of Trust dated as of March 1,2007 (the 
“Indenture”) between the Issuer and Deutsche Bank Trust Company Americas (the “Trustee”), as 
Trustee, Paying Agent and Bond Registrar, 

Pursuant to a Loan Agreement by and between L.ouisville Gas and Electric Company (the 
“Company”) and the Issuer, dated as of March 1,2007 (the “Loan Agreement”), proceeds from 
the sale of the Bonds, other than accrued interest, if any, paid by the initial purchasers thereof, 
will he loaned by the Issuer to the Company. The L.oan Agreement is a separate undertaking by 
and between the Company and the Issuer., 

The proceeds of the Bonds (other than any accrued interest) will be applied in full, 
together with other funds made available by the Company, to pay and discharge all of the 
$60,000,000 outstanding principal amount of “County of Trimble, Kentucky, Pollution Control 
Revenue Bonds, 1992 Series A (L,ouisville Gas and E.lectric Company Project),” dated 
September 17, 1992 (the “1992 Bonds”), previously issued by the Issuer to finance and refinance 
certain air and water pollution control facilities and solid waste disposal facilities (the “Project”) 
owned by the Company., 

It is a condition to the Underwriters’ obligation to purchase the Bonds that the Company 
irrevocably instruct the trustee in respect of the 1992 Bonds on or prior to the date of issuance of 
the Bonds, to call the 1992 Bonds for redemption. 

The Company is an operating subsidiary of EON U,,S. LLC (formerly known as LG&E 
Energy LLC) and E.ON AG (the “Parents”). See “Appendix A - The Company.” The Parents 
will have no obligation to make any payments due under the Loan Agreement or any other 
payments of principal, interest, premium or purchase price of the Bonds. 

The Company will repay the loan under the Loan Agreement by making payments to the 
Trustee in sufficient amount to pay the principal of and interest and any premium on, and 
purchase price of, the Bonds. See “Summary of the Loan Agreement - General.” Pursuant to 
the Indenture, the Issuer’s rights under the L.oan Agreement (other than with respect to certain 
indemnification and expense payments) will be assigned to the Trustee as security for the Bonds. 



The Bonds will be secured solely by payments to be made by the Company under the 
Loan Agreement, which will be an unsecured general obligation ofthe Company, and will rank 
on a parity with other unsecured indebtedness ofthe Company,, See “Security; Limitation on 
Liens.” 

The Bonds are special and limited obligations of the Issuer and the Issuer’s 
obligation to pay the principal of and interest and any premium on, and purchase price of, 
the Bonds is limited solely to the revenues and other amounts received by the Trustee 
under the Indenture pursuant to the Loan Agreement. The Bonds will not constitute an 
indebtedness, general obligation or pledge of the faith and credit or taxing power ofthe 
Issuer, the Commonwealth of Kentucky or any political subdivision thereof. 

Ambac Assurance Cotporation (“Ambac Assurance” or the “Bond Insurer”) will, 
concurrently with the issuance ofthe Bonds, issue its Financial Guaranty Insurance Policy in 
respect of the Bonds (the “Bond Insurance Policy”), insuring the payment of regularly scheduled 
payments of the principal of the Bonds and interest thereon that have become “Due for Payment” 
(as this term is defined in the Bond Insurance Policy), but in either case shall be unpaid by 
reason of nonpayment by the Issuer. The 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 Bonds (the “Insurance Agreement”). The Bond Insurance Policy will not insure 
payment of the purchase pIice 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 C. So long as the Bond Insurer is not in default under the Bond Insurance Policy, the 
Indenture and Loan Agreement may not be amended or supplemented, if such action requires the 
consent or approval of the Bondholders, without the prior written consent of the Bond Insurer. 
Upon the occurrence of an Event of Default under the Indenture, Ambac Assurance will be 
entitled to control and direct the enforcement of all rights and remedies granted to the 
Bondholders or the Trustee,. See “Summary of the Indenture - Rights of Bond Insurer.” 

Brief descriptions of the C.ompany, the Issuer, the Bonds, the Loan Agreement, and the 
Indenture included in this Official Statement. Such descriptions and information do not purport 
to be complete, comprehensive or definitive and are not to be constmed 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 the Bonds are qualified in 
their entirety by reference to the definitive form thereof included in the Indenture. Copies of the 
Loan Agreement and the Indenture will be available for inspection at the principal corporate trust 
office of the Trustee and, until the issuance of the Bonds, may be obtained from the 
Underwriters. Certain information relating to The Depository Trust Company (“DTC”) and the 
book-entry-only system has been furnished by UTC. Appendix A to this Official Statement and 
all information contained under the headings “‘The Project” and “Use of Proceeds” has been 
furnished by the Company. The Issuer and Bond Counsel assume no responsibility for the 
accuracy or completeness of such Appendix A or such information. Appendix B to this Official 
Statement contains the proposed form of opinion of Bond Counsel to be delivered in connection 
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with the issuance and delivery of the Bonds. Appendix C to this Official Statement contains the 
proposed form of Bond Insurance Policy to be issued by Ambac Assurance in connection with 
the issuance and delivery of the Bonds. 

The Issuer 

The 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. 
The Issuer is authorized by Sections 103,200 to 103.,285, inclusive, of the Kentucky Revised 
Statutes (collectively, the “Act”) to (a) issue the Bonds and pay and discharge the 1992 Bonds, 
(b) lend the proceeds from the sale of such Bonds to the Company for such purpose and (c) enter 
into and perform its obligations under the Loan Agreement and the Indenture. The 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 ARE! SPECIAL. AND LIM1TE.D OBLIGATIONS PAYABLX S0LEL.Y 
AND ONLY FROM CERTAIN SOURCE.S, INCLUDING AMOUNTS TO BE RECEIVED BY 
OR ON BEHAL,F OF THE ISSUER UNDER THE LOAN AGREEMENT. THE BONDS 
WILL NOT CONSTITUTE AN INDEBTEDNESS, GENE.RAL OBLIGATION OR PLEDGE 
OF THE FAITH AND CREDIT OR TAXING POWER OF THE ISSUER, THE 
COMMONWEALTH OF KENTUCKY OR ANY POLJTICAL. SUBDIVISION THEREOF, 
AND WILL. NOT GIVE RISE TO A PECUNIARY LJABILITY OF THE ISSUER OR A 
CHARGE AGAINST ITS GENERAL CREDIT OR TAXING POWERS. 

The Project 

The Project has been completed. The Project consists of certain air and water pollution 
control and solid waste disposal facilities in connection with Unit 1 of the Trimble County 
Station situated in Trimble County, Kentucky. Major components of the Project include 
electrostatic precipitators to capture fly ash and particulate emissions from the Unit 1 steam 
boilers; sulphur dioxide removal systems (scrubbers) to remove sulphur dioxide from flue gases; 
water pollution control and solid waste disposal facilities, including retention basins, sludge and 
ash ponds for the receipt of sludge wastes produced by sulphur dioxide removal facilities and by 
electrostatic precipitators as well as bottom ash; both exterior and interior systems for the 
collection and transmission to treatment and neutralization facilities of polluted liquids, including 
coal pile liquid runoffs and fuel oil and other chemical spills; a natural draft cooling tower for the 
abatement of thermal pollution to the interstate stream (Ohio River); and facilities for the 
reception, transportation, preparation and holding of reactant chemicals and materials used in 
sulphur dioxide removal systems, which facilities are functionally related and subordinate to 
such sulphur dioxide removal systems. 

The Natural Resources and E.nvironmenta1 Protection Cabinet of the Commonwealth of 
Kentucky, the agency exercising jurisdiction with respect to the Project, has previously certified 
that the Project, as designed, is in furtherance of the purposes of abating and controlling 
atmospheric pollutants or contaminants and water pollution. 
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Use of Proceeds 

The proceeds from the sale ofthe Bonds (exclusive of accrued interest, if any) will be 
used, together with funds to be provided by the Company, to pay and discharge, at a redemption 
price of 100% ofthe principal amount thereof plus accrued interest, all ofthe outstanding 1992 
Bonds, on the date of issuance oftbe Bonds,, ‘The 1992 Bonds bear interest at a variable rate of 
interest per annum and mature on September 1,2017. For the twelve months ended December 
3 1,2006, the weighted average interest rate on the 1992 Bonds was 3.48%. 

Summary of the Bonds 

General 

The Bonds will he issued in the aggregate principal amount set forth on the cover page of 
this Official Statement and will mature on June 1,2033. 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 hear 
interest at the Long Term Rate of4.60% per annum, payable on each June 1 and December 1, 
commencing June 1,2007, and, except as described below, will continue to hear interest at such 
Long Term Rate until maturity. Interest on the Bonds will be computed on the basis of a 360- 
day year, consisting of twelve 30-day months,. Interest payable on any Interest Payment Date 
will be payable to the registered owner of the Bond as of the Record Date for such payment,. The 
Record Date will be the close of business on May 15 and November 15 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 ofthe Bonds for all purposes of the Indenture, the 
Bonds and this Official Statement. See “Book-Entry-Only System” below. Individual purchases 
ofbook-entry interests in the Bonds will be made in book-entry-only form in denominations of 
$5,000 and integral multiples thereof:. 

Except as otherwise described below for Bonds held in DTC’s book-entry-only system, 
the principal or redemption price of the Bonds is payable at the designated corporate trust office 
in New York, New York, of the Trustee, as paying agent (the “Paying Agent”). Except as 
otherwise described below for Bonds held in DTC’s book-entry-only system, interest on the 
Bonds is payable by check mailed to the owner of record; provided that interest payable on each 
Bond will be payable in immediately available funds by wire transfer within the continental 
United States or by deposit into a bank account maintained with the Paying Agent at the written 
request of any owner ofrecord holding at least $1,000,000 aggregate principal amount ofthe 
Bonds, received by the Trustee, as bond registrar (the “Bond Registrar”), at least one Business 
Day prior to any Record Date. 

Bonds may be transferred or exchanged for an equal total amount of Bonds of other 
authorized denominations upon surrender of such Bonds at the 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 the registered 
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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., 

Subject to the requirements of the Indenture, on any date on which tlie Bonds are sub,ject 
to optional redemption (see “Redemptions-Optional Redemption” below), the Company, in lieu 
of such optional redemption, may direct that the Bonds be converted to bear interest at a new 
Interest Rate Mode (including a new Long Term Rate), as described below., In such event, upon 
notice to owners in accordance with the Indenture, the Bonds will be subject to mandatory tender 
for purchase on such conversion date at a purchase price equal to the principal amount thereof 
plus accrued interest and an amount equal to the redemption premium, i f  any, which would be 
payable on such date. The Interest Rate Modes which are available under the Indenture are the 
Daily Rate, the Weekly Rate, the Flexible Rate, the Semi-Annual Rate, the Annual Rate, the 
L.ong Term Rate and the Auction Rate. If conversion to a new Interest Rate Mode is to occur, 
the Indenture requires the delivery of certain notices to owners of the Bonds, including notice of 
mandatory tender for purchase as referred to above, by first class mail at least 30 days and not 
more than 45 prior to the proposed conversion date“ In addition, if then required by law or 
otherwise, a new disclosure document will be prepared describing the applicable provisions of 
the Bonds after conversion to the new Interest Rate Mode. Consequently, no attempt is made in 
this Official Statement to describe the terms and provisions ofthe Bonds and the Indenture 
which would apply in the event o f a  conversion to a different Interest Rate Mode. 

Citigroup Global Markets Inc. and LaSalle Financial Services, Inc. will each be 
appointed under the Indenture to serve as Remarketing Agents for the Bonds in the event the 
Bonds are converted to bear interest at a new Interest Rate Mode., Any Remarketing Agent may 
resign or be removed and a successor Remarketing Agent may be appointed in accordance with 
the terms of the Indenture and tlie Remarketing Agreements for the Bonds between the 
Remarketing Agents and the Company. 

Certain Definitions 

As used herein, each of the following terms will have the meaning indicated 

“Berieficiul Owner” 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. 

“Busbiess Day” 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 (if in the Auction 
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Rate), the Company or the Remarketing Agents are located are authorized by law or executive 
order to close. 

“Coi7version ” means any conversion from time to time in accordance with the terms of 
the Indenture of the Bonds from one Interest Rate Mode to another Interest Rate Mode. 

Redemptions 

Optional Redernation 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 any date on and after 
June I ,  2017 at a redemption price of 100% ofthe principal amount thereof; plus interest 
accrued, if any, to the redemption date. 

Extr-aor-dinarv Optional Redemation ii7 Whole,. The Bonds may he 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 ofthe following events shall have occurred within 180 days preceding the 
giving of written notice by the Company to the Trustee of such election: 

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

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

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

(iv) in the event changes, which the Company cannot reasonably control, in 
the economic availability of materials, supplies, labor, equipment or other properties or 
things necessary for the efficient operation ofthe Generating Station have occurred, 
which, in the judgment ofthe Company, render the continued operation of such 
Generating Station or any generating unit at such station uneconomical; or changes in 
circumstances aRer the issuance ofthe Bonds, including but not limited to changes in 
solid waste abatement, control and disposal requirements, have occurred such that the 
Company determines that use ofthe Project is no longer required or desirable; 
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(v) the L,oan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution of tlie Commonwealth of 
Kentucky or tlie 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 tlie 
issuance of the Bonds requires the Company to cease a substantial part of its operation at 
the Generating Station to such extent that the Company will be prevented from carrying 
on its normal operations at such Generating Station for a period of six months. 

Ex/rnordinmv O~/ioiiul Xedeni~tiori in Whole or iri Purl., The Bonds are also subject to 
redemption in whole or in part at 100% of the principal amount thereof plus accrued interest to 
the redemption date at the option of the Company in an amount not to exceed the net proceeds 
received from insurance or any condemnation award received by tlie Issuer or the Company in 
the event of damage, destruction or condemnation of all or a portion of the Project, subject to 
receipt of an opinion of Bond Counsel that such redemption will not adversely affect the 
exclusion of interest on any of the Bonds from gross income for federal income tax purposes. 
See “Summary of the Loan Agreement - Maintenance; Damage, Destruction and 
Condemnation.,” Such redemption may occur at any time, provided that if such event occurs 
while the Interest Rate Mode for the Bonds is the 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. 

 mandator.^ Redeni~fion; Deiermiriatiori of Taxabilitv. The Bonds are required to be 
redeemed by the Issuer, in whole, or in such part as described below, at  a redemption price equal 
to 100% ofthe principal amount thereof, without redemption premium, plus accrued interest, if 
any, to the redemption date, within 180 days following a “Determination of Taxability.” As used 
herein, a “Determination of Taxability’’ means the receipt by the Trustee of written notice from a 
current or former registered owner of a Bond or from the Company or the Issuer of (i) the 
issuance of a published or private ruling or a technical advice memorandum by the Internal 
Revenue Service in which the Company participated or has been given the opportunity to 
participate, and which ruling or memorandum the Company, in its discretion, does not contest or 
from which no further right of administrative or judicial review or appeal exists, or (ii) a final 
determination from which no further right of appeal exists of any court of competent jurisdiction 
in the United States in a proceeding in which the Company has participated or has been a party, 
or has been given the opportunity to participate or be a party, in each case, to the effect that as a 
result of a failure by the Company to perform or observe any covenant or agreement or tlie 
inaccuracy of any representation contained in the Loan Agreement or any other agreement or 
certificate delivered in connection with the Bonds, the interest on the Bonds is included in the 
gross income of the owners thereof for federal income tax purposes, other than with respect to a 
person who is a “substantial user” or a “related person” of a substantial user within the meaning 
of the Section 147 of Internal Revenue Code of 1986, as amended (the “Code”); provided, 
however, that no such Determination of Taxability shall be considered to exist as a result of the 
Trustee receiving notice from a current or former registered owner of a Bond or from the Issuer 
unless (i) the Issuer or the registered owner or former registered owner of the Bond involved in 
such proceeding or action (A) gives the Company and the Trustee prompt notice of the 



commencement thereof; and (B) (if the C.ompany 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 ofreceipt ofsuch offer to pay 
such expenses and liabilities and to control such defense, or (B) the Company shall exhaust or 
choose not to exhaust all available proceedings for the contest, review, appeal or rehearing of 
such decree, judgment or action which the Company determines to be appropriate. No 
Determination of ‘Taxability described above will result from the inclusion of interest on any 
Bond in the computation ofminimum 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 o f a  portion of such Bonds would have the result that interest payable on 
the remaining Bonds outstanding after the redemption would not be so included in any such 
gross income. 

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

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

General Redemution Terms. Notice of redemption will be given by mailing a redemption 
notice conforming to the provisions and requirements ofthe Indenture by first class mail to the 
registered owners of the Bonds to be redeemed not less than 30 days but not more than 45 days 
prior to the redemption date. 

Anv notice mailed as urovided in the Indenture will be conclusivelv presiinied to have 
been given, irrespective of whether the owne? r’eceives 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 aRer the redemption date if funds sufficient for such 
redemption have been deposited with the Paying Agent as of the redemption date. If the 
provisions for discharging the Indenture set forth below under the caption, ‘‘Sumaxy of the 
Indenture - Discharge of Indenture” have not been complied with, any redemption notice will 
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state that it is conditional on there being sufficient moneys to pay the full redemption price for 
the Bonds to be redeemed., So long as the Bonds are held in book-entry-only form, all 
redemption notices will be sent only to Cede & Co. 

Book-Entry-Only System 

Portions oj t l ie ,  following ii?for?natioi7 coricer-ning DTC arid DTC ‘s book-eiitiy-onlj 
.system have been obtuinedfiom DTC. The Issuer, the Coinpaily and i l ie Miiderwriters make 110 

repre.seiitation n s  to the acczrracy ofsirch ilforniatiori. 

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

DTC, the world’s largest depository, is a limited-purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York 
Banking Law, a member ofthe Federal Reserve System, a “clearing corporation” within the 
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered 
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934 (the 
“Exchange Act”).. DTC holds and provides asset servicing for over 2.,2 million issues of U,  S. 
and non-US. 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 n o n - U 3  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 LJ“S” and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, 
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 information 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 
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holdings, from the Direct or Indirect 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 ofthe book-entry system for the Bonds is discontinued.. 

I 

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 other name as 
may be requested by an authorized representative ofDTC.. The deposit ofBonds 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 ofthe actual Beneficial Owners ofthe Bonds; 
DTC’s records reflect only the identity ofthe Direct Participants to whose accounts such Bonds 
are credited, which 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 
regulatoIy 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 the 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. D’IC’s practice is to 
credit Direct Participants’ accounts, upon DTC’s receipt of hnds  and corresponding detail 
information from the issuer or the ‘Trustee on the payable date in accordance with their 
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 D’TC) is the responsibility of the 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. 

I 
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A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, 
through its Participant, to tlie 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 Tender Agent’s DTC 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 tlie request of the Company, may decide to discontinue use of the 
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 “Revision o/Boo/c-Ei7tiv-Oit/v Svsfer~t.~ Replacerneiit Boitds” 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 of the 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 Indenture and the Company’s obligations 
under the L,oan Agreement, to the extent ofthe 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 tlie Beneficial Owner, of 
any such notice and its content or effect will not affect the validity of the redemption of the 
Bonds called for redemption, the document amendment, the Conversion, the mandatory purchase 
or any other action premised on that notice. 

The Issuer, the Company, tlie Trustee and the Underwriters 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 UNDERWRITERS AND THE TRUSTEE WILL. 
HAVE NO RESPONSIBILITY OR OBLIGATION 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.ING A 
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REGISTERED OWNER WITH RESPECT TO: (1) 'THE ACCURACY OF ANY RECORDS 
MAIN'TAINED BY DTC OR ANY DIREC,T PARTICIPANT OR INDIRECT PARTICIPANT; 
(2) 'THE PAYMENT OF ANY AMOUNT DUE BY DTC TO ANY DIRECT PAKTICIPANT 
OR BY ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT TO ANY 
BENEFIClAL OWNER IN RESPECT OF THE PRINCIPAL AMOUNT OR REDEMPTION 
OR PURCHASE PRICE OF OR INTERES'T ON THE BONDS; (3)  THE DELIVERY OF ANY 
NOTICE BY DTC TO ANY DIRECT PARTICIPANT OR BY ANY DIRECT PARTICIPANT 
OR INDIRECT PARTICIPAN'T TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR 
PERMITTED TO BE GIVEN TO REGISTERED OWNERS UNDER THE TERMS OF THE 
INDENTURE; (4) 'THE SELECTION OF THE BENEFIC.IAL OWNERS 'TO RECEIVE 
PAYMENT IN 'THE EVENT OF ANY PARTIAL REDEMPTION OF THE BONDS; OR (5) 
ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS REGISTERED 
OWNER. 

Revision of Book-Enfrv-Only Sivreni; ReuIacen7enr Bonds,. 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. I f  the Issuer does not or is 
unable to appoint a successor securities depository, the Issuer will issue and the Trustee will 
authenticate and deliver fully registered Bonds, in authorized denominations, to the assignees of 
DTC or their nominees. 

In the event that the book-entry-only system is discontinued, the Bonds may be issued in 
denominations of $5,000 and integral multiples thereof. Bonds may be transferred or exchanged 
for an equal total amount of Bonds of other authorized denominations upon sumender of such 
Bonds at the 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 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 in 
the Indenture. 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 the Issuer's interest in and to the Loan 
Agreement and all payments to he 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 the 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 otherwise available therefor under the provisions of the Indenture,. 
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As of the date hereof, the Company has outstanding 1.3 series of first mortgage bonds in 
an aggregate principal amount of $574,304,000., These first mortgage bonds were issued to 
secure a like principal amount of tax-exempt debt. On or about the date of issuance of the 
Bonds, and pursuant to the terms of these existing first mortgage bonds, all of such first 
mortgage bonds will be terminated and cancelled and will cease to secure the Company’s 
obligations under its existing tax-exempt debt, and all of the Company’s obligations under its 
existing tax-exempt debt will become unsecured general obligations of the Company, ranking on 
a parity with the Company’s obligations under the L.oan Agreement to make payments on the 
Bonds. 

In the L.oan Agreement, the Company will covenant that it will not issue, assume or 
guarantee any debt for borrowed 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 hereof or acquires it 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, if any, 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 the 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 mortgage 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 of the extension, renewal or 
replacement. 

In addition, the Company can also issue secured debt so long as the amount of the 
secured debt does not exceed the greater of 10% ofnet 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 

The information relating to Ambac Assurance contained herein has been furnished solely 
by Ambac Assurance. No representation is made by the Underwriters, the Issuer or the 
Company as to the accuracy or adequacy of such information or as to the absence of material 
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adverse changes in the condition of Ambac Assurance subsequent to the date hereof“ The 
following discussion does not purport to be complete and is qualified in its entirety by reference 
to the Bond Insurance Policy, a specimen of the form of which is attached hereto as Appendix C. 

Payment Pursuant to Bond Insurance Policy 

Ambac Assurance has made a commitment to issue the Bond Insurance Policy relating to 
the Bonds effective as of the date of issuance of the Bonds. Under the terms of the Bond 
Insurance Policy, Ambac Assurance will pay to The Bank of New 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 ofthe date on 
which such principal andor interest becomes “Due for Payment” or within one Business Day 
following the date on which Ambac Assurance shall have received notice of Nonpayment from 
the ‘Trustee,. The insurance will extend for the term of the Bonds and, once issued, cannot be 
cancelled by Ambac Assurance. 

The Bond Insurance Policy will insure payment only on the stated maturity date or upon 
special mandatory redemption on a determination of taxability, in the case of principal, and on 
stated dates for payment, in the case of interest. If the Bonds become subject to other 
redemption and insufficient funds are available for redemption of all outstanding Bonds, Ambac 
Assurance will remain obligated to pay principal of and interest on outstanding Bonds on the 
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 of the 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. 

In the event the ‘Trustee 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 
of a court of competent jurisdiction, such registered owner will be entitled to payment from 
Ambac Assurance to the extent of such recovery if sufficient f h d s  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 occunence of a determination of taxability as 
provided in the Bond Insurance Policy) or as a result of any other advancement of 
maturity; 

(b) payment of any redemption, prepayment or acceleration premium; 
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(c) nonpayment of principal or interest caused by the insolvency or 
negligence of the 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 thereoc 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 of 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 determination of taxability as described herein under 
“Summary of the Bonds - Redemptions - lLIar7darorv Redenipfion; Deterrnitiation ol 
Taxabilitv.” 

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 permit 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 benefits 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. 

Insurance Agreement with Company 

Ambac Assurance has agreed to issue the Bond Insurance Policy pursuant to the 
Insurance Agreement. LJnder the Insurance Agreement, the Company is obligated to reimburse 
Ambac Assurance, immediately and unconditionally upon demand, for all payments made by 
Ambac Assurance under the terms of the Insurance Policy. The Company is also obligated to 
deliver certain collateral to the Trustee for the benefit of the bondholders and comply with 
certain financial and other covenants specified therein. The Insurance Agreement includes 
certain events of default, including the failure of the Company to pay amounts owed thereunder 
to Ambac 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, Ambac 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 of the 
Indenture - Defaults and Remedies..” 

Ambac Assurance Corporation 

Ambac Assurance is a Wisconsin-domiciled stock insurance corporation regulated by the 
Office of the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 
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50 states, the District of Columbia, the ‘Territory of Guam, the Commonwealth of Puerto Rico 
and the US.  Virgin Islands, with admitted assets of approximately $10,015,000,000 (unaudited) 
and statutory capital of approximately $6,371,000,000 (unaudited) as of December 3 1,2006. 
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 Fitch Ratings have each 
assigned a triple-A financial strength rating to Ambac Assurance,. 

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 its 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 ofthe Bonds. 

Ambac Assurance makes no representation regarding the Bonds or the advisability of 
investing in the Bonds and makes no representation regarding, nor has i t  participated in the 
preparation of; this Official Statement other than the information supplied by Ambac Assurance 
and presented under the heading “The Bond Insurance Policy and the Bond Insurer” and in 
Appendix C. 

Available Information 

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (“AFG’)), is 
subject to the informational requirements of the Exchange Act, and in accordance therewith files 
reports, proxy statements and other information with the SEC. These reports, proxy statements 
and other information can be read and copied at the SEC’s public reference room at 100 F Street, 
N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further 
information on the public reference room, The SEC maintains an internet site at 
http://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 of the 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 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 document filed by AFG with the SEC (File No. 1-10777) is incorporated 
by reference in this Official Statement. 

1) AFG’s Annual Report on Form 10-K for the fiscal year ended 
December 3 I ,  2006 and filed on March 1,2007. 
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All documents subsequently filed by AFG pursuant to the requirements of the Exchange 
Act after the date of this Official Statement will be available for inspection in the same manner 
as described above in “Available Information.” 

Summary of the Loan Agreement 

The, followiiig, in additiori to the provisions coriiniried el.sewliere in this Oficial 
Stateri7eiit, is a briefdescription of cerfaiiz provi.siorz.r of the L,oari Agreenzent. Tlzir description is 
O I ~ J I  a ,szii?zi?iaiy arid doer notpurport to be coniplete and defriitive. Reference is made to the 
Loan Agreement for- the detniledpr-ovisions flzereoj 

Genera I 

The term of the Loan Agreement shall commence as of its date and end on the earliest to 
occur of .lune I ,  203.3, or the date on which all of the 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 of the 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, the Paying Agent, the Auction Agent and the Tender 
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 remarketed in accordance with the Indenture and, to that end, the 
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.. 

All payments to be made by the Company to the Issuer pursuant to the Loan Agreement 
(except the fees and reasonable out-of-pocket expenses of the Issuer, the Trustee, the Paying 
Agent, the Bond Registrar, the Tender Agent and the Auction Agent, and amounts related to 
indemnification) have been assigned by the Issuer to the Trustee, and the Company will pay such 
amounts directly to the Trustee. The obligations of the Company to make the payments pursuant 
to tbe Lmn Agreement are absolute and unconditional. 

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 the Project or a ‘*related person” within the meaning of 
Section 147(a) of the Code) for federal income tax purposes or that adversely affects the validity 
of the Bonds. 
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Limitation on Liens 

The Company has agreed that, so long as any ofthe Bonds are outstanding, it will not 
create, assume or guarantee debt for borrowed money secured by any mortgage, except as 
described above under “Security; Limitation on Liens.” 

Payment of Taxes 

‘The Company has agreed to pay certain taxes and other governmental charges that may 
be lawfilly assessed, levied or charged against or with respect to the Project (see, however, 
subparagraph (i) under “Summary of the Bonds - Redemptions - Extraorditznrv Optiotzal 
Redettipliotz itz Whole”). ‘The Company may contest such taxes or other governmental charges 
unless the security provided by the Indenture would be materially endangered, 

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 air 
and water pollution control and abatement facilities and solid waste disposal facilities under 
Section 103(b)(4)(E) and (F) ofthe C.ode and the Act. However, the Company will have no 
obligation to maintain, repair, replace or renew any portion ofthe 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, 
condemnation 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 ofthe Project. ‘The Company may not, however, change or alter the basic 
nature ofthe Project or cause it to lose its status under Section 103(b)(4)(E) and (F) ofthe C.ode 
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 of eminent domain and the Issuer or 
the Company receives net proceeds from insurance or a condemnation award in connection 
therewith, the C.ompany shall (i) cause such net proceeds to he used to repair or restore the 
Project or (ii) take any other action, including the redemption of the 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 - Extraordinary Outional Redemption it? Whole or itz 
&.’I 

Insurance 

‘The Company will insure the Project in a manner consistent with general industry 
practice,. 
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Assignment, Merger and Release of Obligations of the Company 

The Company may assign the L,oan 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 tax purposes, without obtaining the consent of either the Issuer 
or the Trustee. Such assignment, however, shall not relieve the Company from primary liability 
for any of its obligations under tlie Loan Agreement and performance and observance of the 
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 of the 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 IJnited States of America or one of tlie states of the United States of 
America or the District of Columbia, shall he qualified and admitted to do business in the 
Commonwealth of Kentucky, shall assume in writing all of the obligations and covenants of tlie 
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 attorneys’ 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 in connection with the financing thereof., 

Events of Default 

Each of the following events constitutes an “event of default” under the L.oan Agreement: 

(1) failure by the Company to pay the amounts required for payment of the 
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 tlian as referred to in paragraph ( I )  above, for a period of thirty days 
after written notice by the Issuer or Trustee, provided, however, that if such failure is 
capable of being corrected, but cannot be corrected in such 30-day period, it will not 
constitute an event of default under the L.oan Agreement if corrective action with respect 
thereto is instituted within such period and is being diligently pursued; 

(3) certain events of bankruptcy, dissolution, liquidation, reorganization or 
insolvency of the Company; or 

(4) the occurrence of an Event of Default under the Indenture 
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Under the Loan Agreement, certain of the 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 ofthe Loan 
Agreement are satisfied; and (iii) to make loan payments and certain other payments under the 
provisions of the Loan Agreement) may be suspended if by reason of force majeure (as defined 
in the Loan Agreement) the Company is unable to carry out such obligations. 

Remedies 

Upon the happening of an event ofdefault under the Loan Agreement, the ‘Trustee, on 
behalf of the Issuer, may, among other things, take whatever action at law or in equity may 
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 any such event of default shall be applied 
in accordance with the Indenture or, if 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 - Optional Redetnption,” “Extt,uordinurv Optional Redemption it7 Whole” and 
“Extruordinutv Optional Redetnption it7 Whole or in Part”” Upon the occurrence of the event 
described under the caption “Summary of the Bonds - Redemptions - Mundator~ 
Redemption; Determinution of Tuxubilitv,” the Company 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 
funds deposited with the Trustee and available for such purpose, to redeem the requisite amount 
of the 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 the ‘Trustee, the 
Paying Agent and all other liabilities of the Company under the Loan Agreement accrued to the 
redemption date. 

Amendments and Modifications 

No amendment or modification ofthe Loan Agreement is permissible 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 of the 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 
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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. E.xcept for such amendments, and subject to 
the provisions ofthe Indenture described under the caption “Summary of the Indenture - Rights 
of Bond Insurer,’’ the Loan Agreement may be amended 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 of the Bonds then outstanding is necessary to effectuate an 
amendment or modification with respect to the L.oan Agreement of the type described in clauses 
(i) through (iv) of the first sentence of the second paragraph of “Summary of the lndenture - 
Supplemental indentures.” Any amendment of the Loan Agreement requiring the consent of the 
Bondholders also requires the consent of the Bond Insurer. 

Summary ofthe Indenture 

The followirig, in addition to theprovi.sions contained elsewhere iri thir Oflcial 
Stafenient, is a brief description ofcertain provi.sions of the Indentiire. T1ii.s description is oiily a 
slimniaiy and does not purport to be complete arid defiiitive, Reference i.s made to the Indenture 
for the detailedprovisioris thereof 

Security 

Pursuant to the Indenture, the Issuer will assign and pledge to the Trustee its interest in 
and to the Loan 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 the Project. 

No Pecuniary Liability of the Issuer 

No provision, covenant or agreement contained in the Indenture or in the Loan 
Agreement, nor any breach thereof, shall constitute or give rise to any pecuniary liability of the 
lssuer or any charge upon any of its assets or its general credit or taxing powers. The Issuer has 
not obligated itself by making 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 be made by the Company pursuant to the Loan Agreement to the Issuer 
and certain other amounts specified in the Indenture will he deposited into a Bond Fund 
established pursuant to the Indenture (the “Bond Fund”) and will be maintained in 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, Authentication 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 
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the Trustee at the specific written direction of the Company in certain Governmental Obligations, 
investment-grade corporate obligations and other investments permitted under the Indenture 

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 ofthe lien ofthe 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 of the Trustee, the 
Authenticating Agent, the Bond Registrar and the Paying Agent have been paid or provided for,. 

Defaults and Remedies 

As long as the Bond Itisurance Policy is in, full, jorce arid efect with respect to the Bonds 
arid the Bond Insurer is not in default thereunder, upon the occurrence and cotitinuance of ati 
Event ofDefault, and subject to certain indemnification provisions, the Bond Insurer shall be 
entitled to control and direct the enforcement of all rights atid remedies granted to the registered 
owtiers or the Trustee for the benefit of the t,egistered owtiers under the Indenture including, 
without limitation, the right to accelerate the principal of the Bonds atid the right to antiul any 
declaration of acceleration, atid the Bond Insurer shall also be entitled to approve waivers of 
Events of Default,. (See “Rights of B o d  Insurer” below.) 

Each ofthe following events constitutes an “Event of Default” under the Indenture: 

(a) Failure to make payment of any installment of interest on any Bond, (i) if 
such Bond bears interest at other than the Long Term Rate, within a period of one 
Business Day from the due date and (ii) if such Bond bears interest at the Long ‘Term 
Rate, within a period of five Business Days from the date due; 

(h) Failure to make punctual payment of the principal of, or premium, if any, 
on any Bond on the due date, whether at the stated maturity thereof; or upon proceedings 
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for redemption, or upon the maturity thereof by declaration or if payment of the purchase 
price of any Bond required to he purchased pursuant to the Indenture is not made when 
such payment has become due and payable, provided that no event of default shall have 
occurred in respect of failure to receive such purchase price for any Bond if the Company 
shall have made the payment on the next Business Day as described in the Indenture; 

Failure of the Issuer to perform or observe any other of the covenants, 
agreements or conditions in the Indenture or in the Bonds which failure continues for a 
period of 30 days after written notice by the Trustee, provided, however, that if such 
failure is capable ofbeing cured, but cannot be cured in such 30-day period, it will not 
constitute an event of default under the Indenture if corrective action in respect of such 
failure is instituted within such 30-day period and is being diligently pursued; 

(c) 

(d) The occurrence of an “event ofdefault” under the Loan Agreement (see 
“Summary of the Loan 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 the Insurance Agreement. 

Upon the occurrence of an Event of Default under the Indenture, the Trustee may, 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 the Loan Agreement to be immediately due and 
payable and enforce each and every other right granted to the Issuer under the Loan Agreement 
for the benefit of the Bondholders.. In exercising such rights, the Trustee shall take any action 
that, in the judgment of the Trustee, would best serve the interests of the registered owners. 
Upon the occurrence of an Event of Default under the Indenture, the Trustee may 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 the event that the maturity of the Bonds is accelerated, the 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 the Trustee shall accept such amounts. LJpon payment of all of such 
accelerated principal and interest accrued to the acceleration date as provided above, the Bond 
Insurer’s obligations under the Bond Insurance Policy shall he fully discharged. 

If the Trustee recovers any moneys following an Event of Default, unless the principal of 
the Bonds shall have been declared due and payable, all such moneys shall be applied in the 
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) of the Code, (ii) to the payment of all interest then due 
on the Bonds, and (iii) to the payment ofunpaid principal and premium, if any, of the Bonds. If 
the principal of the Bonds has become due or has been accelerated, such moneys shall he applied 
in the following order: (i) to the payment of the fees, expenses, liabilities and advances incurred 
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or made by the Trustee and the Paying Agent and (ii) to the payment of principal of and interest 
then due and unpaid on the Bonds,. 

No Bondholder may institute any suit or proceeding in equity or at law for the 
enforcement of the Indenture unless an Event of Default has occuned of which 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 after receipt of indemnity satisfactory to it. 

Any judgment against the Issuer pursuant to the exercise of rights under the Indenture 
shall he enforceable only against specific assigned payments, funds and accounts under the 
Indenture in the hands of the ‘Trustee. No deficiency judgment shall he authorized against the 
general credit of the Issuer,. 

Subject to the provisions of the Indenture summarized under “Rights of Bond Insurer” 
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 or 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 he corTected 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 ftom the Bond Insurer will he deemed a default under the Indenture; provided, 
however, that i f  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 the Bo~idlnsirrai~e P o k y  is iii, full force and efect with respect to the Boiids 
and the Bond liisirrer is not in defairlt thereunder, upon tlie occiirreiice arid conliniraiice of an 
Event ofDefault, and subject to certnir? iiidemiiijication provisio~a, tlie Bond Insurer sha/i be 
erititled to control arid direct the right to annul any declaration of acceleration, and the Bond 
Insirrer shall also be entitled to approve all waivers ojEvents ojDefault (See “Rights of Bond 
Insirrer ” below.) 

Except as provided below, the Trustee may in its discretion waive any Event ofDefault 
under the Indenture and shall do so upon the written request of the 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 
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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 sliall 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 
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 Events of Default under the Indenture (other 
than nonpayment of the principal of Bonds due by said declaration) sliall 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 and 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, and interest on the 
Bonds after the maturity thereof. 

Supplemental Indentures 

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 in the Indenture, (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 ofthe Indenture under any federal statute or state blue sky law, (v) to add additional 
covenants and agreements of the 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, in 
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 otlienvise 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, in 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 necessaly 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 supplemental 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 supplemental 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 in 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 
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Indenture. As discussed below, any action under the Indenture which requires the consent or 
approval of the registered owners of the Bonds shall, in addition, be subject to the consent of the 
Bond Insurer. 

If at any time the Issuer shall request the Trustee to enter into any supplemental indenture 
requiring the consent ofthe registered owners ofthe Bonds, the Trustee, upon being 
satisfactorily indemnified with respect to expenses, must notify all such registered owners. Such 
notice shall set forth the nature of the proposed supplemental indenture and shall state that copies 
thereof are on file at  the principal office ofthe '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 thereof. 

No supplemental indenture shall become effective unless the C.ompany 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..m., local time 
in the city in which the principal office of the Trustee is located, on the fifteenth day after the 
mailing to the Company of a notice of the proposed changes and a copy of the 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 of or interest on the Bonds, 
become subrogated to the rights ofthe recipients of such payments in accordance with the 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 same 
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 of the 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 the 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 the Bond Insurer may not be amended in any manner 
which affects the rights of the Bond Insurer thereunder without the 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 occurrence and continuance of an Event of Default, 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 
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accelerate the principal of the Bonds, (ii) the right to annul any declaration of acceleration, and 
the Bond Insurer shall also be entitled to approve all waivers of Events of Default, and (d) the 
Bond Insurer shall be entitled to receive copies of notices, certificates and other documents 
received by the Trustee pursuant to the Indenture or given to the Bondholders and notification of 
any failure to provide any such document as required by the Indenture or the Loan Agreement, 
and shall be hrnished by the Company with any filings made in accordance with SEC Rule 
15~2-12 and copies of certain financial statements, audit or annual report of the 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, the Bonds shall remain outstanding for all purposes, shall not be 
defeased or otherwise satisfied and shall not be considered paid by the Issuer, and the assignment 
and pledge of the revenues and security of the Company under the Loan Agreement and all 
covenants, agreements and other obligations of the Issuer to the Bondholders shall continue to 
exist and shall run to the benefit of the Bond Insurer, and the Bond Insurer shall he subrogated to 
the rights of the Bondholders 

Enforceability of Remedies 

The remedies available to the Trustee, the Issuer and the owners upon an event of default 
under the Loan Agreement or the Indenture are in many respects dependent upon judicial actions 
which are often subject to discretion and delay. Under existing constitutional and statutory law 
and judicial decisions, the remedies specified by the L.oan Agreement or the Indenture may not 
be readily available or may be limited. The various legal opinions to be delivered concurrently 
with the delivery of the Bonds will he qualified as to the enforceability of the various legal 
instruments by limitations imposed by principles of equity, bankruptcy, reorganization, 
insolvency, moratorium or other similar laws affecting the rights of creditors generally, 

Tax Treatment 

In the opinion of Bond Counsel, under existing law, including current statutes, 
regulations, administrative rulings and official interpretations, subject to the qualifications and 
exceptions set forth below, interest on the Bonds will be excluded from the gross income of the 
recipients thereof for 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 it is held by a “substantial user” of the Prqject or a “related person” as such terms are used 
in Section 147(a) of the Code. Interest on the Bonds will not be an item of tax preference in 
determining alternative minimum taxable income for individuals and corporations under the 
Code. It is Bond Counsel’s further opinion that, subject to the assumptions stated in the 
preceding sentence, (i) interest on the Bonds will be excluded fiom gross income of the owners 
thereof for Kentucky income tax purposes and (ii) the Bonds will be exempt from all ad valorem 
taxes in Kentucky. 

The opinion of Bond Counsel as to the excludability of interest from gross income for 
federal income tax purposes will be based upon and will assume the accuracy of certain 
representations of facts and circumstances, including with respect to the Project, which are 
within the knowledge of the Company and compliance by the Company with certain covenants 
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and undertakings set forth in  the proceedings authorizing the Bonds which are intended to assure 
that the Bonds are and will remain obligations the interest on which is not includable in gross 
income ofthe recipients thereof under the law in effect on the date of such opinion. Bond 
Counsel will not independently verify the accuracy of the certifications and representations made 
by the Company and the Issuer. On the date of the opinion and subsequent to the original 
delivery ofthe 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 the 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 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 the approval of Bond Counsel 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. 

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 the Issuer to 
the federal government, require future or continued compliance after issuance of the Bonds in 
order for the interest to be and to continue to be so excluded from the date of issuance. 
Noncompliance with certain ofthese requirements by the Company or the Issuer with respect to 
the 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 the Issuer will each covenant to take all actions required of each to 
assure that the interest on the 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 the following exceptions and qualifications: 

(a) Provisions ofthe Code applicable to corporations (as defined for federal 
income tax purposes) which impose an alternative minimum tax on a portion of the 
excess of adjusted current earnings over other alternative minimum taxable income may 
subject a portion of the interest on the Bonds earned by certain corporations to such 
cornorate alternative minimum tax. Such comorate alternative minimum tax does not 
apply to any S corporation, regulated investment company, real estate investment trust or 
REMIC. 

(b) ‘The Code also 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, 

(c) 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 ( 
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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, Bond Counsel will express no opinion as to any federal or 
Kentucky tax consequences resulting from the receipt of interest on the Bonds. 

Owners of the Bonds should he aware that the ownership of the Bonds may result in 
collateral federal income tax consequences. For instance, the 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 the immediately preceding sentence, a portion of dividends 
paid to an affiliated insurance company 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 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, if enacted, 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, i t  would apply to obligations (such as the Bonds) issued 
prior to enactment. 

A draft of the opinion of Bond Counsel relating to the Bonds in substantially the form in 
which it is expected to he delivered on the date of issuance of the Bonds is attached as Appendix 
C ., 

Legal Matters 

Certain legal matters incident to the authorization, issuance and sale by the Issuer of the 
Bonds are subject to the approving opinion of Bond Counsel. Bond Counsel has in the past, and 
may in the future, act as counsel to the Company with respect to certain matters. Certain legal 
matters will be passed upon for the Issuer by its County Attorney., Certain legal matters will be 
passed upon for the Company by Jones Day, Chicago, Illinois, and John R. McCall, Esq., 
Executive Vice President, General Counsel and Corporate Secretary for the Company. Certain 
legal matters will be passed upon for the Underwriters by their counsel, Winston & Strawn LLP, 
Chicago, Illinois,. 
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Underwriting 

Citigroup Global Markets Inc. and LaSalle Financial Services, Inc. (tlie “Underwriters”) 
have agreed to purchase tlie Bonds from the Issuer at the public offering price set forth on the 
cover page ofthis Official Statement. The Underwriters are committed to purchase all the Bonds 
if any Bonds are purchased. In connection with the underwriting oftbe Bonds, the Underwriters 
will be paid by the Company fees in the amount of$300,000. Also, the Underwriters will 
receive from the Company reimbursement for certain reasonable out-of-pocket expenses, 
including attorneys’ fees. 

The Underwriters 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 ofthis 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 Underwriters,. 

In connection with the offering ofthe Bonds, the Underwriters 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, ifcommenced, may be 
discontinued at any time,. 

Pursuant to an Inducement Letter, the Company has agreed to indemnify the 
Underwriters and the Issuer against certain civil liabilities, including liabilities under the federal 
securities laws, or contribute to payments that the Underwriters or the Issuer may be required to 
make in respect thereof. 

In the ordinary course of their business, the Underwriters and certain of their affiliates 
have in the past and may in the 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 ofthe 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, the 
Issuer will not provide any continuing disclosure information with respect to the Bonds or the 
Issuer. 

In order to enable the Underwriters to comply with the requirements ofthe Rule, the 
Company will covenant in a continuing disclosure undertaking agreement delivered to the 
Trustee for the benefit of the holders of the Bonds (the “Continuing Disclosure Agreement”) to 
provide certain continuing disclosure for the benefit of the holders of the Bonds. Under its 
Continuing Disclosure Agreement, the Company will covenant to take the following actions: 

(a) The C.ompany 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 

annual financial information of the type set forth in Appendix A to this Official Statement ’’ 

“SIU” and, together with the NRMSIR, a “Repository”) recognized by the SEC (1) i 
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(including any information 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 of the Company’s fiscal year. 

(b) The Company will file in a timely manner with each NRMSIR or the 
Municipal Securities Rulemaking Board, and with the SID, if any, notice of the 
occurrence of any of the following events (if applicable) with respect to the 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 
difficulties; (v) substitution of credit or liquidity providers, or their failure to perform; 
(vi) adverse tax opinions or events affecting tlie 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 01 reports referred to in paragraphs (a) 
and (b) above by the due date. 

The Company may amend its Continuing Disclosure Agreement (and the Trustee shall 
agree to any amendment so requested by the Company that does not change the duties of the 
Trustee 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 tlie Bonds, after taking into account any 
amendments to the Rule as well as any change in circumstances, and the amendment or waiver 
does not materially impair the interests of the holders of the Bonds to which such undertaking 
relates, in the opinion of the Trustee 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. 
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‘This Official Statement has been duly approved, executed and delivered by the County 
Judge/Executive of the Issuer, on behalfof the Issuer. However, the Issuer neither has nor 
assumes any responsibility as to the accuracy or completeness of any of the infomation in this 
Official Statement except for information furnished by the Issuer under the caption “The Issuer.” 

COUNTY OF TFUMBLE, KENTUCKY 

By: /st Randv Stevens 
County JudgeIExecutive 
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Appendix A 

The Company 

Louisville Gas and Electric Company (“L.G&E”) is a regulated public utility that provides 
electric service to approximately 398,000 customers and natural gas to approximately 324,000 
customers in L.ouisville and adjacent areas in Kentucky. L.G&E’s service territory covers 
approximately 700 square miles in 17 counties and has an estimated population of one million. 
Included in this area is the Fort Knox Military Reservation to which L,G&E transports natural gas 
and provides electric service, but which maintains its own distribution systems. L.G&E also 
provides natural gas service in limited additional areas. 

For the twelve month period ended December 3 I ,  2006, approximately 70% of L.G&E’s 
total operating revenues were derived from electric operations and approximately 30% from 
natural gas operations. Coal-fired generating units provided approximately 97% of L.G&E’s net 
kilowatt-hour generation for the twelve month period ended December 3 I ,  2006. The remainder 
of net generation was made up of a hydroelectric plant and natural gas and oil fueled combustion 
turbine peaking units. LG&E does not have any nuclear generating stations and has no plans to 
build any in the foreseeable future. 

L.G&E is a subsidiary of E.ON U.S. LLC (“E.ON US.”), a diversified energy-services 
holding company headquartered in Louisville, Kentucky and an indirect subsidiary of EON AG 
(‘EON”), an international integrated energy company with its principal operations in continental 
Europe, the United K.ingdom, Scandinavia and the U S .  Prior to December I ,  2005, E.ON US.  
was known as LG&E Energy L.LC. Previously, effective December 30,2003, LG&E Energy 
L,LC (now EON US.  L K )  became the successor, by assignment and subsequent merger, to all 
the assets and liabilities of L.G&E. Energy Corp. 

In December 2000, LG&E Energy COT., now E.ON U,S. L.LC, was acquired by 
Powergen plc, now Powergen Limited (“Powergen”). Subsequently, in July 2002, EON 
completed its acquisition of Powergen.. As a result of the acquisition, E.ON U.S. became a 
wholly owned subsidiary ofE.ON. As a result of these acquisitions and otherwise, EON and 
L O N  U.S,, registered as holding companies under the Public Utility Holding Company Act of 
2005 in June 2006, and were formerly registered holding companies under the Public Utility 
Holding Company Act of 1935. LG&E has continued its separate identity and its preferred stock 
and debt securities were not affected by these merger transactions. 

LG&E has commenced a review of certain federal and state permitting, licensing and 
oversight matters relating to existing natural gas operations at its Doe Run, Kentucky storage 
field. The Doe Run field has been in use since the 1940’s and its operations include limited 
facilities in Indiana. The review relates, in part, to the applicable jurisdictional status of such 
operations under the Natural Gas Act and other statutes and whether additional regulatory 
authorizations or operational steps are required or advisable. LG&E has had preliminary 
communications with the Federal Energy Regulatory Commission (“FERC“) and relevant 
regulatory agencies in Kentucky and Indiana and is continuing to coordinate with such entities. 
The Company anticipates completing its review during mid-2007 and will consider 
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appropriate, follow-up regulatory or other actions or proceedings, if any, thereafter. LG&E 
believes that no sanctions are warranted hut is unable to estimate the ultimate outcome of the 
matter, including whether FERC might seek to impose any penalties under the Energy Policy Act 
of 2005 or otherwise 

I 

LG&E's executive offices are located at 220 West Main Street, P . 0  Box 32010, 
Louisville, Kentucky 40232, telephone: (502) 627-2000 

Selected Financial Data 

(Millions of$) 

Income Statement Information: 
Operating Revenues ,. . _ _ _ "  ., . " ,  .., . , ,. . , .. ,..I 
Net Income _.. ~l...,,.~.,..~_ll_l.,ll.____....l..l 
Ratio of Earnings to 

Fixed Charges (1) ",...,."." , . _.__" _ _ _  

2006 

$1,338 
117 

5 . 1 6 ~  

Year Ended 
December 3 1 

2005 2004 

$1,424 $1,173 
129 96 

December 3 1, Yo of 
2006 Canitalization 

Capitalization: 

(1) For purposes ofthis ratio, "Earnings" consist of the aggregate oflncome Before Cumulative Effect o fa  
Change in Accounting Principle, !axes on income, investment tax credit (ne!) and "Fixed Charges." "Fixed 
Charges" consist of interest charges and one-third of rentals charged to operating expenses,. 

LG&E redeemed all of its outstanding preferred stock and mandatorily redeemable preferred stock on April 
16, 2007. Funding for this redemption was provided by new long-term loans in the aggregate amount of 
$138 million from LG&E's affiliate, Fidelia Corporation. 

The unaudited financial data in the table above for the years ended December 31,2006, 

(2) 

2005 and 2004 is derived from LG&E's audited financial statements for the years ended 
December 31,2006,2005 and 2004 included in LGBrE's Form 10-K for the year ended 

I 
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December 3 1,2006. PricewaterhouseCoopers L.LP audited L.G&E’s financial statements for the 
years ended December 3 1,2006,2005 and 2004. 

Available Information 

LG&E currently is subject to the information requirements of the Securities Exchange 
Act of 1934 and, accordingly, files reports, proxy statements and other information with the 
Securities and Exchange Commission (the “SEC”),. Such reports, proxy statements and other 
information, as well as reports and other information regarding €?.ON, on file can be inspected 
and copied at the public reference facilities of the SEC, currently at  Room 1580, 100 F Street, 
N.E., Washington, DC 20549; and copies of such material can be obtained from the Public 
Reference Section of the SEC at its principal office at 100 F Street, N.,E., Washington, DC 20549 
at prescribed rates or from the SEC’s Web Site (http://www.sec.gov). Please call the SEC at 1- 
800-SEC-0330 for further information on the public reference room 

It is anticipated that shortly after the date of the issuance of the Bonds, L.G&E will no 
longer be subject to the information requirements of the Securities Exchange Act of 1934 and 
will cease filing such reports, proxy statements and other information with the SEC. L.G&E will 
continue to file audited annual financial information and certain unaudited quarterly financial 
information with the Depositories. L.G&E also will provide such information to the 
LJndenvriters and will provide such information upon request to any holders or potential holders 
of the Bonds., 

Documents Incorporated By Reference 

The following documents, as filed by LG&E. with the SEC, are incorporated herein by 
reference: 

1. 

2. 

.3. 

4. 

Form IO-K Annual Report of LG&E for the year ended December .3 I ,  2006; 

Form 8-K Current Report of LG&E filed with the SEC on March 15, 2007; 

Form 8-K Current Report of L.G&E filed with the SEC on April 1 I ,  2007; and 

Form 8-K Current Report of LG&E filed with the SEC on April 18,2007. 

All documents filed by LG&E with the SEC or the Depositories subsequent to the date of 
this Official Statement and prior to the termination of the offering of the Bonds shall be deemed 
to be incorporated by reference in this Appendix and to be made a part hereof from their 
respective dates of filing Any statement contained in a document incorporated or deemed to be 
incorporated by reference in this Official Statement shall be deemed to be modified or 
superseded for purposes of this Official Statement to the extent that a statement contained in this 
Official Statement or in any other subsequently filed document which also is or is deemed to be 
incorporated by reference in this Official Statement 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 of this Official Statement. As indicated above, it is anticipated that LG&E 
will cease filing reports with the SEC shortly after the date of issuance of the Bonds. 
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LG&E hereby undertakes to provide without charge to each person (including any 
beneficial owner) to whom a copy of this Official Statement has been delivered, on the 
written o r  oral request of any such person, a copy of any o r  all of the documents referred to 
above which have been o r  may be incorporated in this Official Statement by reference, 
other than certain exhibits to such documents. Requests for such copies should be directed 
to Dan Arbough, Louisville Gas and Electric Company, 220 West Main Street, P.O. Box 
32010, Louisville, Kentucky 40232, telephone: (502) 627-2000. 
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Appendix B 

(Form of Opinion of Bond Counsel) 

,2007 

Re: $60,000,000 County of Trimble, Kentucky, Environmental Facilities Revenue 
Refunding Bonds, 2007 Series A (Louisville Gas and Electric Company Project) 

We hereby certify that we have examined certified copies of the proceedings of record of 
the County of Trinible, 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 Refunding Bonds, 2007 Series A (L,ouisville Gas 
and Electric Company Project), dated their date of issuance, in the aggregate principal amount of 
$60,000,000 (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 Louisville Gas and Electric Company 
(the “Company”) for the current refunding of $60,000,000 aggregate principal amount of the 
County’s Pollution Control Revenue Bonds, 1992 Series A (L.ouisville Gas and Electric 
Company Project), dated September 17, 1992 (the “Prior Bonds”), which were issued for the 
purpose of currently refunding a portion of the capital costs of facilities for the control, 
containment, reduction and abatement of atmospheric and liquid pollutants and contaminants and 
for the disposal of solid wastes serving the Trimble County Generating Station of the Company 
in Trimble County, Kentucky (the “Project”), as provided by the Act. 

The Bonds mature on June 1,2033 and bear interest initially at the Long Term 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 of the 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 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 pay and discharge with other funds provided by the Company, the Prior Bonds. 
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 same become due and payable. 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 Loan Agreement; that the L,oan Agreement has been duly authorized, executed 
and delivered by the County; and that the Loan Agreement is a legal, valid and binding 
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obligation ofthe 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 I ,  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 ofrecord of the Fiscal Court ofthe County preliminary to and in connection with 
the execution and deliveIy ofthe Indenture. Pursuant to the Indenture, certain ofthe 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 ofthe Bonds. From such examination, we are oftlie opinion that such proceedings of 
the Fiscal Court ofthe 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 ofthe Commonwealth of Kentucky now in full force and effect, and 
constitute legal, valid and binding special obligations ofthe County entitled to the benefit ofthe 
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 C.ode of 1986, as amended (the “Code”) 
and (ii) interest on the Bonds is not a separate item oftax 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 
knowledge in reaching our conclusion, inter alia, that not less than substantially all of the 
proceeds ofthe Prior Bonds were used to refinance air and water pollution control facilities and 
solid waste disposal facilities qualified for financing under Section 103(b)(4)(E) and (F) of the 
Internal Revenue Code of 1954, as amended. Further, in arriving at the opinion set forth in this 
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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 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, incIuding 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 of federal income taxation of interest on the Bonds upon a 
Determination of Taxability. We ate further of the opinion that interest on the Bonds is excluded 
from gross income ofthe 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 therenF 

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) Provisions of the Code applicable to corporations (as defined for federal income 
tax purposes) which impose an alternative minimum tax on a portion of the excess of adjusted 
current earnings over other alternative minimum taxable income may subject a portion of the 
interest on the Bonds earned by certain corporations to such corporate alternative minimum tax, 
Such corporate alternative minimum tax does not apply to any S corporation, regulated 
investment company, real estate investment trust or REMIC. 

(b) The Code provides for a “branch profits tax” which subjects to tax, at a rate of 
30%, 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. 

(c) 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 oftlie 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 
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required to reduce their loss reserve deductions by 15% ofthe tax-exempt interest received on 
certain obligations, such as the Bonds, acquired after August 7, 1986. (For purposes ofthe 
immediately preceding sentence, a portion of dividends paid to an affiliated insurance company 
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 ofJohn R. McCall, Esq,., General Counsel ofthe C.ompany 
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. Peny Arnold, County Attorney of Trimble 
County, Kentucky, 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 ofthe 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 ofany jurisdiction other than 
those specified. 

STOLL KEENON OGDEN PLLC 
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Amba 
Financial Guaranty Insurance Policy 

Obligor: 

Obligations: 

Ambac Assurance Corporation 
One State Street Plaza. 15th Floor 
New York. New York 10004 
Telephone: (2 12) 668-0340 

Policy Number: 

Premium: 

interest in respect of which the insura 
payment on registered Obligations to t 

may become due in respect of any Obligation. other than at the sole option of Ambac. nor against any risk other than Nonpayment 
In witness whereof. Amhac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly 
authorized officers in facsimile to become effective as itl; original seal and signatures and binding upon Ambac by virtue of the 
countersignature of its duly authorized representative 

?HE BANK OF NEW YORK acknowledges that it has agreed 
to perform the duties of Insurance Trustee under this Policy" 
Form N o  : 28-0012 (1101) Authorzed Officer 0; Insurance Trustee 
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Ambac Arnbac Assurance C,orpontion 
One Scare Street Plau. 15th  Finnr 
New York, New York’l0004 
Telephone (212) 668-0340 

Endorsement 

Policy for: Attached to and forming part of Policy No : 

Effective Date of Endorsem 

Notwithstanding the terms and conditions in the Policy, it 
event all o r  a portion of the Obligations become subject to 

prepay the Loan in whole or in part pursuant to 
the occurrence of a Determination of Taxabili 
Obligations due upon any such redemption 
meaning of the Policy. As used in this E 
Indenture of Trust dated as o 

Electric Company, a 

and Deutsche Bank 

Agreement” means the Loan 
igor and the Company; the term 

ndentnre; and the term ‘LDetermination of 

entioned Policy other than as above stated 

bac has caused this Endorsement to he affiied with a facsimile of its corporate Kal and to 
uthorized officers in facsimile to become effcciivE as its original seal and signa- and binding 

e OS the countersignature of its duly authorized representative 

Ambnc Assurance Corporation 

Authorized Representative 
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$31,000,000 $35,200,000 
LouisvilleNefferson County LouisvillelJefferson County 

Refunding Bonds Refunding Bonds 

Company Project) Company Project) 

Metro Government, Kentucky 
Environmental Facilities Revenue 

2007 Series A 
(Louisville Gas and Electric 

Metro Government, Kentucky 
Environmental Facilities Revenue 

2007 Series B 
(Louisville Gas and Electric 

Dated: Date of original delivery Due: ,lune 1, 201.3 

The Bonds of each series (individually the "Series A Bonds' 11nd l l i e  'Series B Bonds.' md. collcclivcly. the 'Bonds'') will hc spccial and 
limited obliaations of tlie Luuisvilleilcflerson Coiinty Metro Government. Kentucky (the Issucr'). payable by tlic Issuer solcly from ;rnd secured 
by payments to be rcccived by the Issuer pursumt to separate Laan Agrccnients with 

Louisville Gas and Electric Company 
(tlic "Company"). except tis payable Irom proceeds a[ such Bonds or investment enrninp thereon The Bonds will not constilute general obligations 
of tlie Issuer or a charge ;!gainst the gcncrul credit n r  taxing powers thereof or of tlie Commonwealth of Kentucky or any other pulilical subdivision 
o l  Kentucky 

Pnymcnt of [lie principal of and interest on eacli scrics of Bonds when duc will he insured by scparatc finencial guaranty insurance policies to 
be issued by Ambac Assurzince Corporation ( 'Ambnc Assurnnce" nr  the "Bond Insiircr") simulttincously with llie delivery of the Bonds 

Ambac 
The Bonds of each series arc separate series and thc sale snd delivery of one scrics is not dependent on thc salc and delivery ol thc ntlicr 

series The Bonds of each series will accrue interest from the respective date of original issumcc. will initially be issued in a seven-day Auction 
Pcriod. and will initially bcor inlercst 81 an Auction Rate dctermincd pursu8nt to the Auction Procedures described in Appendix B herelo The l i r t  
Auction will occur on May 3,21107 with suhsequcnt iwt ions occurring encli Thurs&iy unless changed as prflvidcd herein The f i r1  lnlcresl Payment 
Date on the Bonds will be May 4, 2007 and each Fridily thereafter subject to  certain exccptions described herein The Bonds of c a d i  series will 
continue to bcar interest at an Auction R;ite until thcir Convcrsiori tu B diffcrcnl lnlcrcst Rate Mode or until malurily While the Bonds of a serics 
bcar interest ;it the Auction Rate. the Bonds o l  SLICII series will nut be subject to purchase on demnnd of the owners thereof Prospective purckiscrs 
oftlie Bonds should carcfully revicw tlie Auction Procedures and shnuld note that such proccdurcs provide t l ~ a l  ( i) a Bid or Sell Ordcr constitutes B 

commitment to purchasc or sell Bonds baaed upon the results of an Auction, (ii) Auclions will be conducled through telephone cornmimications 
and (iii) scttlemcnt for purchases and SPICS will he made on thc Business Day following ;in Auclioii Bcncficial interests in Bonds bearing interest at 
an Auction Rate may he lransfcrrcd only pursu;inl to it Bid or Sell Order placed in nn Auction or to or tlirough a Brokrr-Deder See Summary of 
tltc Uonds-Broker-Dealer. umm;iry of the Bonds-Certain Considcmlions Alfecling Auction Rate Secoritics." "Sunimary of the Bonds- 
Summary of Certain Provisions ofthc Bonds" and "Appendix %Auction Procedures '' 

PRICE: IOU% 
The bonds will he secured salcly hy payments tu he made hy lhc Company under thc L m n  Agreement, which will hc an unsecured gcncral 

uhligatinn nf the Company. imd will rnnk ,tu a parity with lither unsecured indchtedness of lllc Company. The Company will coycnanl nul IQ incur, 
assume orguarnnlce m y  sccurcd isrlelmdncss othcr lhan as permitted in the hinn Agmcmonl. See "Security; Linailalion on Licns." 

The Bonds. when issued. will he regislcrcd in tlic nilme of Cede & Co. ;is registered owner and nomincc for The Depository Trust Company 
( DTC"), New York. New York DTC wi l l  act as securities depositary Purchases of hcnclicial ownership interests in the Bonds bearing interest at 
the Auction Rate will he made in book-entry only form in denominutions of $25,000 and integral multiples thcreof I'urchsscrs will not receive 
certificates representing their hrncficial interests in tlie Bonds See the inform;ition contained under thc caption 'Summary of thc Bonds- 
Book-Ently-Only Systcm" lhcrein Thc principal of. premium. il any. and interest on the Bonds will bc paid by Deutsohe Bank Trust Company 
Americas. as Trustee, to Cede Si Cu.. as Ihng as Cedc & GI is  the registered owner of l l i c  Bonds Disbursement of such payments to  the DTC 
Porlicipants is the responsibility 01 DTC. and disbursement of such payments to the purchasers of beneficial ownership interests is thc responsibility 
of DTC's Direct and lndirccl Participanls. as more fully described herein 
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JPMorgan Morgan Stanley 
Dated: April 18.2007 





No dealer, broker, salesman or other person has been authorized by the Issuer, the 
Company or the Underwriters 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 upoii as having been authorized by any of 
the foregoing. The Underwriters have provided the following sentence for inclusion in this 
Official Statement. The Underwriters have reviewed the information i n  this Official Statement 
in  accordance with, and as part of, their responsibilities to investors tinder the federal securities 
laws as applied to the facts and circumstances of this transaction, but the Underwriters do 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 Issuer has consented to the use of this Official Statement in connection with the 
initial issuance and sale of the Bonds, the Issuer does not nialce 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 Issuer.” 

In connection with the offering of the Bonds, the Underwriters may over-allot or 
effect transactions which stabilize or maintain the marltet prices of such Bonds at levels 
above those which might otherwise prevail in the open marltet. Such stabilizing, if 
commenced, may be discontinued at any time. 

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR 
OWN EXAMINATION OF THE ISSUER, TI-IE COMPANY, THE BOND INSURER AND 
THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. 
THESE SECURITIES HAVE NOT BEEN RECOMME.NDED BY ANY FEDERAL. OR 
STATE SECIJRITIES COMMISSION OR REGUL.ATORY AUTHORITY. FURTHERMORE, 
THE FORE.GOMG AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR 
DETERM1NE.D THE ADEQUACY OF THIS DOCUMENT. ANY REPRESE.NTATION TO 
THE. CONTRARY IS A CRIMINAL OFFENSE. 
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OFFICIAL STATEMENT 

$31,000,000 
Louisville/Jefferson County 

Metro Government, Kentucky 
Environmental Facilities Revenue 

Refunding Bonds 
2007 Series A 

(Louisville Gas and Electric 
Company Project) 

$35,200,000 
Louisville/.Jefferson County 

Metro Government, Kentucky 
Environmental Facilities Revenue 

Refunding Bonds 
2007 Series B 

(Louisville Gas and Electric 
Company Project) 

Introductory Statement 

This Official Statement, including the cover page and Appendices, is provided to furnish 
information in connection with the offer and sale by the Louisville/Jeffersoii County Metro 
Government, Kentucky (the “Issuer”) of (i) its Environmental Facilities Revenue Refunding 
Bonds, 2007 Series A (L,ouisville Gas and Electric Company Project), in the aggregate principal 
amount of$31,000,000 (the “Series A Bonds”) to be issued pursuant to an Indenture of Trust 
dated as of March 1, 2007 (the “Series A Indenture”) between the Issuer and Deutsche Bank 
Trust Company Americas (tlie “Series A Trustee”), as Trustee, Paying Agent and Bond Registrar 
and (ii) its Environmental Facilities Revenue Refunding Bonds, 2007 Series B (Louisville Gas 
and Electric Company Project), in the aggregate principal amount of $35,200,000 (the “Series B 
Bonds” and, collectively with the Series A Bonds, the “Bonds”) to be issued pursuant to an 
Indenture ofTrust dated as of March 1, 2007 (the “Series B Indenture” and, collectively with the 
Series A Indenture, the “Indenture”) between the Issuer and Deutsche Bank Trust Company 
Americas (the “Series B Trustee” and, collectively with the Series A Trustee, the “Trustee”), as 
Trustee, Paying Agent and Bond Registrar. 

Pursuant to separate Loan Agreements by and between L.ouisville Gas and E.lectric 
Company (the “Company”) and the Issuer, dated as of March I ,  2007 (each, a “Loan 
Agreement”), proceeds from the sale of the Bonds, other than accrued interest, if any, paid by tlie 
initial purchasers thereof, will be loaned by the Issuer to the Company. The Loan Agreements 
are separate undertakings by and between the Company and the Issuer. 

The proceeds ofthe Series A Bonds (other than any accrued interest) will be applied in 
full, together with other funds made available by the Company, to pay and discharge all of the 
$3 1,000,000 outstanding principal amount of “County of Jefferson, Kentucky Pollution Control 
Revenue Bonds, 1992 Series A (Louisville Gas and Electric Company Project) dated September 
17, 1992 (the “1992 Bonds”), previously issued by the Issuer to refinance certain air pollution 
control facilities (the “Series A Project”) owned by the Company. The proceeds of the Series B 
Bonds (other than any accrued interest) will be applied in full, together with other funds made 
available by the Company, to pay and discharge $35,200,000 outstanding principal amount of 
County of Jefferson, Kentucky Pollution Control Revenue Bonds, 199.3 Series A (Louisville Gas 
and Electric Company Project) dated August 31, 1993 (the “1993 Bonds”), previously issued by 



the Issuei. to finance certain air and water pollution control and solid waste disposal facilities (the 
“Series B Project”) owned by the Company,. ! 

It is a condition to the Underwriters’ obligation to purchase the applicable series of Bonds 
that the Company irrevocably instruct the trustee in respect ofthe 1992 Bonds and the 1993 
Bonds, as the case may be, on or prior to the date of issuance of the Bonds, to call the 1992 
Bonds and the 1993 Bonds, as the case may be, for redemption. 

The Company is an operating subsidiary ofE.ON U S .  LLC (formerly known as LG&E 
Energy LLC) and E.ON AG (the “Parents”). See “Appendix A - The Company.” The Parents 
will have no obligation to inalce any payments due under. the Loan Agreement or any other 
payments of principal, interest, premium or purchase price of the Bonds. 

‘The Company will repay the loan under the applicable Loan Agreement by malting 
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 ofthe 
Loan Agreement - General.” Pursuant to the applicable Indenture, the Issuer’s rights under the 
applicable Loan Agreement (other than with respect to ceutain indemnification and expense 
payments) will be assigned to the applicable Tiustee 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 ofthe Bonds - Remarlceting and Purchase of Bonds.” 

The Bonds are special and limited obligations of tlie Issuer and the Issuer’s 
obligation to pay tile principal of and interest and any premium on, and purchase price of, 
the 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 Issuer, the Commonwealth of Kentucky or any political subdivision 
thereof. 

Anibac 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 ofnonpayment 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 of Taxability as hereinafter described) or other advancement of maturity. Certain I 

2 



information with respect to tlie Bond Insurance Policy and tlie Bond Insurer is included in this 
Official Statement, See “The Bond Insurance Policy and tlie Bond Insurer” and Appendix D, So 
long as tlie Bond Iiisurer is not in default under the Bond Insurance Policy, the applicable 
Indenture and applicable Loan Agreement may not be ainended or supplemented, if sucli action 
requires tlie consent or approval of the Bondholders, without tlie prior written consent of the 
Bond Insurer. IJpoti tlie occurence of an E.veiit of Default under the Indenture, Ambac 
Assurance will be entitled to control and direct tlie enforcement of all rights and remedies 
granted to tlie applicable Bondholders or tlie applicable Trustee. See “Summary of the Indenture 
- Rights of Bond Insurer.” 

Each series of Bonds initially will bear interest at an Auction Rate accruing from tlie 
applicable date of original issuance of sucli series of Bonds (the ‘‘Issue Date”). Thereafter, while 
tlie Bonds bear interest at an Auction Rate, tlie rate of interest, which will not exceed the 
Maximum Rate (as defined herein), will be determined pursuant to tlie Auction Procedures on 
tlie Business Day preceding tlie first day of tlie related Auction Period by the Auction Agent and 
will reinain in effect until the elid of tlie Auctioii Period The initial Auction Rate for each series 
of Bonds will be established by the Underwriters on or prior to tlte Issue Date. The first Auction 
shall occur on May .3,2007 with subsequent auctioiis occurring each Thursday unless changed as 
provided lierein., The first Interest Payment Date will be May 4, 2007 and each Friday thereafter 
subject to certain exceptions described herein. See “Appendix B - Auction Procedures,” 

Deutsche Bank Trust Company Americas will be appointed Auction Agent under the 
applicable Indenture, Its corporate trust oftice is at 60 Wall Street, 27”‘ Floor, Mailstop 
NYC 60-2715, New Yorlt, New Yorlt 10005, Attention: Auction Desk. The Auction Agent may 
be removed or replaced by tlie Company in accordance with the terms of the applicable 
Indenture. 

.J,P. Morgan Securities Inc. and Morgan Stanley & Co. Incorporated will be appointed as 
Broker-Dealers with respect to the Bonds on tlie Issue Date. One or more other Broker-Dealers 
may be appointed, and any Broker-Dealer may be removed or replaced, by tlie Company. 

J.P. Morgan Securities Iiic, and Morgan Stanley & Co. Incoiporated will each be 
appointed under the applicable Indenture to serve as Remarltetiiig Agents for tlie Bonds. Any 
Remarketing Agent may resign or be removed and a successor Remarltetiiig Agent inay be 
appointed in accordance with tlie terms of the applicable Indenture and the applicable 
Remarlceting Agreement for the Bonds between tlie Reiiiarltetiiig Agents and tlie Company. 

Brief descriptions of the Company, the Issuer, the Bonds, the Loan Agreement, and the 
Indenture are included in this Official Statement Such descriptions and information do iiot 
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 tlie 
documents are qualified in their entirety by reference to such documents, and references herein 
to tlie Bonds are qualified in their entirety by reference to tlie definitive form thereof included iii  

the Indenhire. Copies of tlie L.oan Agreements and the Indentures will be available for 
inspection at tlie principal corporate trust office of the Trustee and, until tlie issuance of tlie 
Bonds, may be obtained from the Underwriters. Ceitain information relating to The Depository 
Trust Company (“DTC”) and tlie book-entry-only system has been furnislied by DTC. 
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Appendix A to this Oftkial Statement and all information contained under the headings “The 
Projects” and “Use of Proceeds” has been furnished by the Company. The Issuer and Bond 
Counsel assume no responsibility for the accuracy or completeness of such Appendix A or such 
information. Appendix B to this Official Statement contains a description of the Auction 
Procedures. Appendix C to this Official Statement contains the proposed forms of opinion of 
Bond Counsel to be delivered in connection with the issuance and delivery of the Bonds. 
Appendix D to this Official Statement contains the proposed form of Bond Insurance Policy to 
be issued by Ambac Assurance in connection with the issuance and deliveiy ofthe Bonds. 
Appendix E to this Official Statement contains a description of certain provisions applicable to 
tlie Bonds while bearing interest at a Flexible Rate, a Variable Rate (as hereinafter defined) or a 
Long Term Rate. 

The Issuer 

The Issuer is a public body corporate and politic duly created and existing as a political 
subdivision under the Constitution and laws of tlie Commonwealth of Kentucky. ‘The Issuer is 
authorized by Chapter 67C and Sections 103.200 to 103.285, inclusive, of the Kentucky Revised 
Statutes (collectively, the “Act”) to (a) issue tlie Bonds and pay and discharge the 1992 Bonds 
and tlie 1993 Bonds, (b) lend tlie proceeds front the sale of such Bonds to the Company for such 
purpose and (e) enter into and perform its obligations under tlie Loan Agreements and tlie 
Indentures. The Issuer, through its legislative body, the Metro Government Legislative Council, 
bas adopted one or more ordinances authorizing tlie issuance ofthe Bonds and the execution and 
delivery of the related documents 

‘THE BONDS ARE SPECIAL AND LIMITED OBLIGATIONS PAYABLE SOLELY 
AND ONLY FROM CERTAIN SOURCES, INCLUDING AMOUNTS ‘To BE REC.EIVED BY 
OR ON BEHALF OF ‘THE ISSUER UNDER 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 ISSUER, THE 
COMMONWEALTH OF KENTUCKY OR ANY POLITICAL SUBDIVISION ‘THEREOF, 
AND WILL NOT GIVE RISE TO A PECUNIARY LIABILITY OF ‘THE ISSUER OR A 
CHARGE AGAINST [TS GENERAL CREDIT OR TAXING POWERS. 

The Projects 

Series A Project 

‘The Series A Project has been completed. ‘The Series A Project consists of certain air 
pollution control facilities in  connection with the Mill Creek and Cane Run Stations of the 
Company situated in  Jefferson County, Kentucky. Major components of the Series A Project 
include the acquisition, construction, installation and equipping of electrostatic precipitators and 
sulphur dioxide removal systems serving generating units at the two generating stations. 

The Natural Resources and Environmental Protection Cabinet of tlie Commonwealth of 
Kentucky and tlie Air Pollution Control District of Jefferson County, the agencies exercising 
jurisdiction with respect to tlie Series A Project, have each previously certified that the Series A 
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Project, as designed, is in  furtherance of tlie purpose of controlling atniosplieric pollutants or 
contaminants. 

Series B Pro,ject 

Tlie Series B Project has been completed., Tlie Series B Project consists of certain air and 
water pollution control and solid waste disposal facilities in connection with the Mill Creek and 
Can Run Stations of the Company situated in Jefferson County, Kentucky., Major components of 
tlie Series B Project include the acquisition, construction, installation and equipping of 
electrostatic precipitators, sulphur dioxide removal systems, an ash retention and disposal basin, 
sludge pr’ocessing facilities, solid waste disposal facilities and a ineclianical draft cooling tower 
seIving generating units at the generating stations. 

The National Resources and Environniental Protection Cabinet of tlie Commonwealth of 
Kentucky and tlie Air Pollution Control District ofJefferson County, the agencies exercising 
jurisdiction with respect to tlie Sei’ies B Project, have each previously certified that tlie Series B 
Project, as designed, is in  furtlieraiice of tlie purpose of controlling atmospheric and water 
pollutants or contaminants, 

Use of Proceeds 

Tlie proceeds from the sale of each series of Bonds (exclusive of accrued interest, if any) 
will be used, togetlier with funds to be provided by the Company, to pay and discharge, at a 
redemption price of 100% of tlie principal amount thereof plus accrued interest, ail of tlie 
outstanding 1992 Bonds and 1993 Bonds, as the case may be, on tlie date of issuance of tlie 
applicable Bonds. Tlie 1992 Bonds bear interest at a variable rate of interest per annum and 
mature on September 1, 2017. For the twelve months ended December 3 1,2006, the weighted 
average interest rate on the 1992 Bonds was 3.53%. The 1993 Bonds bear interest at a variable 
rate of interest per annum and mature on August 15, 2013. For the twelve months ended 
December 3 1,2006, tlie weighted average iiiterest rate on the 1993 Bonds was 3.49%. 

Separate Series 

Tlie Series A Bonds and the Series B 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 Series A Bonds and 
the Series B Bonds, however, are separate series and tlie sale and delivery of one series is not 
dependent on tlie sale and delivery of tlie other series. In addition, optional or mandatory 
redemption of either the Series A Bonds or tlie Series B Bonds may be made i n  tlie manner 
described below without tlie redemption of tlie other series, Similarly, a default under one of tlie 
series of Bonds or L.oan 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 lnter,est Rate 
Mode different from the Interest Rate Mode borne by the other series of Bonds. Unless 
specifically otherwise noted, tlie following discussion under tlie captions “Summary of tlie 
Bonds,” “Security; Limitation of Lkns,” “The Bond Insurance Policy and the Bond Insurer,” 
“Summary of tlie L,oan Agreement,” “Summary of tlie Indenture,” “Enforceability Of 
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Remedies,” “Tax Treatment,” “Continuing Disclosure” and “Appendix B - Auction Procedures” 
applies equally, but separately, to the Series A Bonds and the Series B Bonds, 

As used under such captions with respect to the Series A Bonds, the term “Project” shall 
mean the Series A Project, the term “Bonds” shall ineaii tlie Series A Bonds, tlie term “Loan 
Agreement” shall mean tlie Loan Agreement pursuant to which the Issuer will loan the proceeds 
fTom the sale of the Series A Bonds to tlie Company, the term “Indenture” shall mean the Series 
A Indenture, and the term “Trustee” shall mean the Series A ‘Trustee,. 

As used under such captions with respect to the Series B Bonds, the term “Project” shall 
mean the Series B Project, the term “Bonds” shall mean the Series B Bonds, the term “Loan 
Agreement” shall mean tlie Loan Agreement pursuant to which the Issuer will loan tlie proceeds 
from the sale of tlie Series B Bonds to tlie Company, tlie term “Indenture” sliall mean the Series 
B Indenture, and the term “Trustee” sliall mean the Series B ‘Trustee. 

Summary of the Bonds 

General 

The Bonds will be issued in tlie aggregate principal amount set forth on tlie cover page of 
this Official Statement and will mature on June 1, 2033, The Bonds are also subject to 
redemption prior to maturity as described herein,. 

From and after the date ofthe issuance and delivery ofthe Bonds, tlie 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 the Bonds are (i) the “Flexible Rate,” (ii) the 
“Daily Rate,” (iii) tlie “Weelcly Rate,” (iv) the “Semi-Annual Rate,” (v) the “Aiinual Rate,” (vi) 
the “Long Term Rate” and (vii) the “Auction Rate.” Tlie Daily Rate, Weekly Rate, Semi-Annual 
Rate and Annual Rate are collectively referled to herein as “Vai.iable Rates.’’ Changes in tlie 
Interest Rate Mode will be effected, and notice ofsucli changes will be given, as described below 
in “Conversion of Interest Rate Modes.” 

?he Bonds initially will beat. 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 tlie 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 tlie Underwriters on or prior to the Issue Date. Tlie first Auction will occur 011 May 3,2007 
with subsequent auctioiis occurring each Thursday unless changed as provided herein The first 
Interest Payment Date will be May 4,2007 and each Friday thereafter, subject to certain 
exceptions described herein. See “Appendix B - Auction Procedures.” 

Ktliere 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 of the Bonds may not be able to sell some 
or all of their Bonds at that time. The relative buying and selling interest of market participants 
in tlie Bonds and in tlie 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 
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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 instruments, the 
accounting treatment accorded auction rate securities, including recent clarifications of U,  S. 
generally accepted accounting principles relating to the treatment of the Bonds, reactions to 
regulatory actions or press reports, financial reporting cycles and marltet sentiment generally. 
Shifts of demand i n  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 p& 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,” “Brolcer-Dealers” 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 in that Interest Rate Mode, and Flexible Rate Periods for 
Bonds accruing interest at a Flexible Rate, will be determined by the Rernarketing Agents in 
accordance with the Indenture; provided that the interest rate or rates borne by any Bonds may 
not exceed the lesser of (i) tlie maximum interest rate permitted by applicable law or (ii) 15% per 
annuni 

Interest on tlie Bonds which bear interest at an Auction Rate for an Auction Period of 180 
days or less will be computed on the basis o f 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 computed 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, 
Annual Rate, Long 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 30-day months. Interest 
payable on any Interest Payment Date will be payable to tlie registered owner of tlie Bond as of 
tlie Record Date for such payment; provided that in the case of Bonds bearing interest at tlie 
Flexible Rate, interest will he payable to the registered owner of such Bond on the Interest 
Payment Date therefor., The Record Date, in the case of interest accrued at an Auction Rate, will 
be the close of business 011 tlie 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 of business 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 the close of business 
on tlie fifteenth day (whether or not a Business Day) of the 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 tlie book-entry-only system, DTC or its 
nominee will be the registered owner or holder of tlie Bonds for all puiposes of the Indenture, the 
Bonds and this Official Statement. See “Summaiy of the Bonds - Book-Entry-Only System’’ 
below, Individual purchases of book-entry interests in  the Bonds will be made i n  



book-entry-only fom in (i) denominations of$25,000 and integral multiples thereof, i f  bearing 
interest at the Auction Rate, (ii) denonlinations of$100,000 or any integral multiple thereof; if 
bearing interest at the Daily Rate or the Weekly Rate, (iii) denominations of$lOO,O00 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-Annual 
Rate, the Annual Rate or tlie Long ‘Tenn Rate. 

Except as otherwise described below for Bonds held in  DTC’s book-entry-only system, 
tlie principal or redemption price ofthe Bonds is payable at tlie designated corporate trust office 
in New York, New York, of the Trustee, as paying agent (the “Paying Agent”). Except as 
otherwise described below for Bonds held in DTC’s book-entry-only system, interest on the 
Bonds is payable by check mailed to the owner ofrecord; provided that interest payable on each 
Bond will be payable in immediately available fuiids by wire transfer within tlie continental 
United States or by deposit into a bank account maintained with the Paying Agent (i) if the 
Interest Rate Mode is the Auction Rate, tlie Daily Rate, tlie Weekly Rate or tlie Flexible Rate, or 
(ii) at tlie written request of any owner of record liolding at least $1,000,000 aggregate principal 
amount of the Bonds, ifthe Interest Rate Mode is the Semi-Annual Rate, Annual Rate or Long 
Term Rate, received by tlie 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 hook-entry-only system, if 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 ofotlier 
authorized denominations upon surrender of such Bonds at tlie principal office of tlie Bond 
Registrar, accompanied by a written instrument of transfer or authorization for exchange i n  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, tlie Bond 
Registrar will not be required to register tlie 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 tlie Bonds bear interest at the Auction Rate, the Bonds will not be subject to 
purchase on demand of tlie 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 tlie Tender Agent for purchase at tlie times and in the manner described herein under 
“Mandatory Purchases of Bonds” and in Appendix E. So long as tlie Bonds are held in  DTC’s 
book-entry-only system, the Trustee will act as Tender Agent under the Indenture. Any 
successor ‘Tender Agent appointed pursuant to tlie Indenture will also be a Paying Agent. 
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Remarketing Agents 

J.P. Morgan Securities lnc. and Morgan Stanley & Co Incorporated will act as the 
Reniarlceting Agents with respect to the Bonds (the “Reniarlceting Agents”). Each of the 
Remarketing Agents (i) inay 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, tlie 
Remarketing Agents, the Trustee and the Tender Agent, and (iii) may resign i n  accordance with 
the Remarketing Agreement upon sixty days’ notice. 

Broker-Dealers 

Each Auction requires the participation of one or more Broker-Dealers. The Auction 
Agent will enter into separate Brolccr-Dealer Agreements with J.P,. Morgan Securities Inc., and 
Morgan Stanley & Co. Incorporated, as initial Brolcer-Dealers (the “Brolter-Dealers”). Tlie 
Auction Agent may, with the consent of the Company, enter into siiiiilar agreements with one or 
more additional Broker-Dealers which provide for the participation of such Broker-Dealers i n  
Auctions In the Brokei,-Dealer Agreements, the Broker-Dealers agree to handle customers’ 
orders in  accordance with their duties under applicable securities laws and rules 

Certain Considerations Affecting Auction Rate Securities 

Role of Brolcer-Deoler. Tlie Broker-Dealers have been appointed by tlie issuers or 
obligors of various auction rate securities to serve as a dealer in the auctions for those securities 
and are paid by the issuers for their services. The Broker-Dealers receive 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 in such auctions. 

Tlie Broker-Dealers are designated in  the Broker-Dealer Agreements as the Broker- 
Dealers to contact Existing Holders and Potential Holders and solicit Bids (as such ternis are 
defined lierein) for the Bonds. Each Broker-Dealer will receive Broker-Dealer fees from tlie 
Company with respect to the Bonds sold or successfully placed through i t  in Auctions. Each 
Broker-Dealer may share a portion of such fees with other dealers tliat submit Orders through it 
that are filled in the Auction. 

Bidding. bv Broker-Denlers. The Broker-Dealers are permitted, but not obligated, to 
submit Orders in Auctions for their own accounts either as a Bidder (as defined herein) or a 
Seller (as defined herein) and routinely do so in the auction rate securities market in their sole 
discretion. If  a Broker-Dealer submits an Order (as defined herein) for its own account, i t  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 Brolcer-Dealers are 
appointed and paid by the Company to serw as Broker-Dealers in the Auction, the Broker- 
Dealers’ interests in  serving as a Broker-Dealer i n  an Auction may differ from those of Existing 
Holders and Potential Holders who participate in Auctions. See “Role olBrolcer-Dealer.” A 
Broker-Dealer would not have knowledge of Orders submitted to the Auction Agent by any other 
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firm that is, or may i n  the future be, appointed to accept Orders pursuant to a Broker-Dealer 
Agteenien t. 

Where a Broker-Dealer is the only Broker-Dealer appointed by the Company to serve as 
the Broker-Dealer in the Auction, it would be the only Broker-Dealer that submits Orders to the 
Auction Agent in that Auction. As a result, in such circumstances, such Brolter-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-Dealers may routinely place one or more Bids in an Auction for their own 
account to acquire the Bonds for their respective inventory, to prevent an “Auction Failure” 
(which occurs i f  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- 
Dealers believe does not reflect the market for the Bonds. A Broker-Dealer may place such Bids 
even after obtaining knowledge of some or all ofthe other Orders submitted through it. When 
bidding in an Auction for its own account, a Broker-Dealer also may bid inside or outside the 
range ofrates that i t  posts in its Price ‘Talk See “Price Tdk.” 

The Broker-Dealers routinely encourage bidding by others in auctions generally for. 
which they serve as broker-dealer, The Broker-Dealers also may encourage bidding by others in 
Auctions, including to prevent an Auction Failure or to prevent an Auction fiom clearing at a 
rate that the Broker-Dealers believe does not reflect the market for the Bonds. A Broker-Dealer 
may encourage such Bids even after obtaining knowledge of some or all of the other Orders 
submitted through it. 

Bids by the Broker-Dealers or by those they may encourage to place Bids are likely to 
affect (i) the Auction Rate - including preventing the Auction Rate fkom being set at the 
Maximum Rate or otherwise causing Bidders to receive a lower rate than they might have 
received had the Broker-Dealers 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-Dealers had not bid or 
encouraged others to bid. Because ofthese 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-Dealers are 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 
fkom clearing at a rate the Broker-Dealers believe does not reflect the market for the Bonds,. 
Investors should not assume that the Broker-Dealers 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- 
Dealers or by those they may encourage to place Bids may cause lower Auction Rates to occur. 

The statements herein regarding bidding by a Broker-Dealer apply only to a 
Broker-Dealer’s auction desk and any other business units of such Broker-Dealer that are 
not separated from tlie auction desk by an information barrier designed to limit 
inappropriate dissemination of bidding information. 
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I n  any particular Auction, if all outstanding Bonds are tlie sub,ject of Submitted Hold 
Orders, tlie Auction Rate for tlie next succeeding Auction Period will be the All Hold Rate (as 
defined herein) (such a situation is called an “All IHold Auction”) 

I f a  Broker-Dealer holds any Bonds for its own account on an Auction Date, it is sucli 
Broker-Dealer’s practice to submit a Sell Order into tlie Auction with respect to such Bonds, 
which would prevent that Auction from being an All Hold Auction. A Brolter-Dealer may, but is 
not obligated to, submit Bids for its own account i n  that same Auction, as set fortli above,, 

“Price Talk. ” Before tlie start of an Auction, a Broker-Dealer may, in its discretion, 
malte available to its customers who are Existing Holders and Potential Holders such Broker- 
Dealer’s good faith judgment of the range of liltely clearing rates for tlie Auction based on 
marltet and other information. This is known as “Price Talk.” Price Talk is not a guaranty that 
the rate established through tlie Auction will be within tlie Price Talk, and Existing Holders and 
Potential Holders are fiee to use it or ignore it., A Brolter-Dealer may occasionally update and 
change the Price Talk based on changes i n  credit quality or macroeconomic factors that are liltely 
to result in a change i n  interest rate levels, such as an annouiiceiiient by the Federal Reserve 
Board of a change in the Federal Funds rate or an announcement by the Bureau of Labor 
Statistics of uneniploynient numbers. Potential Holders should conlirni with a Broker-Dealer the 
manner by which such Broker-Dealer will coinniunicate such Price Talk and any changes to the 
Price Talk. 

“A//-or-Nothiiip” Bids. The Broker-Dealers will not accept “all-or-nothing” Bids (ix. ,  
Bids whereby tlie Bidder proposes to reject an allocation smaller tlian the entire quantity bid) or 
any other type of Bid that allows tlie Bidder to avoid auction procedures that require tlie pro rata 
allocation of Bonds where there are not sufficient Sell Orders to fil l  all bids at tlie clearing rate.. 

No Awirmces  Xevarzlirip Azrctiori Oirtcoriies. The Broker-Dealers provide no assurance 
as to tlie outcome of any Auction. Tlie Broker-Dealers also do 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 tlie 
Auction Rate on any Bonds purchased or retained in tlie Auction may be lower tlian market rate 
for similar investments. 

The Brolter-Dealers will not agree before an Auction to buy Bonds from or sell Bonds to 
a customer after tlie Auction. 

Dendiries. E.ach particular Auction lias a forrnal deadline by wliicli all Bids must be 
submitted by the Broker-Dealers to tlie Auction Agent. This deadline is called tlie “Submission 
Deadline.’’ To provide sufficient time to process and submit customer Bids to the Auction Agent 
before the Submission Deadline, the Broker-Dealers impose an earlier deadline - called the 
“Broker-Dealer Deadline” - by wliicli their Bidders must submit Bids to the Brolter-Dealers. 
Tlie Broker-Dealer Deadline is subject to change by a Broker-Dealer. Potential Holders should 
consult with a Broker-Dealer as to its Broker-Dealer Deadline. A Broker-Dealer niay allow for 
correction of clerical errors after the Broker-Dealer Deadline and prior to the Submission 
Deadline. A Broker-Dealer niay submit Bids for its own account at any time until the 
Submission Deadline and niay cliange Bids it lias submitted for its own account at any time until 



tlie Submission Deadline, The Auction Procedures provide that until one hour after tlie Auction 
Agent completes tlie dissemination of the results of an Auction, new Orders can be submitted to 
tlie Auction Agent if such Orders were received by tlie Broker-Dealer or generated by the 
Broker-Dealer for its own account prior to the Submission Deadline and tlie failure to submit 
such Orders prior to tlie Submission Deadline was the result of force majeure, a technological 
failure or a clerical error. In  addition until one hour after the Auction Agent cor~lpletes the 
dissemination ofthe results of an Auction, a Brolcer-Dealer may inodifL or withdraw an Order 
submitted to tlie Auction Agent prior to tlie Submission Deadline if the Broker-Dealer 
determines that such Order contained a clerical ei’ror. In the event of such a submission, 
modification or withdrawal tlie Auction Agent will rerun tlie Auction, i f  necessary, taking into 
accotint such submission, modification or withdrawal. 

Exisiinp Holder’s Aliilitv io Resell Atrciioti Raie Securiiies Mnv Be Liriiiied. An Existing 
Molder may sell, transfer or dispose o f 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 a 
Broker-Dealer. 

Existing Holders will be able to sell all ofthe Bonds that are the subject of their 
submitted Sell Orders only i f  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 “Biddinrr hi Broker-Dealers”), tlie Broker- 
Dealers 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 of the 
Broker-Dealers bidding in the Auction for their own accounts 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-Dealers were unable or 
unwilling to bid. 

Between Auctions, there can be no assurance that a secondary marlcet for the Bonds will 
develop or, i f  it does develop, that it will provide Existing Holders the ability to resell tlie Bonds 
on tlie terms or at the times desired by an Existing Holder. The Broker-Dealers may, in their 
own discretion, decide to buy or sell tlie Bonds in the secondary market for their own accounts 
from or to investors at any time and at any price, including at prices equivalent to, below, or 
above par for the Bonds,. However, tlie Broker-Dealers are 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. 

If an Existing Holder purchased a Bond through a dealer which is not a Brolter-Dealer for 
the Bonds, such Existing Holder’s ability to sell its Bond may be affected by tlie continued 
ability of its dealer to transact trades for the Bonds through a Brolcer-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 tlie Bonds 
(whether related to credit, liquidity or any other risk), the tax or accounting treatment accorded 
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the Bonds (including U S .  generally accepted accounting principles as they apply to tlie 
accounting treatment of auction rate securities), reactions of market participants to regulatory 
actions (such as those described in “Secrrrifies arid Exchaiiee Corrirriissiori Settlerizeiits,” below) 
or press reports, financial reporting cycles and market conditions generally. Demand for the 
Bonds niay change without warning, and declines in demand niay be short-lived or continue foi 
longer periods. 

Resieriatiori of the Airciiori Areiit 01’ the Broker-Dealer Could Itriuoct i/7e Abiliiv io Hold 
Azrctioiis. The Auction Agreement provides that the Auction Agent niay 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, tlie initial Broker- 
Dealers and tlie Issuer and does not require, as a condition to the effectiveness of such 
resignation, that a replacement Auction Agent be i n  place if its fees have not been paid. Tlie 
Brolter-Dealer Agreements provide that the Brolter-Dealers thereunder may resign upon 5 days’ 
notice (provided, however that if the Broker-Dealer is an initial Broker-Dealer, such initial 
Broker-Dealer may not resign or terminate a Broker-Dealer Agreement without first obtaining 
the prior written consent of the Company) and does not require, as a condition to the 
effectiveness of 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 the interest 
rate on the Bonds will be tlie Maximum Rate. 

Secirriiies arid E.xchariee Coiiirizissior7 Seitlerizerits. On May 3 1, 2006, the LI .S. Securities 
and Exchange Commission (the “SEC”) announced that i t  had settled its investigation of fifteen 
firms, including the Broker-Dealers, that participate in tlie auction rate securities market 
regarding their respective practices and procedures in  this market. Tlie 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 Brolter-Dealers agreed to pay civil penalties. 
I n  addition, tlie Broker-Dealers, without admitting or denying tlie SEC’s allegations, agreed to 
provide to customers written descriptions of their material auction practices and procedures, and 
to implement procedures reasonably designed to detect and prevent any failures by the Brolter- 
Dealers to conduct the auction process in accordance with disclosed procedures. No assurance 
can be offered as to how the settlement niay affect tlie market for auction rate securities or the 
Bonds. 

In addition, on .January 9, 2007, the SEC announced that it had settled its investigation of 
three banlts, including the Auction Agent, that participate as auction agents in the auction rate 
securities market, regarding tlieir respective practices and procedures in this marltet. Tlie SEC 
alleged in the settlement that the auction agents allowed broker-dealers in  auctions to subinit bids 
or revise bids after the submission deadlines and allowed broker-dealers to intervene in auctions 
in ways that affected the rates paid on tlie auction rate securities., As part oftbe settlement, tlie 
Auction Agent agreed to pay civil penalties. In addition, tlie Auction Agent, without admitting 
or denying tlie 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 and prevent any failures by that Auction Agent to conduct the 
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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 otherwise defined will have the meanings set forth in 
Appendix B, 

“,4nniin/ Pwiod’ means the period beginning on, and including, the Conversion Date to 
the Annual Rate and ending on, 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. 

“Auction Rate” shall have the meaning set forth in Appendix B. 

“Azrctioi? Rate Period’ shall have the meaning set forth i n  Appendix B 

“Bene/kin/ Owi7er” 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 i f  such Bond is not then registered in the name of Cede & Co. 

“Bzrsiiness Day” means any day other than a Saturday or Sunday or legal holiday or a day 
on which banking institutions located in the City ofNew York, New York, or  the New York 
Stock Exchange or banking institutions in the city in which the principal office ofthe Trustee, 
the Bond Registrar, the Tender Agent, the Paying Agent, the Auction Agent, the Company or the 
Remarketing Agents are located are authorized by law or executive order to close, 

“Co/7ver.~io~z” means any conversion from time to time in accordance with the terms of 
the Indenture of the Bonds from one Interest Rate Mode to another Interest Rate Mode. 

“Conver~ioi7 Date” means initially the date of original issuance of the Bonds, and 
thereafter means the date on which any Conversion becomes effective. 

“Dni/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 eliding 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. 

“Flexible Rate” means the Interest Rate Mode for the Bonds in which the interest rate fox 
each Bond is determined witit respect to such Bond during each Flexible Rate Period applicable 
to that Bond, as provided in the Indenture. 

“F/exib/e 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. 
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“hierest Pqyiie/it Dare” nieans (i)  if the Interest Rate Mode is the Daily Rate or the 
Weekly Rate, tlie first Business Day of each calendar month, (ii) i f  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) if the Interest Rate Mode is 
the Semi-Annual Rate, the Annual Rate or the L.ong Term Rate, June 1 and December 1, and, in 
the case of tlie Long Term Rate, also the Conversion Date or the effective date of a change to a 
new Long Term Rate Period; (iv) if the Interest Rate Mode is the Auction Rate (a) for any 
Auction Period other tlian a daily Auction Period or a Flexible Auction Period, the Business Day 
immediately following such Auction Period, (b) for a daily Auction Period, tlie first Business 
Day of tlie 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 nior’e days, each serniannual date on which interest 
on tlie Bonds would be payable if 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, tlie Conversion Date (including tlie date of a failed Conversion) or the effective date of a 
change to a new L.ong Term Rate Period for such Bond in any case, the final Interest Payment 
Date will be the maturity date of the Bonds. 

‘%i/ere,s/ Period’ means for a11 Bonds (or for any Bond if the Interest Rate Mode is tlie 
Flexible Rate) tlie period from and including each Interest Payment Date to and including tlie 
day immediately preceding the next Interest Payment Date, provided, however that the first 
Interest Period for the Bonds will begin on (and include) tlie date of issuance of the Bonds and 
tlie final Interest Period will end on lune 1, 2033. 

“‘ l i7fe~st  Rate Moo%” nieans the Auction Rate, the Flexible Rate, the Daily Rate, the 
Weekly Rate, the Semi-Annual Rate, the Annual Rate and the Long Term Rate 

“Lor7g Term Rate Period” means any period established by the Company as hereinafter 
set forth under “Appendix E - Summary of Certain Provisions ofthe Bonds while Bearing 
Interest at a Flexible Rate, a Variable Rate or a Long Temi Rate - Determination of lnterest 
Rates for Interest Rate Modes - Lorip Term Rates amlLor7p Tern Rate Periods” and beginning 
on, and including, the Conversion Date to the Long Term Rate and ending on, and including, the 
day preceding the last Interest Payment Date for such period and, thereafter, each successive 
period of tlie same duration as the L.ong Term Rate Period previously established until the day 
preceding the earliest of the change to a different L,ong Term Rate Period, the Conversion to a 
different lnterest Rate Mode or the maturity of the Bonds. 

“Maxirnzm~ Role” means the lesser of (i) tlie maximum interest rate permitted by 
applicable law or (ii)  15%. 

“Prevailing illor-/ret Coi7di/ioris” means, without limitation, the following factors: existing 
short-term or long-term market rates for securities, the interest on which is excluded from gross 
income for fedem1 income tax purposes; indexes of such short-term or long-term rates and the 
existing inarltet supply and demand for securities bearing such short-term or long-temi rates; 
existing yield curves for short-term or long-term securities for obligations of credit quality 
comparable to the Bonds, the interest on which is excluded from gross income for federal inconie 
tax purposes; general economic conditions; industry economic and financial conditions that may 
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affect or be relevant to the Bonds; and such other facts, circumstances and conditions as the 
Remarketing Agents, in their sole discretion, determine to be relevant. 

“Pwchnse Date” nieans any date on which Bonds are to be purchased on the demand of 
the registered owners thereof or are subject to mandatory purchase as described in  the Indenture, 

“Seii~i-A/zmn/ Rate Per’iod’ means any period beginning on, and including, the 
Conversion Date to the Semi-Annual Rate, and ending on, and including, the day preceding the 
first Interest Payment Date thereafter and each successive six-month period thereafter beginning 
on and including an Interest Payment Date and ending on and including the day next preceding 
llie next Interest Payinent Date until the day preceding the earlier of the Conversion to a different 
Interest Rate Mode or the maturity ofthe Bonds, 

“Wee/c/v Rnie Period’ means the period beginning on, and including, the Conversion 
Date to the Weekly Rate, and ending on, and including, the next ‘Thursday, and thereafter the 
period beginning on, and including, any Friday and ending on, and including, the earliest of the 
next ‘Thursday, the day preceding the Conversion to a different Interest Rate Mode or the 
inahirity of the Bonds. 

Summary of Certain Provisions of the Bonds 

The Bonds initially will bear interest at an Auction Rate accruing fiom the Issue Date, at 
a rate established by the Underwriters on or prior to the 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 the 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 the Initial 
Period (as defined herein), the Bonds will be in a seven-day Auction Period. During any Auction 
Period, the Bonds may be converted among flexible, daily, seven-day, 28-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 the rate of interest per annum determined and certified to the 
Trustee (with a copy to the Bond Registrar, Paying Agent and the Company) by the initial 
Broker-Dealer on a date not later than the effective date of such conversion or the date ofsuch 
mandatory purchase, as the case may be, as the ininiinum rate of.interest which, in the opinion of 
the initial Broker-Dealer, would be necessary as of the date ofsuch 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 thereoc provided that such interest rate will not exceed 
the Maximum Rate. 

If the 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, if the failure to make such calculation was because there was not at 
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the time a duly appointed and acting Auction Agent or Broker-Dealer, and thc Auction Period 
Rate for the new Auction Period shall be 80% ofthe Index if the Index is ascertainable on such 
date (by the Auction Agent, if there is at the time an Auction Agent, or the Trustee, if at the time 
there is no Auction Agent) or, (B) ifthe failure to nialce 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 the Auction Period prior to the 
extension, and (ii) if the 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 the 
day that was 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 which is followed by a Business Day) ifthe 
failure to make such calculation was because there was not at the tiine a duly appointed and 
acting Auction Agent or Broker-Dealer, and the Auction Period Rate for the new Auction Period 
shall be 100% of the Index if the Index is asccrtainable on such date (by the Auction Agent, if 
there is at the time an Auction Agent, or the Trustee, if at the time there is no Auction Agent) or, 
(B) ifthe failure to male such calculation was for any other reason or ifthe Index is not 
ascertainable on such date, the prior Auction Period shall be extended to the seventh day 
following the day that would liave 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 the 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 Period 
beginning on the Business Day iminediately followiiig 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 of the 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 Auction 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 Maximuin Rate and the Auction Period shall be a 
seven-day Auction Period. 
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An Auction to determine the interest rate for the next succeeding Auction Period will be 
held on each Auction Date. 'The procedure for submitting orders prior to the Submission 
Deadline (as defined in Appendix B) on each Auctioii Date is described in Appendix B, as are 
the particulars regarding the determination of the Auction Rate and the allocation of the Bonds., 

'The Company, may, li-om time to time on the Interest Payment Date immediately 
following the end of any Auction Period, change the length of the Auction Period with respect to 
all o f  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 ofthe 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 10 Business Days prior to the Auction Date for such Auction 
Period. 

Any such changed Auction Period shall be for a period of one day, seven-days, 28-days, 
35-days, three months, six months or a Flexible Auction Period and shall be for all of the Bonds 
of such Series. 

The change in length of'the 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 ofthe 
Auction for such new Auction Period only, except to the extent any Existing Holder submits an 
Order with respect to such Bonds o f  any Series, each Existing Holder shall be deemed to have 
submitted Sell Orders with respect to all o f  its Bonds of such Series if the change is to a longer 
Auction Period and a Hold Order, i f  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, 

'The Auction Agent, at the direction ofthe Company, may specify 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 deterniined in accordance with the 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 ofthe Company's direction to specify an earlier Auction Date for ai1 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, the 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, the day of the 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'the 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, the Auction Agent and the Broker-Dealers may, as they deem appropriate, set a 
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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 Cor7ver”sion. 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 the option of the Company, upon notice from the Bond Registrar to the 
registered owners of tile Bonds, as described below. With any notice of Conversion, the 
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 the 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, otheI than a Conversion from the Daily Rate Period to 
the Weekly Rate Period or from the Weekly Rate Period to the Daily Rate Period. 

Liriiifrrtiom on Coiivcrr.siori. Any Conversion of the Interest Rate Mode for the Bonds 
must be in compliance with the following conditions: (i) the Conver,sion Date must be a date on 
which the Bonds are subject to optional redemption (see “Redemptions - Oufio/ia/ Rede~ii~fioii” 
below); provided that any Conversion from the Daily Rate Period to a Weekly Rate Period or 
froin the Weekly Rate Period to the Daily Rate Period must be on a Friday and, if the Conversion 
is to or from an Auction Rate Period, the Conversion Date must be the 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 niay be no earlier than the 
latest Interest Payment Date established prior to the giving of notice to the Remarketing Agents 
of such proposed Conversion and (b) no further Interest Payment Date niay be established while 
the Interest Rate Mode is then the Flexible Rate if such Interest Payment Date would occur after 
the effective date of that Conversion; and (iv) after a determination is made requiring mandatory 
redemption of all Bonds pursuant to the Indenture (see “Redemptions” below), no change in the 
Interest Rate Mode may be made prior to such mandatory redemption. Before the Company may 
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 Long-Term Rate Period fixed to maturity, the Bond Insurer 
niay require that the Company obtain a liquidity facility. 

Notice to Ownem of Conversion oflnierest Rate hfodcr., 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 from or to the Semi-Annual Rate, the Annual Rate or a L.ong 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. 

Caiice//cr/io/i of Coriversion oflti/eres/ Rote Mode., Notwithstanding the foregoing, no 
Conversion will occur if (A) the Remarketing Agents have not determined the initial interest rate 
for the new Interest Rate Mode in accordance with the terns of the Indenture, (B) the Bonds that 
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are to be purchased are not remarketed or sold by the Reniarketing Agents, or (C) the Bond 
Registrar receives written notice fiom Bond Counsel prior to the opening of business on the 
effective date of Conversion to the effect that tlie opinion of such Bond Counsel required under 
the Indenture has been rescinded,. Ifsuch Conversion fails lo occur, such Bonds in the Auction 
Rate will remain 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 adjusted i n  length so that the 
last day ofsuch peiiod will be a Thursday) at the rate determined by the Remarketing Agents on 
the failed Conversion Date; provided, that there must be delivered to the issuer, the Trustee, the 
Bond Registrar, the Tender Agent, the Company, the Bond Insurer and the Remarketing Agents, 
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 ot‘ permitted by the Act and is authorized under the 
Indenture and will not adversely affect the exclusion fiom gross income of interest on the Bonds 
for federal income tax purposes. Ifsuch 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 in effect prior to the failed Conversion Date at a rate of interest 
determined by the Remaiketing Agents on the failed Conversion Date (or i f  shorter, the Rate 
Period ending on the date before tlie maturity date); provided that if the Bonds then bear interest 
at the Long Term Rate, and if such opinion is not delivered on the date which would have been 
the effective date of 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 Agents on 
such date, If the proposed Conversion of Bonds fails as described herein, any mandatory 
purchase of such Bonds will remain effective. 

Purchases of Bonds on Demand of Owner 

As initially 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 of Bonds 

Mntidntorv Piirclinse on All Cotiversiotz Unfes or Clintige bv [lie Conzpuii~ in Lone Term 
Rnfe Per,iod ‘The Bonds will be subject to mandatory purchase at a purchase price equal to the 
principal amount thereof, plus, if the Interest Rate Mode is the Long Term Rate, the redemption 
premium, if any, which would be payable as described under “Redemptions - Optiotial 
Redetm~/ioti” below, if the Bonds were redeemed on the Purchase Date (A) on each Conversion 
Date and (B) on the effective date of any change by the Company ofthe Long Term Rate Period 
Such tender and purchase will be required even if the change in Long Term Rate Period or the 
Conversion is canceled pursuant to the Indenture,. For a description of provisions applicable to 
Interest Rate Modes other than tlie Auction Rate, see Appendix E. 

Notice to Owtiers of Mntidatot v Put-climes. 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 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 
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case of a change in tlie Long Term Rate Period) but not inore 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. 

Remarlteting and Purchase of Bonds 

The fndenture provides that, subject to the terms of a Remarketing Agreement with the 
Company, the Reinarlceting Agents will use their commercially reasonable best efforts to offer 
for sale Bonds purchased upon demaiid of the owners thereof and, unless otherwise instiucted by 
the Company, upon mandatory purchase, provided that Bonds will not be remarlteted upon the 
occurrence and continuance of certain Events of Default under the Indenture, except in the sole 
discretion of the Remarketing Agents. E.ach such sale will be at a price equal to the principal 
amount thereof, plus interest accrued to the date of sale. The Remarketing Agents, 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 Tender Agent 
from moneys derived from the remarketing of such Bonds by the Remarketing Agents and, if 
such remarketing proceeds are insufficient, from moneys made available by the Company. The 
Company is obligated to purchase any Bonds tendered for purchase to the extent such Bonds 
have not been remarlceted. 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 i t  to be sufficient to meet its current needs and 
expects to continue to niaintain 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-current needs. The Trustee, any 
Paying Agent, the Tender Agent and the owners ofthe 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 the Loan Agreement requiring the Conipany 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 the Remarketing Agents’ 
failure to deliver remarketing proceeds of all Bonds with respect to which the Remarketing 
Agents notified the Tender Agent were remarketed will not result in an Event of Default under 
the Indenture until tlie opening of business on the next succeeding Business Day unless the 
Company fails to provide sufficient funds to pay such purchase price by the opening of business 
on such next succeeding Business Day,, If sufficient funds are not available for the purchase of 
all tendered Bonds, no purchase of Bonds will be consummated, but failure to consummate such 
purchase will not be deemed to be an Event of Default under tlie Indenture if sufficient funds 
have been provided in a timely manner by the Company to the Tender Agent for such puipose. 

Payment of Purchase Price 

When a book-entry-only system is not in effect, payment ofthe 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) 011 the Purchase Date upon 
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delivery of such Bond to the 'Tender Agent on such Purchase Date; provided that such Bond must 
be delivered to the 'Tender Agent: (i) at or prior to 12:OO noon (New York City time), in the case 
of Bonds delivered for purchase during a Weekly Rate Period or Flexible Rate Period, (ii) at or 
prior to 1:OO p i ,  (New York City time), in the case ofBonds delivered for purchase duiing a 
Daily Rate Period or (iii) at or prior to 11:OO a m .  (New York City time), in the case of Bonds 
delivered for purchase during a Semi-Annual Rate Period, Annual Rate Period or Long Term 
Rate Period If the date of such purchase is not a Business Day, the purchase price will be 
payable on the next succeeding Business Day. 

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

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

When a book-entry-only system is in  effect, the requirement for physical delivery of the 
Bonds will be deemed satisfied when the ownership rights in the Bonds are transferred by Direct 
Participants 011 the records of UTC to the participant account of the 'Tender Agent. 

Redemptions 

Outionnl Redenmiioti. 

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

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

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

(iv) Whenever the Interest Rate Mode for the Bonds is the Semi-Annual Rate, the 
Bonds will be subject to redemption at the option of the Issuer, upon the written direction of the 
Company, i n  whole 01' in part, at a redemption price of 100% of the principal amount thereof on 
any Interest Payment Date for each Semi-Annual Rate Period 

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

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

Original 
Length of Current 
Long Term Rate 
Period (Years) 

More than or equal to 
I O  years 

Lms than 10 years 

Commencement of Redemption Price as 
Redemption Period Percentage of Principal 

First Inteiest Payment 100% 
Date 011 or after the tenth 
anniversary of 
commencement of L.ong 
Term Rate Peiiod 

Non-callable Non-callable 

Subject to certain conditions, including provision of an opinion of Bond Counsel that a change in 
the redemption provisions ofthe 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 inay be revised, effective as ofthe Conversion Date, the date of a change in 
the Long Temi Rate Period or a Purchase Date on the final Interest Payment Date during a L.ong 
Term Rate Period, to reflect Prevailing Market Conditions on such date as determined by the 
Remarketing Agents in their judgment. Any such revision of the 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. 

Exfruordiimr~~ Optioiml Redernufior? in Whole. The Bonds may be redeemed by the 
Issuer in whole at any time at 100% of the principal amount thereof plus accrued interest to the 
redemption date upon the exercise by the Company of an option under the Loan Agreement to 
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prepay the loan i f  any oftlie following events shall have occurred within 180 days preceding the 
giving of written notice by the Company to the Trustee of such election: 

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

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

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

(iv) in the event changes, which the Company cannot reasonably control, in 
the economic availability of materials, supplies, labor, equipment or other properties or 
things necessary for the efficient operation of 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 ofthe Bonds, including but not limited to changes in 
solid waste abatement, control and disposal requirements, have oecuned such that the 
Company determines that use of the Project is no longer required or desirable; 

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

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

Exfraordiiiarv Optiotial Redetnpfion in Wl7ole or in Part. The Bonds are also subject to 
redemption in whole or in part at 100% of the principal amount thereof plus accrued interest to 
the redemption date at the option ofthe Company in an amount not to exceed the net proceeds 
received from insurance or  any condemnation award received by the Issuer or the C.ompany in 
the event ofdamage, destruction or condemnation of all or a portion of the Project, subject to 
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receipt of an opinion of Bond Counsel that such redemption will not adversely affcct the 
exclusion of interest on any of the Bonds from gross income for federal income tax purposes 
See “Summary of the Loan Agreement - Maintenance; Damage, Destruction and 
Condemnation,” Such redemption may occur at any time, provided that if such event occurs 
while the Interest Rate Mode for the Bonds is the Flexible Rate or Semi-Annual Rate, such 
redemption must occiir on a date on which the Bonds are otherwise subject to optional 
redemption as described above. 

Mn17dnto1v Redmolior?; Determbmtior~ of Tcrsnbilitv., The Bonds are required to be 
redeemed by the Issuer, in  whole, or in such part as described below, at a redemption price equal 
to 100% of the principal aniount thereof, without redemption premium, plus accrued interest, if 
any, to the redemption date, within 180 days followiiig a “Deteniiination of Taxability.” As used 
herein, a “Determinatioii of Taxability” means the receipt by tlie Tivstee of written notice froiii a 
current or former registered owner of a Bond or from the Company or the Issuer of (i) the 
issuance of a published or private ruling or a technical advice memorandum by the Internal 
Revenue Service in which the Company participated or has been given the opportunity to 
participate, and which ruling or inemor,anduni the Company, i n  its discretion, does not contest or 
from which no further right of administrative orjudicial review or appeal exists, or (ii) a final 
determination from wliich no further riglit of appeal exists of any court of competent jurisdiction 
in the United States in a proceeding in whicli the Company has participated or has been a party, 
or has been given the opportunity to participate or be a party, in each case, to the effect that as a 
result of a failure by the Company to perform or observe any covenant or agreement 01  the 
inaccuracy of any representation contained i n  the Loan Agreement or any other agreement or 
certificate delivered in connection with the Bonds, the interest 011 the Bonds is included in the 
gross income ofthe 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 fioni a current or former registered owner of a Boiid 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 ther,eof, and (B) (if the Company agrees to pay all expenses in  connection 
therewith) offers the Conipany the opportunity to control unconditionally the defense thereof, 
and (ii) either (A) the Company does not agree within 30 days of receipt of such offer to pay 
such expenses and liabilities and to control such defense, or (B) the Company shall exhaust or 
choose not to exhaust all available proceedings for the contest, review, appeal or rehearing of 
such decree, judgment or action which the Company determines to be appropriate. No 
Determination of Taxability described above will result from the inclusion of interest on any 
Bond in the computation of niinimuni or indirect taxes. All of the Bonds are required to be 
redeemed upon a Deterinination of Taxability as described above unless, in  the opinion of Bond 
Counsel, redemption of a portion of such Bonds would have the result that interest payable on 
the remaining Bonds outstanding after the redemption would not be so included in any such 
gross income. 

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

I f  the Internal Revenue Service or a court of competent jurisdiction determines that the 
interest paid or to be paid 011 any Bond (except to a “substantial user” of the Project or a “related 
person” within the meaning of Section 147(a) ofthe Code) is or was includable i n  the gross 
income of the recipient for federal income tax purposes for reasons other than as a result o f a  
failure by the Company to perform or observe any of its covenants, agreements or 
representations in the Loan Agreement or any other agreement or certificate delivered in  
connection therewith, the Bonds are not subject to redemption. In such circumstances, 
Bondholders would continue to hold their Bonds, receiving principal and interest at the 
applicable rate as and when due, but would be required to include such interest payments in 
gross income for federal income tax purposes. Also, iftlie lien of tlie Indenture is discharged or 
defeased prior to the occurrence of a final Determination of Taxability, Bonds will not be 
redeemed as described herein. 

Gerternl Xedeti~ption Ter/i?.~. 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 ofthe Bonds to be redeemed not less than 30 days (15 days if the Interest Rate 
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. 

AIIV notice timiled as provided it? the Indentzire will be cot7clzisivelv r~reszitiied io l7nve 
been yivetz. irrespective ofwl7etlzer. the owt7er teceives the 17otice.. Failure to give any such notice 
by mailing or any defect therein in respect of any Bond will not affect tlie validity of any 
proceedings for the redemption of any other Bond,. No further interest will accrue on tlie 
principal ofany Bond called for redemption after the redemption date i f  funds sufficient for such 
redemption have been deposited with tlie Paying Agent as ofthe redemption date. lf the 
provisions for discharging the Indenture set forth below under the caption, “Summary of the 
Indenture - Discharge of Indenture” have not been complied with, any redemption notice will 
state that it is conditional on there being sufficient moneys to pay the full redemption price for 
the Bonds to be redeemed.. So Iong as the Bonds are held in book-entry-only form, all 
redemption notices will be sent only to Cede & Co. 

Book-Entry-Only System 

Portiom of’ the followitig itfotii7ntion co17cerizitzg DTC nrid DTC S boolc-en~r:y-onlJ~ 
systei7z lmve been obinined~onl DTC. The Issuer, the Conipn~y nt7d the Ut7dei writers ntolce no 
i~epreset7tatiotz ns to the ncciiracy ofszich injortiintioii 

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. 
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DTC, the world’s largest depository, is a limited-purpose trust conipaiiy organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York 
Banlciiig Law, a meniber of the Federal Reserve System, a “clearing corporation” within the 
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered 
pursuant to the provisions of Sectioii 17A of the Securities Exchange Act of 1934 (the 
“Exchange Act”) DTC holds and provides asset servicing for’ over 2.2 millioii issues of U S. 
and non-U ,S.  equity, corporate and iiiuiiicipal debt issues, aiid money market instruments from 
over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also 
facilitates the post-trade settleiiient among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry traiisfers aiid 
pledges between Direct Participants’ accounts. This eliminates the need for physical inovemeiit 
of securities certificates. Direct Participants include both US. aiid non-U.S. securities brokers 
and dealers, banks, trust companies, clearing corporations, and cer’taiii 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 Meinbers of the 
National Securities Clearing Corporation, Fixed Income Clearing Corporation, aiid Einergiiig 
Markets Clearing Corporatioii (NSCC, FICC, aiid EMCC, also subsidiaries of DTCC), as well as 
by the New York Stoclc Exchange, Iiic.,, the American Stock Exchange LLC and tlie National 
Association of Securities Dealers, Inc. Access to the DTC systein is also available to others such 
as both U.S. and iion-U.S. securities brokers and dealers, banks, trust companies, and clenriiig 
corporations that clear through or maintain a custodial relatioiiship with a Direct Participant, 
either directly or indirectly (“lndirect Participants” and, together with “Direct Participants,” 
“Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable 
to its Participants are 011 file with the SE.C. More information 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 tlie Bonds on DTC’s records, The ownership interest 
of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded 011 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 eonfirinations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or Indirect Participant through which the Beiieficial Owner entered into 
the transaction.. Transfers of ownership interests in the Bonds are to be accomplished by entries 
made 011 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 other name as 
niay 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 iiot effect any change in 
beneficial ownership. DTC has 110 luiowledge 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, which may or niay iiot be the Benefieial Owners. The Direct and Indirect 
Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

27 

http://www.dtcc.com
http://www.dtc.org


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 D I C  If less than all of the Bonds are being 
redeemed, DTC’s practice is to determine by lot the amount of’tlie interest of each Direct 
p : ’ aiticipant to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with 
respect to the Bonds unless authorized by a Direct Participant in accordance with DTC’s 
Procedures,. Under its usual piocedures, DTC mails an Omnibus Proxy to the Issuer as soon as 
possible after the record date, The Omnibus Pioxy assigns Cede & Co.’s consenting or voting 
rights to those Direct Patticipants to whose accounts tlie Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Principal aiid 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 D E ’ S  receipt of funds and corresponding detail 
information from tlie Issuer or the ‘Triistee on the payable date in accordance with their 
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners 
will be governed by standing instructions aiid customary practices, as is the case with securities 
held for the accounts of customers i n  bearer form or registered in “street name,” and will be the 
responsibility of such Participant and not of DTC nor its nominee, tlie ‘Trustee, the Company or 
the Issuer, subject to any statutoiy or regulatory requirements as may be i n  effect from time to 
time. Payment ofprincipal and interest to Cede & Co, (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the 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 tights in the 
Bonds are transferred by Direct Participants on DTC’s records and followed by a book-entry 
credit of tendered Bonds to the ‘Tender Agent’s DTC account. 

DTC may discontinue providing its services as securities depository with respect to tlie 
Bonds at any time by giving reasonable notice to the Issuer, the Company, the Tender Agent and 
the ‘Trustee, or the Issuer, at tlie request of the Company, may decide to discontinue use of the 
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 tlie Indenture 
(see “Summary of the Bonds - Book-Entry-Only System -Revision of Book-Enfi- 
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Sysferr7: Replncccriier7l Bor~rY below). The Beneficial Owner, upon registration of certificates 
held in  tlie 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 of the Bonds will mean Cede & Co. and will not mean 
the Beneficial Owners. lJnder the Indenture, payments made by the Trustee to DTC or its 
nominee will satisfy the Issuer’s obligations under thc Indenture 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 of the redemption of the 
Bonds called for redemption, the document aniendment, the Conversion, the mandatory purchase 
or any other action premised on that notice. 

The issuer, the Company, the Trustee and the Undeiwriters 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. ISSUE.R, THE COMPANY, THE UNDERWRITERS AND THE TRUSTEE W1L.L 
HAVE NO RESPONSIBILITY OR OBLJGATION TO ANY DIRECT PARTICIPANT, 
INDIRECT PARTICIPANT OR ANY BENEFICIAL, OWNER OR ANY OTHER PERSON 
NOT SHOWN ON THE REGISTRATION BOOKS OF THE TRUSTEE AS BEING A 
REGISTERED OWNER WITH RESPECT TO: (1 )  THE ACCURACY OF ANY RECORDS 
MAINTAINED 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 OWNER IN RESPECT OF THE PRINCIPAL AMOUNT OR REDEMPTION 
OR PURCHASE PRICE OF OR INTEREST ON THE BONDS; (3) THE DEL,IVE.RY 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 REGISTERE,D OWNERS UNDER THE. TERMS OF THE 
INDENTURE; (4) THE SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE 
PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION OF THE BONDS; OR (5) 
ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS REGISTERED 
OWNER. 
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Revision of Boo/c-Entrv-On/v Svsten7. Re/~/flceti7eni BOf7dS. 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 ofthe Company, may appoint a 
successor securities depository reasonably acceptable to tlie Trustee. If  the Issuer does not or is 
unable to appoint a successor securities depository, the Issuer will issue and the ‘Trustee will 
authenticate and deliver fully registered Bonds, in authorized denominations, to tlie assignees of 
DTC or their nominees,. 

In the event that the book-entry-only system is discontinued, tlie following provisions 
will apply. The Bonds may be issued in denominations of$25,000 and integral multiples 
thereof, if tlie Interest Rate Mode is the Auction Rate; i n  denominations of$5,000 and integral 
multiples thereof; ifthe Interest Rate Mode is the Semi-AnnuaI Rate, tlie Annual Rate or the 
Long Term Rate; in denominations of$100,000 and integral multiples of $5,000 in excess 
tlxxeof, if tlie Interest Rate Mode is the Flexible Rate; and in denominations of$100,000 and 
integral multiples thereof, i f  tlie interest Rate Mode is the Daily Rate or the Weekly Rate. Bonds 
may be transferred or exchanged for an equal total amount of Bonds of other authorized 
denominations upon surrender of‘ such Bonds at the principal office of the Bond Registrar, 
accompanied by a written instrument oftransfer 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 tlie Indenture, the Bond Registjar 
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 optioiial 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 tlie 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 tlie Trustee ofthe Issuer’s interest in and to tlie 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 
tlie Bonds, together with interest thereon as and when the 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 otherwise available therefor under the provisions of the Indenture. 

As oftlie date hereof, the C.ompany has outstanding 13 series of first mortgage bonds in 
an aggregate principal amount of$5’74,304,000. ‘These first mortgage bonds were issued to 
secure a like principal amount of tax-exempt debt. On or about the date of issuance oftlie 
Bonds, and pursuant to the terms of these existing first mortgage bonds, all of such first 
mortgage bonds will be terminated and cancelled and will cease to secure the Company’s 
obligations under its existing tax-exempt debt, and all ofthe Company’s obligations under its 
existing tax-exempt debt will become unsecured general obligations of.tlie Company, ranking on 
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a parity with tlie Company’s obligations under the L.oan Agreement to make payments on the 
Bonds. 

I n  tlie Loan Agreement, the Company will covenant that it will not issue, assume or 
guarantee any debt for borrowed 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 liereof or acquires it later, unless the Company similarly secures its 
obligations under the L,oan Agreement to malce payinents to the Trustee in sufficient amounts to 
pay the principal of, premium, if any, and interest required to be paid on the Bonds. This 
restriction will not apply to: 

. mortgages on any property existing at tlie time the Company acquires the property 
or at the time the Company acqnires the corporation owning tlie property; 

. purchase money mortgages; 

. specified governmental mortgages; or 

. any extension, renewal or replacement (or successive extensions, renewals or 
replacements) of any mortgage 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 of the extension, renewal or 
replacement 

In addition, the Company can also issue secured debt so long as the amount of tlie 
secured debt does not exceed the 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 tlie 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” ineans (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 

The information relating to Ambac Assurance contained herein has been furnished solely 
by Ambac Assurance. No representation is made by the Underwriters, the Remarketing Agents, 
the Issuer or the Company as to the accuracy or adequacy of such infomation or as to the 
absence of material adver,se changes in the condition of Ambac Assurance subsequent to the date 
hereof. The following discussion does not purport to be coniplete and is qualified in its entirety 
by reference to the Bond Insurance Policy, a specimen of the form of which is attached hereto as 
Appendix D 
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Payment Pursuant to Bond Insurance Policy 

Ambac Assurance lias made a commitment to issue tlie Bond Insurance Policy relating to 
the Bonds etfective as oftlie date of issuance of the Bonds. Under tlie terms of tlie Bond 
Insurance Policy, Ambac Assurance will-pay to The Bank ofNew York, in New Yorlc, 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 tlie later oftlie date on 
which such principal andor  interest becomes “Due for Payment’’ or within one Business Day 
following tlie date on which Ambac Assurance shall have received notice of Nonpayment from 
the Trustee,. Tlie insurance will extend for the term ofthe Bonds and, once issued, cannot be 
cancelled by Ambae Assurance. 

Tlie Bond Insurance Policy will insure payment only on tlie stated maturity date or upon 
special mandatory redemption on a determination of taxability, in  tlie case of principal, and on 
stated dates for payment, in the case of interest. 1f.tlie Bonds become subject to other 
redemption and insufficient hiids are available for redemption of all outstanding Bonds, Anibac 
Assurance 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 ofthe 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 of the accelerated principal and 
interest accrued thereon to the date of acceleration (to tlie extent unpaid by the Obligor), Upon 
payment of all such accelerated principal and interest accrued to tlie acceleration date, Ambac 
Assurance’s obligations under the Bond Insurance Policy shall be fully discharged. 

In tlie event tlie ‘Trustee has notice that any payment of principal of or interest on a Bond 
that lias become Due for Payment and that is made to a Bondholder by or on behalf ofthe Issuer 
lias been deemed a preferential transfer and theretofore recovered from its registered owner 
pursuant to the United States Banlutiptcy 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 i f  sufficient funds are not otherwise available. 

‘Tlie 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 
nialurity; 

(b) 

(c) 

payment of any redemption, prepayment or acceleration premium; 

nonpayment of principal or interest caused by the insolvency or 
negligence of the Trustee, Paying Agent or Bond Registrar, i f  any; 
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(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 of a 
Bondholder’s inability to sell Bonds. 

Nolwithstanding tlie foregoing, under tlie 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 determination of taxability as described herein under 
“Summary of tlie Bonds - Redemptions - Mnrdntorv Xedmiutior?; Detelrnir~n~io/~ of 
Tcrsnbilih,. ” 

lf it becomes necessary to call upon the Bond Insurance Policy, payment of any principal 
by the Bond Insurer requir,es surlender of applicable Bonds to the Insurance Trustee, together 
with an appropriate instrument of assignment so as to permit ownership of such Bonds to be 
registered in tlie 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 paynieiits and an appropriate assignment of the Bondholder’s 
right to payment to Ambac Assurance. 

Upon payment of the insurance benefits 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. 

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 
Anibac Assurance, immediately and unconditionally upon demand, for all payments made by 
Ambac Assurance under the terms of the Insurance Policy. The Company is also obligated to 
deliver certain collateral to the Trustee for the benefit of tlie bondholders and comply with 
certain financial and other covenants specified therein. The insurance Agreement includes 
certain events of default, including the failure of tlie Company to pay amounts owed thereunder 
to Ambac Assurance, any breach by the Company ofrepresentations, warranties and covenants 
set forth therein and certain events of bankruptcy, If any such event of default should occiir and 
be continuing, Ambac 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 C,orporation 

Ainbac Assurance is a Wisconsin-domiciled stock insurance corporation regulated by tlie 
Office of the Commissioner of lnsurance of the State of Wisconsin and 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 $10,015,000,000 (unaudited) 
and statutory capital of approximately $6,37 1,000,000 (unaudited) as of December 31,2006. 
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Statutoiy capital consists of Anibac Assuiance’s policyholders’ surplus and statutory 
contingency reserve. Standard & Poor’s Ratings Services, a Division of The McGraw-Hill 
Companies, fnc., Moody’s Investois Service, Inc. (“Moody’s’’) and Fitch Ratings have each 
assigned a triple-A financial strength rating to Ambac Assuiance,. 

Ainbac Assurance has obtained a ruling from the liitemal Revenue Service to the effect 
that tlie insuring of‘ an obligation by Anibac 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 Anibac Assurance under policy provisions substantially identical to 
those contained in  its finaucial guaranty insurance policy shall be treated for federal income tax 
purposes in  the same maiiner as if such payments were made by the lssuei. of the Bonds. 

Ambac Assurance makes no representation regarding the Bonds or the advisability of 
investing in the Bonds and inaltes no representation regarding, nor has it participated in the 
preparation of; this Official Statement other than the information supplied by Ambac Assurance 
and presented tinder the heading “The Bond Insurance Policy and the Bond Instirer” and in  
Appendix D. 

Available Information 

‘The parent company of Ambac Assurance, Ambac Financial Group, Inc. (“AFG”), is 
subject to the informational requirements of the Exchange Act, and in accordance therewith files 
reports, proxy statements and other information with the SEC,. These reports, proxy statements 
and other information can be read and copied at tlie SEC’s public reference room at 100 F Street, 
N.E., Room 1580, Washington, D,C, 20549. Please call the SEC at 1-800-SEC-0330 for further 
information on the public reference room. The SEC maintains an internet site at 
http://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 of tlie New York 
Stock Exchange, lnc. (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 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 document filed by AFG with the SEC (File No. 1-10777) is incorporated 
by reference in this Official Statement. 

1) AFG’s Annual Report on Form 10-K for the fiscal year ended 
December 31,2006 and filed on March 1,2007. 

All documents subsequently filed by AFG pursuant to tlie requirements of the Exchange 
Act after tlie date of this Official Statement will be available for inspection in the same manner 
as described above in “Available Infomiation.” 

I 
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Summary of the Loan Agreement 

The fo/ /o~~ii ig ,  in nddtioti to theproviriorw conlair7ed e/se~~here iii this Ofjicinl 
Stofernen/, is n brief descriptio17 of certain proi1i.sioii.s oftlie L m r i  Agreenierit. T/7ir description i,s 
oidy n .szimi7ciry arid does riot pinport to be coniplete nnd definitive, Referelice is riinde to the 
Loon iigreer17e17t jbr the ~etci.iledprovisiorls /hereof, 

General 

The term of the L.oan Agrecincnt shall commence as of its date and end on the earliest to 
occur of .June 1, 2033, or the date on which all of the Bonds shall have been fully paid or 
provision has been made for such payment pursuant to the Indenture. See “Summary ofthe 
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 of the 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, the Paying Agent, the Auction Agent and the Tender 
Agent, as may be applicable, under the Indenhire, (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 i t  will cause the purchase of 
tendered Bonds that arc not rcmarlceted in accordance with the Indenture and, to that end, the 
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 - Remarlceting and Purchase of Bonds”). 

All payments to be made by the Company to the Issuer pursuant to the L.oan Agreement 
(except the fees and reasonable out-of-pocket expenses of the Issuer, the Trustee, the Paying 
Agent, the Bond Registrar, the Tender Agent and the Auction Agent, and amounts related to 
indemnification) have been assigned by the Issuer to the Trustee, and the Company will pay such 
amounts directly to the Tmstce. The obligations of the Company to make the payments pursuant 
to the L.oan Agreement are absolute and unconditional. 

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” ofthe Project or a “related person” within the meaning of 
Section 147(a) of the Code) for federal income tax purposes or that adversely affects the validity 
of the Bonds, 
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Limitation on Liens 

The Company lias agreed tliat, so long as any ofthe Bonds are outstanding, it will not 
create, assume or guarantee debt for borrowed money secured by any mortgage, except as 
described above under “Security; Limitation on Liens.” 

Payment of Taxes 

‘The Company lias agreed to pay certain taxes and other governmental charges tliat may 
be lawfully assessed, levied or charged against or with respect to tlie Project (see, however, 
subparagraph (i) under “Summary of tlie Bonds - Redemptions - Extraordiiinrv Ootiorinl 
Redeiw~tion in W/7o/e”). The Company may contest such taxes or other governmental charges 
unless the security provided by tlie Indenture would be materially endangered. 

Maintenance; Damage, Destruction and Condemnation 

So long as any Bonds are outstanding, tile 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 tlie Series A 
Project as air pollution control and abatement facilities under Section 103(b)(4)(F) of the Code 
and tlie Act and tlie Series B Project as air and water pollution control and abatement facilities 
and solid waste disposal facilities under Section 103(b)(4)(E) and (F) of tlle Code and the Act. 
However, tlie Company will liave no obligation to maintain, repair, replace or renew any portion 
of tlie Project, tlie 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, condemnation of the Project, change in government standards and 
regulations, economic or other obsolescence or temination of operation of generating facilities 
to tlie Project. 

The Company, at its own expense, may remodel tlie Project or nialte substitutions, 
modifications and improvements to the Project as it deems desirable, which remodeling, 
substitutions, modifications and improvements shall be deemed, under tlie terms of tlie Loan 
Agreement to be a part ofthe Project. The Company may not, however, change or alter tlie basic 
nature ofthe Project or cause it to lose its status under Section 103(b)(4)(F) or Section 
103(b)(4)(E) and (F), as the case may be, of the Code and tlie Act. 

if, prior to tlie payment of all Bonds outstanding, the Project or any portion thereof is 
destroyed, damaged or taken by the exercise ofthe power of eminent domain and the Issuer or 
the Company receives net proceeds from insurance or a condemnation award in connection 
therewith, tlie Company shall (i) cause such net proceeds to be used to repair or restore the 
Project or (ii) talte 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 oftlie’interest on the Bonds from gross income for federal income tax purposes. See 
“Summary of the Bonds - Redemptions - Exfraordiimarv Opfional Xedemufioii in Whole or in 
p@.” 
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Insurance 

The Company will insure the Project in a manner consistent with general industry 
practice, 

Assignment, Merger and lielease of Obligations of the Company 

The Company may assign tlie L.oan 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 tilx purposes, without obtaining the consent of eitlier the lssuer 
or the Trustee. Such assignment, however, shall not relieve tlie Company from primary liability 
for any of its obligations under the L.oan Agreement and performance and observance of the 
other covenants and agreements to be performed by the Company. The Company may dispose 
ofall or substantially all of its assets or consolidate with or merge into another corporation, 
provided the acquirer of the Company’s assets or the corporation with which i t  shall consolidate 
with or merge into sliall 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 tlie United States of 
America or tlie District of Columbia, sliall be qualified and admitted to do business in the 
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 tlie Issuer 
and Trustee, 

Release and Indemnification Covenant 

The Company will indemnify and hold tlie Issuer harmless against any expense or 
liability incurred, including attoiiieys’ fees, resulting from any loss or damage to property or any 
injuiy to or death of any person occurring on or about or resulting from any defect in the Project 
or from any action commenced in connection with the financing thereof. 

Events of Default 

Each of the following events constitutes an “event of default” under the Loan Agreement: 

( I )  failure by the Company to pay the amounts required for payment of the 
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 iii 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 tlie Company to observe and perform any covenant, condition or 
agreement, other than as referred to in paragraph ( 1 )  above, for a period of thirty days 
after written notice by the Issuer or Trustee, provided, however, that if such failure is 
capable of being corrected, but cannot be corrected in  such 30-day period, it will not 
constitute an event of default under the L,oan Agreement if corrective action with respect 
thereto is instihited within such period and is being diligently pursued; 
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(3) certain events of bankruptcy, dissolution, liquidation, reoiganization 01 

insolvency of the Company; or 

(4) the occurrence of an Event of Default under the Indenhire 

Under the Loan Agreement, certain of the 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 Loan 
Agreement are satisfied; and (iii) to make loan payments and certain other payments under the 
provisions of the Loan Agreement) may be suspended if by reason of force niajeui,e (as defined 
in the Loan Agreement) the Company is unable to carry out such obligations. 

Remedies 

Upon the happening of an event of default under the Loan Agreement, the Trustee, on 
behalfofthe Issuer, may, among other things, take whatever action at law or in equity may 
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 Agreenieiit. 

Any amounts collected upon the happening of any such event o f  default shall be applied 
in accordance with tlie Indenture or, ifthe Bonds have been fully paid (or provision for payment 
thereof has been made in accordance with the Indenture) and all other liabilities ofthe 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 tlie 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 - Optioiznl Redernptiot7,” “Extraordir7mv Optiotzal Re~etnption it7 Wlzole” and 
“Ex/rnor;dinnrv Optionnl Redenzption in Wliole or it? Part.” Upon the occurmnce of tlie event 
described under the caption “Summary of the Bonds - Redemptions - Mmdnfori~ 
Redenzption; Detemziimtion of Tuxnbilitv,” the Company shall be obligated to prepay the loan in  
an aggregate amount sufficient to redeem the required principal amount of the Bonds. 

In each instance, tlie loan prepayment price shall be a sum sufficient, together with other 
funds deposited with tlie ‘Trustee and available foi, such purpose, to redeem tlie requisite amount 
of the 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 ofthe Trustee, the 
Paying Agent and all other liabilities ofthe Company under the Loan Agreement accrued to the 
redemption date. 
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Amendments and Modific a t’ ions 

No amendment or modification of the Loan Agreement is peiinissible 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 of the L.oan Agreement or the Indenture, (ii) for the 
purpose of curing any ambiguity or formal defect or omission, (iii) with the consent ofthe Bond 
Insurer, in connection with any modification or change necessary to conform the Loan 
Agreement with changes and modificntions 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 “Summaiy of the Indenture - Rights 
of Bond Insurer,” the Loan Agreement may be amended or modified only with the consent of the 
Bondholders holding a niajority in principal amount of the Bonds then outstanding (see 
“Summary of the Indenture - Supplemental Indentures” for an explanation of the procedures 
necessaiy for Bondholder consent); provided, however, that the approval of the Bondholders 
holding 100% in principal amount of the Bonds then outstanding is necessary to effectuate an 
aniendinent or modification with respect to the Loan Agreement of the type described iii clauses 
(i) through (iv) of the first sentence of the second paragraph of “Summary of the Indenture - 
Supplemental Indentures,” Any amendment of the Loan Agreement requiring tile consent of the 
Bondholders also requires the consent of the Bond Insurer. 

Summary of the Indenture 

Tlie /ollowiiig, iii  ntldiiioii io the provisioiis coiitoiiied elsewliere iii iliis Ojjicial 
Sin/eiiieii/, is n Driej’t/e.scr-ip/ioii o/cer/nii i  provi.si0ii.s oj /lie Iiideiiizrre, T1ii.c descriplioii i s  oiily n 
.sirminary atid cl0e.s tiot pirrport io be coiiiplete arid rlqfitiilive Xejkreiice i.s /nude io the liideiitzwe 
for- [lie detniledprovisioiis t/iereoj, 

Security 

Pursuant to the Indenture, the Issuer will assign and pledge to the Trustee its interest in  
and to the Loan 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 the Project. 

No Pecuniary Liability of the Issuer 

No provision, covenant or agreement contained i n  the Indenture or in  the Loan 
Agreement, nor any breach thereof, shall constitute or give rise to any pecuniary liability of the 
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 L,oan 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. 
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The Bond Fund 

The payments to be made by the Company pursuant to the Loan Agreement to the Issuer 
and certain other amounts specified in the Indenhire will be deposited into a Bond Fund 
established pursuant to the Indenture (the "Bond Fund") and will be maintained in trust by the 
Trustee,. Moneys in the Bond Fund will be used solely and only for the payment of the principal 
of, premium, i f  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, Authentication Agent, any Paying Agents and the Issuer are entitled pursuant to 
the Indenture or the Loan Agreement Any moneys heId in the Bond Fund will be invested by 
the Trustee at the specific written direction of the Company in certain Governmental Obligations, 
investment-grade corForate obligations and other investments permitted under the Indenture. 

The Rebate Fund 

A Rebate Fund has been created by the Indenture (the "Rebate Fund") and will be 
maintained as a separate fitnd free and clear ofthe lien of the Indenture. The issuer, the "Irustec 
and the Company have agreed to comply with all rebate requirements of the Code and, in 
particular, the Company has agreed that if necessary, i t  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 ieceive an opinion of Bond 
Counsel that such failure to comply will not adversely affect the exclusion of the 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, aiid 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 toiig as the Borid Ii7siiraizce Policy is ii7 firll force ai7d effect witl7 respect to t/7e Boiids 
m7d the Bond I i~sir i~er is not in defaalrlt thelealiiider, iipoii tl7e occiiriw~ce and coiitiiizmnce of an 
Everit of Uefi7zrlt, aiid subject to certain iiirleriiriificatiori pr.ovisioi7s, t/7e Boiid Ii7silI"~t' sl70ll be 
eiititled to control arid direct the et7/Orceti~eiit of all tigllts mid rernedies granted to the registered 
owners or the Trustee for tl7e bene@ of the regislered owiiers ui7der the Ii7cieiitzrr.e ii~clirciii7g, 
wi/lioal/t liinitafio~i, fl7e right to accelerate the pri17cipal of tl7e Borids and the right to aiinirl rri7y 
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declnrntiori o~~focae~er.aliori. arid /lie Borid 1ri.szrrer s l i d 1  d s o  be erilitled lo npproi~? wniver,s of 
Ever7t.s ojDefnzrlt, (See “Rights o/ Borid liuiire~-” below ) 

Each of the following events constitutes an “Event of Default” under the Indenturc: 

(a) Failure to make payment of any installment of interest on any Bond, (i) if 
such Bond bears interest at other than the L,ong Tern1 Rate, within a period of one 
Business Day from the due date and (ii) if such Bond bears interest at the Long Tern1 
Rate, within a period of five Business Days from the date due; 

(b) Failure to maice punctual payment of the principal of, or premium, if any, 
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 of any 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 
occurred i n  respect of failure to receive such purchase price for any Bond if the Company 
shall have made the payment on the next Business Day as described in the last paragraph 
under “Summary of the Bonds - Remarlceting and Purchase of Bonds” above; 

(c) Failure of the Issuer to perform or observe any other of the covenants, 
agreements or conditions in the Indenture or in the Bonds which failure continues for a 
period of 30 days aftei written notice by tlie Trustee, provided, howevcr, that if such 
failure is capable of being cured, but cannot be cured in such 30-day period, i t  will not 
constitute an event of default under the Indenture if corrective action in respect of such 
failure is instituted witbin such 30-day period and is being diligently pursued; 

(d) The occurrence of an “event of default” under tlic L.oan Agreement (see 
“Summary of the Loan Agreenient - 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 the Insurance Agreement., 

Upon the occurrence of an Event of Default under the Indenture, the Trustee may, 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 i t  shall: (i) 
declare the principal of all Bonds and interest accrued thereon to be immediately due and 
payable and (ii) declare all payments under the Loan Agreement to be immediately due and 
payable and enforce each and every other right granted to the Issuer under tlie L.oan Agreement 
for the benefit of the Bondholders. I n  exercising such rights, the Trustee shall take any action 
that, in  the judgment of the Trustee, would best serve the interests of the registered owners. 
Upon the occurrence of an Event of Default under the Indenture, the Trustee may also proceed to 
pursue any available remedy by suit at law or in equity to enforce the payment of the principal 
of, preniiuiii, if any, and interest on the Bonds then outstanding. 

In the event that the maturity of the Bonds is accelerated, the 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 tile date of acceleration (to the extent unpaid by the Issuer or the Company) with 
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respect to the Bonds, and the ‘Trustee shall accept such amounts. Upon payment of all ofsuch 
accelerated principal and interest accrued to the acceleration date as provided above, the Bond 
Insurer’s obligations under the Bond Insurance Policy shall be fully discharged. 

If  the Trustee i’ecovers any moneys following an Event of Default, unless the principal of 
the Bonds shall have been declared due and payable, all such moneys shall be applied in the 
tollowing 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 the payment of’unpaid principal and premium, ifany, ofthe Bonds,. If 
the principal oftlie 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 
01. made by the Trustee and the Paying Agent and (ii) to the payment of principal of and interest 
then due and unpaid on the Bonds. 

No Bondholder may institute any suit or proceeding in equity or at law for the 
enforcement of the Indenture unless an Event of Default has occurred of which 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 after 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 ofthe Trustee. No deficiency judgment shall be authorized against the 
general credit of the Issuer. 

Subject to the provisions of the Indenture summarized under “Rights of Bond Insurer” 
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 or the Bond Insurer or to the Issuer, 
the Company and the ‘Trustee by tlie 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. If the default is such that i t  
cannot be corrected within the applicable period but is capable ofbeing 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 tlie 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 ofwritten notice ofthe 
direction from the Bond Insurer will be deemed a default tinder 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 if such 
extension would not materially adversely affect the interests of the Bondholders. 
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Waiver of Events of Default 

As long as the Bond 117.rziI~117ce Policy is iii fir11 fot-ce arid ej&x with rerpect to /lie Bonds 
mid the Boiid liisitrer is i7ot in d@dt thereitrider, iipori the occirrrei~ce arid coritii~zrarice q/ mi 
Event oj.Defairlt, mid ritbject to cc‘rtaiii iiideiiiriijicatioii provisions, /lie Boiid Iiisui-ei- shall be 
elifitled to co17trol and direct /lie riglit to ar7iiirl mi,y declaratiori oj acceleratioi7, arid tl7e Botid 
Iiirzii-er- ,sliall nko  be entitled to approve all waivet:s oJ Everits of’Defairlt., (See “Rights of B o d  
Inszrrer- ” 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 of the registered owners holding a 
majority in principal amount of all Bonds then outstanding. If, after the principal of all Bonds 
tlien outstanding shall have been declared to be due and payable and prior to any judgment or 
decree for the appointment of a receiver or for the payment of the moneys due sliall have been 
obtained or entered, (i) the Company shall cause to be deposited with tile Trustee a sum 
sufficieiit to pay all matured iiistallnients of interest upon all Bonds and the principal of and 
premium, if any, on any and all Bonds which shall have become due otheiwise 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 Events of Default under the indenture (other 
than iioiipaymeiit ofthe 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 and aniiulment 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 riglit 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, i f  any, and interest on the 
Bonds after tlie maturity thereof,, 

Supplemental Indentures 

The Issuer and the Trustee may enter into indentures supplemental to the Indenture 
without the consent of or notice to, tlie Bondholders in order (i) to cure any ambiguity or formal 
defect or omission in  the Indenture, (ii) to grant to or confer upon the Trustee, as may lawfully be 
granted, additioiial 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 of the Issuer for the protection of tlie 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, in 
the sole judgment oftlie Trustee, does not adversely affect the Trustee or any Bondholder, 
(vii) with the coiisent of the Bond Insurer, to make other amendments not otlierwise permitted by 
(i), (ii), (iii), (iv) or (vi) of this paragraph to provisions relating to federal iiicome tax matters 
under the Code or other relevant provisioiis if, in 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 
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Bonds, or (ix) to permit the issuance ofthe Bonds in other than book-entry-only foim or to 
provide changes to or for the book-entry systeni,. 

Subject to the consent of the Bond Insurer, exclusive of supplemental 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 supplemental indenture shall permit, without the consent 
of all of the registered owners ofthe Bonds then outstanding, (i) an extension of tlie 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 ofredemption or redemption 
premium thereon, (ii) a privilege or priority of any Bond or Bonds over any other Bond or 
Bonds, (iii) a reduction in the aggregate principal amount ofthe 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 of the registered owners of the Bonds shall, in  addition, be subject to the consent of the 
Bond Insurer 

If at any time the Issuer shall request the Trustee to enter into any suppiemental indeiituie 
requiring the consent of the registered owners of the Bonds, the Trustee, upon being 
satisfiictorily indemnified with respect to expenses, must notify all such registered owners. Such 
notice shall set forth the nature of the proposed supplemental indenture and shall state that copies 
thereof are on file at  the principal office ofthe 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 thereof: 

No suppleinental indenttire 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 if the 'Trustee does not 
receive a notice of protest or objection signed by the Company on or before 4:30 p.m,., local time 
in the city in which the principal office of the Trustee is located, on the fifteenth day after the 
mailing to the Company of a notice of the proposed changes and a copy of tbe proposed 
supplemental indenture. 

Rights of Bond Insurer 

'The Indenture grants certain rights to the Bond Insurer. In addition to those i.ights, the 
Bond Insurer shall, to the extent it makes payment of principal of or interest on the Bonds, 
become subrogated to the rights of the recipients of such payments in accordance with the terms 
ofthe Bond Insurance Policy. If 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 same 
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 of the Indenture, the Bond Insurer is explicitly 
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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 the Bond Insurance Policy is in  full force and effect with respect to the Boiids 
and the Bond Insurer is not in default thereunder: (a) any provision of the Indenture expressly 
recognizing or granting rights in or to the Bond Insurer may not be amended in any iiiaiuier 
which affects the rights of the Bond Insurer thereunder without the prior written consent of the 
Bond Insurer; (b) any action under tlie Indenture which requires the consent or approval of the 
registered owners shall, i n  addition to such approval, be subject to tlie prior written consent of  
the Bond Insurer; (c) upon the occurrence and continuance of an Event of Default, 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 tlie Trustee for the 
benefit of the registered owners under tlie Indenture including, without limitation, (i) the right to 
accelerate the principal of the Bonds, (ii) the right to annul any declaration of acceleration, and 
the Bond Insurer shall also be entitled to approve all waivers of Events of Default, and (d) the 
Bond Insurer shall be entitled to receive copies of notices, certificates and other documents 
received by the Trustee pursuant to the Indenture or given to the Bondholders and notification of 
any failure to provide any such document as required by the Indenture or the L.oaii Agreement, 
and shall be furnished by tlie Company with any filings made in accordance with SEC Rule 
1 5 ~ 2 - I 2  and copies of certain financial statements, audit or annual report of  the Company. 

Notwithstanding anything in the Indenture or the L.oan Agreement to tlie contrary, in the 
event that tlie principal or interest due on tlie Bonds shall be paid by the Bond Insurer pursuant to 
tlie Bond Insurance Policy, the Bonds sliall 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 of tlie revenues and security of tlie Company under the L.oan Agreement and all 
covenants, agreements and other obligations of the Issuer to tlie Bondholders shall continue to 
exist and shall run to the beiiefit of the Bond Insurer, and the Bond Insurer shall be subrogated to 
the rights of the Bondholders. 

Enforceability of Remedies 

The remedies available to tlie Trustee, the Issuer and tlie owners upon an event of default 
under the L.oau Agreement or the Indenture are in many respects dependent upon judicial actions 
which are ofleii subject to discretion and delay. Under existing constitutional and statutory law 
and judicial decisions, the remedies specified by the Loan Agreement or the Indenture may not 
be readily available or may be limited. The various legal opinions to be delivered concurrently 
with the delivery of tlie Bonds will be qualified as to the enforceability of the various legal 
instrunieiits by limitations imposed by principles of equity, bankruptcy, reorganization, 
insolvency, moratorium or other similar laws affecting tlie rights of creditors generally. 

Tax Treatment 

111 the opinion of Bond Counsel, under existing law, including current statutes, 
regulations, administrative rulings and official interpretations, subject to the qualifications and 
exceptions set forth below, interest on tlie Bonds will be excluded from the gross income oftlie 
recipients thereof for federal income tax purposes, except that no opinion will be expressed 
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regarding such exclusion from gross income with respect to any Bond during any period in 
which it is held by a “substantial user” ofthe Project or a “related person” as such terms are used 
in Section 147(a) oftlie Code. interest on the Bonds will not be an item oftax preference in 
determining alternative minimum taxable income for individuals and corporations under tlie 
Code. it is Bond Counsel’s further opinion that, subject to the assumptions stated in the 
preceding sentence, (i) interest on the Bonds will be excluded from gross income of the owners 
thereoffor ICentucky income tax purposes and (ii) tlie Bonds will be exempt from all ad valoi,em 
taxes in Kentucky. 

‘The opinion of’Bond Counsel as to the excludability of’interest from gross income for 
federal income tax purposes will be based upon and will assume the accuracy of certain 
representations offacts and circumstances, including with respect to the Project, which are 
within the knowledge of the Company and compliance by the Company with certain covenants 
and undertakings set forth in the proceedings authorizing the Bonds which are intended to assure 
that the Bonds are and will remain obligations the interest on which is not includable in  gross 
income of the recipients tliereofunder the law in effect on tlie date ofsuch opinion. Bond 
Counsel will not independently verify the accuracy oftlie certifications and representations made 
by the Company and the Issuer.. On tlie date of the opinion and subsequent to the original 
delivery of the Bonds, such representations of fiicts 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 from 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 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 

.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 afrer issuance ofthe Bonds in 
order foI the 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 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 oftheir 
issuance. The Company and the Issuer will each covenant to take all actions required of each to 
assure that the interest on the 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 tlie 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 the following exceptions and qualifications: 

(a) Provisions of the Code applicable to corporations (as defined for federal 
income tax purposes) which impose an alternative minimum tax on a portion of tlie 
excess of adjusted current earnings over other alternative minimum taxable income may 
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subject a portion of the interest on tlie Bonds earned by certain corporations to such 
corporate alternative minimum tax Such corporate alternative minimum tax does not 
apply to any S corporation, regulated investment company, real estate investment trust or 
REMIC., 

(b) The Code also provides for a “branch profits tax” which subjects to lax, at 
a rate of 30%, tlie effectively connected earnings and profits of a foreign corporation 
which engages in a United States trade or business., lnterest 011 the Bonds would be 
includable in  tlie amount of effectively connected earnings and profits and tlius would 
increase tlie branch profits tax liability. 

(c) Tlie Code also provides tliat 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 of its taxable year if greater than 25% of its gross 
receipts is passive investment income. 

Except as stated above, Bond Counsel will express no opinion as to any fetleral or 
Kentuclcy tax consequences resulting from the receipt of interest on tlie Bonds. 

Owners of the Bonds should be aware that the ownership of tlie Bonds may result i n  
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 tlie Bonds, acquired after 
August 7, 1986. (For purposes of tlie immediately preceding sentence, a portion of dividends 
paid to an affiliated insurance company may be treated as tax-exempt interest.) Tlie Code further 
provides for tlie 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 
otlier than such financial institutions, such taxpayers will be unable to deduct any portion of tlie 
interest expenses incurred or continued to purchase or carry tlie Bonds. The Code also provides, 
with respect to individuals, tliat 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. Furtliermore, tlie earned income tax credit is not 
allowed for individuals with an aggregate amount of disqualified incoine within the meaning of 
Section 32 oftlie Code, which exceeds $2,200., lnterest on the Bonds will be taken into account 
in tlie calculation of disqualified income. Prospective purchasers of tlie Bonds sliould 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, if enacted, could 
alter or amend one or more of tlie federal tax matters referred to above or could adversely affect 
tlie market value of tlie Bonds. It cannot be predicted whether or in what form any such proposal 
might be enacted or whether, i f  enacted, it would apply to obligations (such as tlie Bonds) issued 
prior to enactment. 
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A draft of the opinion of Bond Counsel relating to the Bonds in substantially the forin in 
which it is expected to be delivered on the date of issuance ofthe Bonds of each series is 
attached as Appendix C-1 and C-2,. 

Legal Matters 

Certain legal matters incident to tlie authorization, issuance and sale by tlie Issuer of the 
Bonds are subject to tlie approving opinion of Bond Counsel. Bond Counsel has in the 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. the Issuer by its County Attorney. Certain legal matters will be 
passed upon for tlie Company by Jones Day, Chicago, Illinois, and John R,. McCall, Esq., 
Executive Vice President, General Counsel and Corporate Secretary for the Company,. Certain 
legal matters will be passed upon for the Underwriters by their counsel, Winston & Strawn LLP, 
Chicago, Illinois. 

Underwriting 

J.P. Morgan Securities Inc. and Morgan Stanley & Co.. Incorporated (the “Underwriters”) 
have agreed to purchase the Bonds from tlie Issuer at the public offering price set forth on tlie 
cover page oftliis Official Statement. The Underwriters are committed to purchase all the Series 
A Bonds if any Series A Bonds are purchased and all the Series B Bonds ifany Series B Bonds 
are purchased. I n  connection with tlie underwriting of the Bonds, the Underwriters will be paid 
by the Company fees in tlie amount of$23 1,700. Also, tlie Underwriters will receive from the 
Company reimbursement for certain reasonable out-of-pocket expenses, including attorneys’ 
fees. 

The Underwriters may offer and sell tlie 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, tlie public offering price and other selling terms 
may from time to time be varied by tlie Underwriters. 

In connection with the offering ofthe Bonds, the Underwriters may over-allot or effect 
transactions which stabilize or maintain tlie market prices of sucli bonds at levels above those 
which might otherwise prevail in tlie open market. Such stabilizing, if commenced, may be 
discontinued at any time,. 

Pursuant to an Inducement Letter, the Company has agreed to indemnify the 
Underwriters and tlie Issuer against certain civil liabilities, including liabilities under the federal 
securities laws, or contribute to payments that the Underwriters or the Issuer may be required to 
make in respect thereof. 

In the ordinary course of their business, the Underwriters and certain oftlieir affiliates 
have in the past and may in the future engage in investment and commercial banking transactions 
with the Company, including the provision of certain advisory services to tlie Company. 
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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 15~2112 (the “Rule”) promulgated by tlie SEC under 
the Exchange Act, aiid does not have any continuing obligations thereunder I Accordingly, the 
Issuer will not provide any continuing disclosure information with respect to the Bonds or the 
Issuer. 

In order to enable the Underwriters 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 the Bonds (the “Continuing Disclosure Agreement”) to 
provide certain continuing disclosure for the benefit of the holders of tlie Bonds. iJiider its 
Continuing Disclosure Agreement, the Conipany 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 depositoiy, if any, of the Commonwealth of Kentucky (a 
“SlD” aiid, together with the NRMSIR, a “Repositoiy”) recognized by the SE.C ( I )  
annual financial information of the type set forth in  Appendix A to this Official Statement 
(including any information 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 the 
Municipal Securities Rulemaking Board, and with the SID, if any, notice of the 
occurmice of any of the following events (if applicable) with respect to the 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 
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 secuiing 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 i n  a timely inanner with each Repository notice o f  
a failure by tlie Company to file any of the notices or reports referTed to in paragraphs (a) 
and (b) above by the due date. 

The Company may amend its Continuing Disclosure Agreement (and the Tnistee shall 
agree to any amendment so requested by the Company that does not change the duties of the 
Trustee 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 tlie nature or stahis of tlie 
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 
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the requirements ofthe Rule on the date of issuance oftlie Bonds, after taking into account any 
amendments to the Rule as well as any change in circumstances, and the amendment or waiver 
does not materially impair the interests of the holders of the Bonds to which such undertaking 
relates, i n  the opinion ofthe Trustee 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 ofthe Bonds and shall be enforceable by the holders oftliose 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. 
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This Official Statement has been duly approved, executed and delivered by the Metro 
Mayor of the issuer, on behalf ofthe Issuer. However, the Issuer iieitlter has nor assumes any 
responsibility as to the accuracy or completeness of any of the iiifoImation in this Official 
Statement except for information furnished by the Issuer under the caption “The Issuer.” 

L.OUISVILL.E/.JEFFE.RSON COUNTY 
METRO GOVERNMENT, KENTUCKY 

By:/sl Jerrv E. Abramson 
Metro Mayor 
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Appendix A 

The Company 

L.ouisville Gas and Electric Company (“L.G&E”) is a regulated public utility that provides 
electric seivice to approximately ,398,000 customers and natural gas to approximately 324,000 
customers i n  Louisville and adjacent areas in  Kentucky. LG&E’s seivice territory covers 
approximately 700 square miles in 17 counties mid has an estimated population of one million. 
Included iii this area is the Fort ffiiox Military Reservation to wliicli LG&E transports natural gas 
and provides electric service, but which maintains its own distribution systems. L,G&E also 
provides natural gas service in limited additional areas. 

For tile twelve month period ended December 3 I ,  2006, approximately 70% of L.G&E’s 
total operating revenues were derived from electric operations and approximately 30% from 
natural gas operations. Coal-fired generating units provided approximately 97?4 of L.G&E’s net 
kilowatt-hour generation for the twelve month period ended December 3 1, 2006., The remainder 
of net generation was made up o f a  hydroelectric plant and natural gas and oil fueled combustion 
turbine peaking units. L.G&E does not have any nuclear generating stations and has no plans to 
build any in the foreseeable future. 

LG&E i s  a subsidiary of E..ON U S .  LLC (“E.ON U.S.”), a diversitied energy-services 
holding company headquarkred in L.ouisville, Kentucky and an indirect subsidiary of E.ON AG 
(“E..ON”), an international integrated energy company with its principal operations in continental 
Europe, the United Kingdom, Scandinavia and the U.S. Prior to December 1, 2005, E.ON U.S. 
was known as L.G&E Energy LLC. Previously, effective December 30,2003, L,G&E Energy 
LLC (now E.ON U.S. LLC) became the successor, by assignment and subsequent merger, to all 
the assets and liabilities of LG&E E.nergy Corp 

In December 2000, LG&E Energy Corp.,, now E.ON U S,, L,LC, was acquired by 
Powergen pic, now Powergen Limited (“Powergen”). Subsequently, in July 2002, E.ON 
completed its acquisition of Powergen. As a result of the acquisition, E.ON US. became a 
wholly owned subsidiary of E.ON. As a result oftliese acquisitions and otherwise, E.ON and 
E.ON U.S. registered as holding companies under the Public Utility Holding Company Act of 
2005 in June 2006, and were formerly registered holding companies under the Public Utility 
Holding Company Act of 1935. L.G&E has continued its separate identity and its preferred stock 
and debt securities were not affected by these merger transactions. 

L,G&E’s executive offices are located at 220 West Main Street, P.O. Box 32010, 
L,ouisville, Kentucky 40232, telephone: (502) 627-2000., 
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Selected Financial Data 

(Millions of S) 

Year Ended 
December 3 1 ~ 

2006 2005 2004 
Income Statcment Information: 

Opcrating RCVCI~LICS I .,. .,.”. $1,338 $1,424 $1,173 
Net Income,, ,, . .... ”...” , ., ~..,..,,...,...,., .. .I 1 I7 129 96 
Ratio of Earnings to 

Fixed Charges (1) .. ”... .,. ., . .. .. . . , . . . 5 . 1 6 ~  6 I lx  5 . 3 8 ~  

Dcccinber 3 I, Yo of 
2006 Ca~italization 

Capitalization: 

Total Long-Tcrm Debt (2) , ,. , , , . . ,  , .  . , , .,. $ 572 33% 

.Total Prefencd Stock (2) ,  , . , .,. , I  70 4 

Total Common Equi 1.094 __ 63 

Total Capitalization LLJz &.&& 

(I) For purposes ofthis ratio, “Earnings” consist of the aggregate oflnconie Before Cumulative Effect o f a  
Change in Accounting Principle, tilxes on income, investment tax credit (net) and “Fixed Charges.” “Fixed 
Charges” consist of interest charges and one-third of rentals charged to operating expenses 

LG&E redeemed all of its outslanding preferred stock and mandatorily redeemable preferred stock on April 
16, 2007. Funding for this redemption was provided by new long-term loans in the aggregate amount of 
$138 million from LG&E’s affiliate, Fidelia Corporation. 

‘The unaudited financial data in the table above for the years ended December 3 1, 2006, 

(2) 

2005 and 2004 is derived from LG&E’s audited financial statements for the years ended 
December 31,2006,2005 and 2004 included in LG&E’s Form IO-K for the year ended 
December 3 1, 2006. PricewaterliouseCoopers LLP audited LG&E’s financial statements for the 
years ended December 3 1,2006,2005 and 2004. 

Available Information 

LG&E currently is subject to the information requirements of the Securities Exchange 
Act of 1934 and, accordingly, files reports, proxy statements and other information with the 
Securities and Exchange Commission (the “SEC.”). Such reports, proxy statements and other 
information, as well as reports and other information regarding E.ON, on file can be inspected 
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and copied at the public reference facilities ofthe SEC, currcntly at  Room 1580, 100 F Street, 
N.E., Washington, DC 20549; and copies of such material can be obtained from the Public 
Reference Section ofthe SEC at its principal office at 100 F Street, N.E.,, Washington, DC 20549 
at prescribed rates or from tlie SEC's Web Site (http://www.sec.,gov). Please call tlie SEC at 1- 
800-SEGO330 for further information 011' the public reference room 

It is anticipated tliat shortly after tlie date of the issuance of the Bonds, L.G&E will no 
longer be subject to the information requirements of tlie Securities Exchange Act of 19.34 and 
will cease filing such reports, proxy statements and other information with the SE.C. L.G&E will 
continue to file audited annual financial information and certain unaudited quarterly financial 
information with the Repositories. LG&E also will provide such information to tlie Underwriters 
and Broker-Dealers and will provide such information upon request to any holders or potential 
holders of the Bonds 

Documents Incorporated By Reference 

The following documents, as filed by LG&E. with the SEC, are incorporated lierein by 
reference: 

1.  Form 10-K Annual Report of L.G&E for the year ended December 3 I ,  2006; 

2. Form 8-K Current Report ofL.G&E tiled with tlie SEC on March 15,2007; 

3.  Form 8-K Current Report of LG&E filed with the SEC on April 11,2007; and 

4. Form 8-K Current Report ofL.G&E filed with the SE.C on April 18, 2007, 

All documents filed by LG&E with the SEC or tlie Repositories subsequent to the date of 
this Official Statement and prior to the termination of the offering of the Bonds shall be deemed 
to be incorporated by reference in tliis Appendix and to be made a part hereof from tlieir 
respective dates of filing., Any statement contained in a document incorporated or deemed to be 
incorporated by reference in this Official Statement shall be deemed to be modified or 
superseded for purposes of this Official Statement to the extent that a statement contained in this 
Official Statement or in any other subsequently filed document which also is or is deenied to be 
incorporated by reference in this Official Statement 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 of this Official Statement. As indicated above, it is anticipated that LG&E 
will cease filing reports with tlie SEC shortly after tlie date of issuance of tlie Bonds. 

LCSrE hereby undcrtaltes to provide without charge to each person (including any 
beneficial owner) to whom a copy of this Official Statement has been delivered, on the 
written or oral request of any such person, a copy of any or all of the documents referred to 
above which have been or may be incorporated in this Official Statement by reference, 
other than certain exhibits to such documents. Requests for such copies should be directed 
to Dan Arbough, Louisville Gas and Electric Company, 220 West Main Street, P.O. Box 
,32010, Louisville, Kentucky 40232, telephone: (502) 627-2000. 
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Appendix B 

Auction Procedures 

The following is a summary of definitions of certain terms relating to tlie Auction 
Procedures: 

“Ageiit hfe/77ber-” means a member of, or participant in, DTC who shall act on behalf of a 
Bidder. 

“A// No/(/ Rote” means, as of any Auction Date, 55Y0 of the index iii effect on such 
Auction Date for any Bond the interest on which is not includable in gross income of the 
beneficial ownei of such Bond for federal income tax purposes and 85% of the index in effect on 
such Auction Date for any Bond the interest 011 which is includable in gross income of the 
benelicial owner of such Bond for federal income tax purposes. 

“Ai/ctio/7” shall inmi each periodic iniplementation of tlie Auction Procedures. 

“Airction Agr.eeiiterz/” shall mean the Auction Agreement dated as of March 1, 2007 
between the Company and the Auction Agent, as amended and supplemented from time to time. 

“Azrctiori Ager7t” shall mean the auction agent appointed in accordance with the 
Indenture. 

“iliictio/7 Date” means: 

(a) Daily Auction Period. If the Bonds are in a daily Auction Period, each Business Day 
unless such day is tlie Business Day prior to the conversion fiom a daily Auction Period to 
another Auction Period, 

(b) Flexible Auction Period,. If the Bonds are in a Flexible Auction Period, the last 
Business Day ofthe Flexible Auction Period, and 

(c) Other Auction Periods. If the Bonds are in  any other Auction Period, tlie Business 
Day next preceding each Interest Payment Date for such Bonds (whether or not an Auction shall 
be conducted on such date); 

provided, however, that the last Auction Date with respect to the Bonds in an Auction Period 
other than a daily Auction Period or Flexible Auction Period shall be the earlier of(i) the 
Business Day next preceding the Interest Payment Date next preceding the Conversion Date for 
the Bonds and (ii) the Business Day next preceding the Interest Payment Date next preceding the 
final maturity date for the Bonds; and 

provided, further., that if the Bonds are i n  a daily Auction Period, tlie last Auction Date shall be 
the earlier of (x) tlie second Business Day next preceding the Conversion Date for the Bonds and 
(y) the Business Day next preceding the final maturity date for tlie Bonds. The last Business Day 
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(A) (B) 
When Auctions Auction Period 
Occur on This Day 

Friday Monday 
Monday Tuesday 
Tuesday Wednesday 
Wednesday Thursday 
Thursday Friday 

Generally Begins ‘This 
Day 

B-2 

(C) 
Auction Periods 
Generally End This Day 

Sunday 
Monday 
Tuesday 
Wednesday 
Thursday 



the table above (or the day following the last day ofthe prior Auction Period if the prior Auction 
Period does not end on the day of the week specified in  column C of the table above) and ending 
on the same day of the week specified in colunin C of the table above four weeks later (unless 
such day is not followed by a Business Day, in  which case on the next succeeding day which is 
followed by a Business Day) 

(e) 3.5-day Azictiorz Period With respect to Bonds in a 35-day Auction Period, if 
Auctions generally are conducted on the day of the week specified in column A of the table 
above, a period of generally 35 days beginning on the day of the week specified in colunin B of 
the table above (or the day following the last day of the prior Auction Period if the prior Auction 
Period does not end on the day of the week specified in  column C of the table above) and ending 
on the day of the week specified in column C ofthe table above five weeks later (unless such day 
is not followed by a Business Day, in which case on the next succeeding day which is followed 
by a Business Day). 

(f) T/me-riiorifh Aiicfiori Period With respect to Bonds in a three-month Auction 
Period, a period of generally three months (or shorter period upon a conversion front another 
Auction Period) beginning on the day following the last day of the prior Auction Period and 
ending on the calendar day immediately preceding the first Business Day of the month that is the 
third calendar month following the beginning date of such Auction Period; and 

(g) Sis-ri?ori[/i /fzictior7 Pwiotl With respect to Bonds in a six-month Auction Period, 
a period of generally six months (or shorter period upon a conversion from another Auction 
Period) beginning on the day following the last day of the prior Auction Period and ending on 
the calendar day imniediately preceding the first Business Day of the month that is the sixth 
calendar month following the beginning date of such Auction Period; 

Provided, however, that if there is a conversion of Bonds with Auctions generally 
conductcd on the day ofthe week specified i n  column A of the table above, (i) from a daily 
Auction Period to a seven-day Auction Period, the next Auction Period shall begin on the date of 
the conversion (i.e., the Interest Payment Date for the prior Auction Period) and shall end on the 
next succeeding day of the week specified in column C of the table above (unless such day is not 
followed by a Business Day, i n  which case on the next succeeding day which is followed by a 
Business Day), (ii) from a daily Auction Period to a 28-day Auction Period, the next Auction 
Period shall begin on the date of the conversion (is.,  the Interest Payment Date for the prior 
Auction Period) and shall end on the day of the week specified in column C of the table above 
(unless such day is not followed by a Business Day, in which case on the next succeeding day 
which is followed by a Business Day) which is more than 21 days but not more than 28 days 
front such date of conversion, and (iii) from a daily Auction Period to a 35-day Auction Period, 
the next Auction Period shall begin on the date ofthe conversion (Le, the Interest Payment Date 
for the prior Auction Period) and shall end on the day of the week specified in column C of the 
table above (unless such day is not followed by a Business Day, in which case on the next 
succeeding day which is followed by a Business Day) which is more than 28 days but no more 
than 35 days from such date of conversion. 

Notwithstanding the foregoing, if an Auction is for an Auction Period of more than seven 
days and the Auction Rate on such Auction Date is the Maximum Rate as the result of a lack of 
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Sufficient Clearing Bids, the Auction Period shall automatically convert to a seven-day Auction 
Period, On the following Auction Date, the Auction shall he conducted for an Auction Period of 
the same length as the Auction Period prior to such automatic conversion. If such Auction is 
successful, the Auction Period shall revert to the length prior to the automatic conversion, and, i f  
such Auction is not successful, the Auction Period shall be another seven-day period. 

“Auc~io~i  PeriodRnle” means the Auction Rate or any other rate of interest to be borne by 
the Bonds during each Auction Period determined in accordance with these Auction Procedures; 
provided, however, in  no event may the Auction Period Rate exceed the Maximum Rate. 

“Auction Procedziies” means the procedures for, conducting Auctions for Bonds during 
an Auction Rate Period set forth in this Appendix B,. 

“Azrction Rnie” means for each Auction Period, (i) i f  Sufficient Clearing Bids exist, the 
Winning Bid Rate, provided, however, ifall  ofthe Bonds are the subject of’Subniitted Hold 
Orders, the All Hold Rate for such Bonds and (ii) if’Sufficient Clearing Bids do not exist, the 
Maximum Rate for. such Bonds. 

“ilzrctior7 Rate Period’ means any period of time commencing on the day following the 
Initial Period and ending on the earlier of the Conversion Date or the day preceding the final 
maturity date ofthe Bonds. 

“Azrtl7orized De/7omimtio~r” means $25,000 and integral multiples thereof so long as the 
Bonds bear interest at the Auction Period Rate, 

"Available Bonds” means, on each Auction Date, the number of Units of Bonds that are 
not the subject of Submitted Hold Orders. 

“Bid’ shall have the meaning set forth below under “Orders by Existing Holders and 
Potential Holders,” 

“Bidder” shall have the meaning set forth below under “Orders by Existing Holders and 
Potential Holders.” 

“Bi.o/cer-Dealer-” shall mean any entity permitted by law to perform the tinctions 
required o f a  Broker-Dealer set forth in the Auction Procedures (i) that is an Agent Member (or 
an affiliate of an Agent Member), (ii) that has been selected by the Company with the consent of 
the Atiction Agent, and (iii) that has entered into a Broker-Dealer Agreement with the Auction 
Agent that remains effective. The “Broker-Dealer of record” with respect to any Bond is the 
Broker-Dealer which placed the Order for such Bond or whom the Existing Holder of such Bond 
has designated as its Broker-Dealer with respect to such Bond, in each case as reflected in the 
records of the Auction Agent 

“B~okeI-Uen/eiAgiee~.lne~it” shall mean, i f  the Bonds are in the Auction Rate Period, 
each agreement between a Broker-Dealer and the Auction Agent substantially in the form of 
Exhibit A to the Auction Agreement pursuant to which a Broker-Dealer, among other things, 
agrees to participate in Auctions as set forth in  the Auction Procedures, as from time to time 
amended and supplemented 
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“Broker-Dealer Deadhe” means, with respect to an Order, the internal deadline 
established by the Broker-Dealer through which the Order was placed after which it will not 
accept Orders or any change in any Order, previously placed with such Broker-Dealer; provided, 
however, that nothing shall prevent the Broker-Dealer from correcting Clerical Errors by tlie 
Broker-Dealer with respect to Orders from Bidders after the Broker-Dealer Deadline pursuant to 
the provisions herein. Any Broker-Dealer may change the time or times of its Broker-Dealer 
Deadline as it relates to such Broker-Dealer by giving notice not less than two Business Days 
prior to tlie date sucli change is to take effect to Bidders who place Orders through such Broker- 
Dealer., 

“Clerical Ewer" means a clerical error in the processing of an Order, and includes, but is 
not limited to, the following: (i) a transmission error, including but not limited to, an Order sent 
to the wrong address or number, failure to transmit certain pages or illegible transmission, (ii) 
failure to transmit an Order received from one or more Existing Holders or Potential Holders 
(including Orders from the Broker-Dealer which were not originated by the Auction Desk) prior 
to the Broker-Dealer Deadline or generated by the Broker-Dealer’s Auction Desk for its own 
account prior to the Submission Deadline or (iii) a typographical error. Determining whether an 
m o r  is a “Clerical Error” is within the reasonable judgment of the Broker-Dealer, provided that 
the Brolcer-Dealer has a record of the correct Order that shows it was so received or so generated 
prior to the Broker-Dealer Deadline or the Submission Deadline, as applicable. 

“Cori?par?jt’ means L.ouisviik Gas and Electric Company 

“DTC‘ shall mean The Depository Trust Company, New York, New York, a limited 
purpose trust company organized under the laws of the State of New York, and its successors 
and assigns (in each case, which shall be a qualified and registered “clearing agency” under 
Section 17A of the Securities Exchange Act of 1934, as amended) or if The Depository Trust 
Company or its successor or assign resigns from its functions as depository for the Bonds, any 
other securities depository which agrees to follow tlie procedures required to be followed by a 
securities depositoiy in connection with the Bonds and which is selected by the Issuer, at the 
direction of the Company, with the consent of the initial Broker-Dealer. 

“Electronic hfemis” means, facsimile transmission, email transmission or other similar 
electronic means of communication providing evidence of transmission, including a telephone 
communication confirmed by any otlier method set fort11 in this definition. 

“Error Correcrio/i Deadlilirie” mcans one hour after tlie Auction Agent completes the 
dissemination of the results of the Auction to Broker-Dealers without regard to the time of 
receipt of such results by any Broker-Dealer.; provided, however, i n  no event shall the E.rror 
Correction Deadline extend past 4:00 p m ,  New York City tinie, unless the Auction Agent 
experiences technological failure or force majeure in disseininating the Auction results which 
causes a delay in  dissemination past 3:00 p.in., New York City time. 

“Existing Holder” shall mean, (a) with respect to and for the purpose of dealing with the 
Auction Agent in  connection with an Auction, a person who is a Broker-Dealer listed in the 
Existing Holder registry at the close of business on the Business Day immediately preceding the 
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Auction Date for such Auction; and (b) with respect to and for the purpose of dealing with the 
Broker-Dealer in connection with an Auction, a person who is a beneficial owner of Bonds. 

“Flexible Aiicliori Period’ means with, 

(a) any period of 182 days or less which is divisible by seven and which begins on an 
Interest Payment Date and ends (i) in  the case of Bonds with Auctions generally conducted on 
Fridays, on a Sunday unless such Sunday is not followed by a Business Day, in which case on 
the next succeeding day which is followed by a Business Day, (ii) in the case of Bonds with 
Auctions generally conducted on Mondays, on a Monday unless such Monday is not followed by 
a Business Day, in which case on the next succeeding day which is followed by a Business Day, 
(iii) i n  the case of Bonds with Auctions generally conducted on Tuesdays, on a Tuesday unless 
such ‘Tuesday is not followed by a Business Day, in which case on the next succeeding day 
which is followed by a Business Day, (iv) in the case of Bonds with Auctions generally 
conducted on Wednesdays, on a Wednesday unless such Wednesday is not followed by a 
Business Day, in  which case on the next succeeding day which is followed by a Business Day, 
and (v) in the case of Bonds with Auctions generally conducted on Thursdays, on a Thursday 
unless such ‘Thursday is not followed by a Business Day, in which case on the next succeeding 
day which is followed by a Business Day or 

(b) any period which is longer than 182 days which begins on an Interest Payment Date 
and ends not later than the final scheduled maturity date of the Bonds,. 

“Hold Order” shall have the meaning set forth below under “Orders by Existing Holders 
and Potential Holders,” 

“l/ide,x” shall mean: 

(i) On any Auction Date with respect to Bonds in any Auction Period of less 
than 180 days, the Index shall be LIBOR. The Index with respect to Bonds in any 
Auction Period of 180 days or more shall be greater of LIBOR or  the rate on the United 
States Treasury Securities having a maturity which closely approximates the length ofthe 
Auction Period, as last published in The Wall Street Journal,. 

(ii) 
provided in the Indenture, the Index shall be the Index for the Auction Period ending on 
such Auction Date. 

(iii) 

Iffor any reason on any Auction Date the Index shall not be determined as 

The determination ofthe Index as provided in the Iiidentu~z shall be 
conclusive and binding upon the Company, the Issuer, the Trustee, the initial Broker- 
Dealer and any other Broker-Dealers, the Auction Agent and the registered owners and 
Beneficial Owners ofthe Bonds. 

“l~iitiol Period’ means the period from April 26, 2007 to May 3, 2007 

“Interest Poyriieiit Dote” with respect to Bonds bearing interest at Auction Period Rates, 

i means May 4,2007 and thereafter. (a) when used with respect to any Auction Period other than a 
daily Auction Period or a Flexible Auction Period, the Business Day immediately following such 



Auction Period, (b) when used with respect to a daily Auction Period, the first Business Day of 
the month immediately succeeding such Auction Period, (c) when used with respect to 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) I83 or more days, each semiannual date on which 
interest on the Bonds would be payable if such Bonds bore interest at a fixed rate of interest and 
on the Business Day ininiediately following such Flexible Auction Period, and (d) the date when 
tlie final payment of principal of the Bonds becomes due and payable (whether at stated maturity, 
upon redemption or acceleration, or otherwise). 

“LZBOR on any date of determination for any Auction Period, means: (i) for any 
Auction Period of fewer than 49 days, the offered rate for deposits in  U,S. dollars for a one- 
month period which appears on the Teler’ate Page ,3750 at approximately 11:OO a.in., L.ondon 
time, on such date, or if such date is not a date on which dealings i n  U,S. dollars are transacted in 
the L.ondon interbank market, then on tlie immediately preceding day on which sucli dealings 
were transacted in such market and (ii) for any Auction Period of (A) 49 or more but fewer than 
70 days, such rates for deposit i n  U.S. dollars for a two-month period, (B) 70 or more but fewer 
than 120 days, such rates for deposit in US. dollars for a three-montli period, (C) 120 days or 
more but fewer tlian 148 days tlie arithmetic average ofsuch rates for deposits in U,S. dollars for 
three and six-month periods, (D) 148 or more but fewer than 180 days, such rate for deposits in 
U.S. dollars for a six month period, (E) 180 or more but fewer than 225 days, tlie arithmetic 
average of such rates for deposits in US,  dollars for six and nine-niontli periods, (F) 225 or more 
but fewer than 290 days, such rate for deposits in  US. dollars for a nine-niontli period, (G) 290 
or more but fewer tlian 32.5 days, such rates for deposits in US,  dollars for nine-month period, 
and (ti) ,325 or more but fewer than 365 days, such rate for deposits in LLS., dollars for a one-year 
period. 

“Maxi?77zu77 Rare” shall mean on any date of determination, the lesser of (i) tlie maximum 
interest rate permitted by applicable law or (ii) 15% 

“Order.” shall have the ineaning set forth below under “Orders by Existing Holders and 
Potential Holders ,” 

“Po/enfio/ Holder” sliall mean any person, including any Existing Holder, who may be 
interested in acquiring the beneficial ownership of Bonds during an Auction Rate Period or, in 
the case of an Existing Holder thereof, the beneficial ownership of an additional principal 
amount of Bonds during an Auction Rate Period. 

“ S d /  Order” shall have the nieaning set forth below under “Orders by Existing Holders 
and Potential Holders,” 

“Szrbrnlssior~ Dendlirte” means 1:00 p.ni., New York City time, on each Auction Date not 
in a daily Auction Period and 11:OO a.m., New York City time, on each Auction Date in a daily 
Auction Period, or such otlier time on such date as shall be specified from time to time by tlie 
Auction Agent if directed in writing by tlie Trustee or tlie Company pursuant to the Auction 
Agreement as tlie time by which Broker-Dealers are required to submit Orders to tlie Auction 
Agent,. Notwithstanding tlie foregoing, tlie Auction Agent will follow the Securities Industry and 
Financial Markets Association’s E.arly Market Close Recommendations for shortened trading 
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days for the bond markets (the “SIFMA Recommendation”) unless the Auction Agent is 
instructed otherwise in writing by the .Trustee or the Company. I n  the event o fa  SIF‘MA 
Recommendation with respect to an Auction Date, the Submission Deadline will be 11.30 a.m , 
instead of 1:00 p m ,  New York City time. 

“SubiiiittedBid‘ shall have the meaning set forth below under “Determination of Auction 
Period Rate.” 

“Subinitled Huld Order” shall have the meaning set forth below under “Determination of 
Auction Period Rate.” 

“Szrbrnitted Order” shall have the meaning set forth below under “Determination of 
Auction Period Rate.’’ 

“SzrbtnittedSeN Order” shall have the meaning set forth below under “Determination of 
Auction Period Rate.” 

“Sulficient Clearing Bid$’ means an Auction for which the number of Units of such 
Bonds that are the subject of Submitted Bids by Potential Holders specifying one or more rates 
not higher than the Maximum Rate is not less than the number of Units ofsuch Bonds that are 
the subject of Submitted Sell Orders and of Submitted Bids by Existing Holders specifying rates 
higher than the Maximum Rate. 

  unit.^" has the meaning set forth below under “Determination of Auction Period Rate.” 

“Winning BidRate” means the lowest rate specified in  any Submitted Bid which if 
calculated by the Auction Agent as the Auction Rate would cause the number of Units of such 
Bonds that are the subject of Submitted Bids specifying a rate not greater than such rate to be not 
less than the number of Units of Available Bonds, 

The following are the procediires to be zrsed in cundzrcting Azictions. As a szrintnaiy, it 
does not pzirpori to be coinplete and is qzialifed in its entirep b,y reference to the Auction 
Pt-ocedzrres set for-tlt in the Indentiire, 

Auction Period - General 

During any Auctioii Rate Period, the Bonds shall bear interest at the Auction Rate 
determined as set foith below,. The Auctioii Rate for any initial Auction Period immediately 
after either any conversion to an Auction Rate Period or a mandatory purchase of Bonds 
pursuant to the Indenture shall be the rate of interest per annum determined and certified to the 
Tiustee (with a copy to the Bond Registrar, Paying Agent and the Company) by the initial 
Broker-Dealer on a date not later than the 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 opinioii of 
the initial Broker-Dealer, would be necessary as of the date ofsuch 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 thereoe provided that such interest rate shall not exceed 
the Maximum Rate. Except for the Initial Period, which commences on the date of original 
issuance ofthe Bonds, and as otherwise provided in the Indenture for any other Auction Period, 
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the Auction Rate shall be the rate of interest per annuin that results from implementation of the 
Auction Procedures; provided that such interest rate shall not exceed the Maximum Rate. If the 
Auction Agent fails to calculate or, for any reason, fails to provide the Auction Rate on the 
Auction Date, for any Auction Period the Auction Rate shall be determined as set forth below 
under “Deterinination of Auction Period Rate” 

Change of Auction Period 

The Company, may, from time to time on the Interest Payment Date iminediately 
following the end of any Auction Period, change the length of the Auction Period with respect to 
all of the Bonds among daily, seven-days, 28-days, 35-days, three months, six months or a 
Flexible Auction Period in order to accoininodate economic and financial factors that may affect 
or be relevant to the length of the 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 the DTC that tlie 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. 

Any such changed Auction Period shall be for a period of one day, seven-days, 28-days, 
35-days, three nionths, six months or a Flexible Auction Period and shall be for all of tlie Bonds. 

The change i n  length of the 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 ofthe 
Auction for such new Auction Period only, except to the extent any Existing Holder submits an 
Order with respect to such Bonds, each E,xisting Holder shall be deemed to have submitted Sell 
Orders with respect to all of its Bonds if the 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 Maximuni 
Rate, and the Auction Period shall be a seven-day Auction Period., 

The Auction Agent, at the direction of the Company, may specify an earlier or later 
Auction Date (but in no event inore than five Business Days earlier or later) than the Auction 
Date that would otherwise be determined in  accordance with the definition of “Auction Date” i n  
order to conforin 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 Tiustee, the Issuer, the Company aiid 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, the day of the week 011 which a Flexible 
Auction Period ends and the Interest Payment Date relating to a Flexible Auction Period shall be 
ad,justed accordingly. 

If, in the opinion of the 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, the Auction Agent and the Broker-Dealers may, as they deem appropriate, set a 
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different Auction Date and adjust any Interest Payment Dates and Auction Periods affected by 
such unscheduled holiday. 

Orders by Existing Holders and Potential Holders 

Subject to the provisions described above under “Auction Period - General”, Auctions 
shall be conducted on each Auction Date in  the inannet described under this heading and in the 
remainder oftliis Appendix B prior to the Submission Deadline on each Auction Date during an 
Auction Rate Period. 

Prior to the Broker-Dealer Deadline on each Auction Date: 

(i) each Existing Holder may submit to a Broker-Dealer, in writing or by such 
other method as shall be reasonably acceptable to such Broker-Dealer, one or more 
Orders as to: 

(A) the principal amount of Bonds, i f  any, held by such Existing Holder 
which such Existing Holder commits to continue to hold for the next succeeding Auction 
Period without regard to the Auction Rate for such Auction Period, 

(B) the principal amount of Bonds, i f  any, held by such Existing Holder 
which such Existing Holder commits to continue to hold for the next succeeding Auction 
Period ifthe Auction Rate for the next succeeding Auction Period is not less than the rate 
per annum specified in such Order (and if the Auction Rate is less than such specified 
rate, the effect of the Order shall be as set forth in paragraph (b)(i)(A) below), and/or 

(C) the principal amount of Bonds, if any, held by such Existing Holder. 
which such Existing Holder offers to sell on the f i rst Business Day of the next succeeding 
Auction Period (or on the same day in the case o f a  daily Auction Period) without regard 
to the Auction Rate for the next succeeding Auction Period; and 

(ii) each Potential Holder may submit to a Broker-Dealer, in writing or by 
such other method as shall be reasonably acceptable to such Broker-Dealer, an Order as 
to the principal amount of Bonds, which each such Potential Holder offers to purchase i f  
the Auction Rate fot the next succeeding Auction Period is not less than the rate per 
annum then specified by such Potential Holder,. 

For the putposes of the Auction Procedures, an Order containing the information referred 
to i n  clause (i)(A) above is refet-red to as a “Hold Order,’’ an Order containing the information 
referred to in clause (i)(B) or (ii) above is referred to as a “Bid,” and an Order containing the 
information referred to in clause (i)(C) above is referred to as a “Sell Order.” 

No Auction Desk o f a  Broker-Dealer shall accept as an Order a submission (whether 
received from an Existing Holder or a Potential Holder or generated by the Broker-Dealer for its 
own account) which does not conform to the requirements of the Auction Procedures, including, 
but not limited to, submissions which are not in Authorized Denominations, specify a rate which 
contains more than three figures to the right of.the decimal point or specify an amount greater 
than the amount of outstanding Bonds. No Auction Desk o f a  Broker-Dealer shall accept a Bid 
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or Sell Order which is conditioned on being filled in whole 01 a Bid which does not spccify a 
specific interest rate 

(i) 
Business Day of the next succeeding Auction Peiiod (or tlie same day i n  the case 
of a daily Auction Period): 

A Bid by an Existing Molder shall constitute an offer to sell on tlie first 

(Ajtlie principal amount of Bonds specified in  such Bid if tlie Auction 
Rate for tlie next succeeding Auction Period shall be less than the rate specified in  such 
Bid; or 

(B) such principal amount or a lesser principal amount of Bonds to be 
determined as described in subsection (aj(v) below under tlie heading “Allocation of 
Bonds” i f  the Auction Rate for the next succeeding Auction Period shall be equal to such 
specified rate; or 

(C) a lesser principal amount of Bonds to be determined as described in 
subsection (b)(iv) below under the heading “Allocation of Bonds” if such specified rate 
shall be higher than the Maximum Rate and Sufficient Clearing Bids do not exist. 

(ii) A Sell Order by an Existing Holder shall constitute an offer to sell: 

(Ajthe principal amount of Bonds specified in such Sell Order; or 

(B) such principal amount or a lesser principal amount of Bonds as 
described in subsection (b)(iv) below under the heading “Allocation of Bonds” if 
Sufficient Clearing Bids do not exist. 

(iii) A Bid by a Potential Holder sliall constitute an offer to purcliase: 

(A) tlie principal amount of Bonds specified in such Bid if the Auction 
Rate for the next succeeding Auction Period shall be higher than the rate specified 
therein; or 

(B) such principal amount or a lesser priiicipal amount of Bonds as 
described in subsection (a)(vi) below under the heading “Allocation of Bonds” i f  the 
Auction Rate for tlie next succeeding Auction Period shall be equal to sucli specified rate. 

Anything liercin to the contrary notwithstanding: 

(i) If an Order or Orders covering all of tlie Bonds held by an Existing 
Holder is not submitted to the Broker-Dealer of record for such Existing Holder prior to 
the Broker-Dealer Deadline, such Broker-Dealer shall deem a Hold Order to have been 
submitted on behalf of such Existing Molder covering the principal amount of Bonds held 
by sucli Existing Holder and not subject to Orders submitted to such Broker-Dealer; 
provided, however, that if there is a conversion from one Auction Period to a longer 
Auction Period and Orders have not been submitted to such Broker-Dealer prior to tlie 
Broker-Dealer Deadline covering tlie aggregate principal amount of Bonds to be 
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converted held by such Existing Holder, such Broker-Dealer shall deem a Sell Order to 
have been submitted on behalf of such Existing Holder covering tlie principal amount of 
Bonds to be converted held by such Existing Holder not subject to Orders submitted to 
such Broker-Dealer. 

(ii) for purposes of any Auction, any Order by any Existing Holder or 
Potential Holder shall be revocable until the Broker-Dealer Deadline, and after the 
Broker-Dealer Deadline, all such Orders shall be irrevocable, except as provided below 
under tlie heading “Submission of Orders by Broker-Dealers to Auction Agent”; and 

(iii) for purposes of any Auction other than during a daily Auction Period, any 
Bonds sold or purchased pursuant to tlie immediately preceding paragraph shall be sold 
or purchased at a price equal to 100% of tlie principal amount tliereoc provided tliat, for 
purposes of any Auction during a daily Auction Period, such sale or purchase price shall 
be 100% of the principal amount thereof plus accrued interest to tlie date of sale or 
purchase. 

Submission of Orders by Broker-Dealers to Auction Agent 

Each Broker-Dealer shall submit to the Auction Agent in writing, or by such Electronic 
Meaiis as shall be reasonably acceptable to the Auction Agent, prior to the Submission Deadline 
on each Auction Date, all Ordeis accepted by such Broker-Dealer in accordance with tlie 
provisions set forth above under “Orders by Existing Holders and Potential Holders” and 
specifying with respect to each Order or aggregation of Orders pursuant to the following 
paragraph: 

(i) tlie name of the Broker-Dealet; 

(ii) the number of Bidders placing Orders, if requested by the Auction Agent; 

(iii) the aggregate number of Units of Bonds, i f  any, tliat are the subject of 
such Order, where each Unit is equal to tlie principal amount of the minimum 
Authorized Denomination of the Bonds; 

(iv) to the extent that such Bidder is an Existing Holder: 

(A)tlie number of Units of Bonds, if any, subject to any Hold Order placed 
by such Existing Holder; 

(B) the number of Units of Bonds, i f  any, subject to any Bid placed by 
such Existing Holder and the rate specified in  such Bid; and 

(C) tlie number of Units of Bonds, if any, subject to any Sell Order placed 
by such Existing Holder; and 

(v) to the extent such Bidder is a Potential Holder, the rate specified in such 
Bid,. 
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If more than one Bid is submitted to a Broker-Dealer on behalf of any single Potential 
Holder, the Broker-Dealer shall aggregate each Bid on behalf of such Potential Holder submitted 
with the same rate and consider such Bids as a single Bid and shall consider each Bid submitted 
with a different rate a separate Bid with tlie rate and the number of Units of Bonds specified 
therein. 

A Broker-Dealer may aggregate the Orders of different Potential Holders with those of 
other Potential Holders on whose behalf the Broker-Dealer is submitting Orders and may aggregate 
the Orders of different Existing Holders with other Existing Holders on whose behalf the Broker- 
Dealer is submitting Orders; provided, however, Bids may only be aggregated if the interest rates 
on the Bids are the same., 

None of the Issuer, the Company, the Trustee or the Auction Agent shall be responsible 
for the failure of any Broker-Dealer to submit an Order to the Auction Agent on behalf of any 
Existing Holder or Potential Holder 

Nothing contained herein shall preclude a Broker-Dealer from placing an Order for some 
or all of the Bonds for its own account. 

IJntil tlte Submission Deadline, a Broker-Dealer may witlidraw or modify any Order 
previously submitted to the Auction Agent (i) for any reason if the Order was generated by the 
Auction Desk of the Broker-Dealer for the account of the Broker-Dealer or (ii) to correct a 
Clerical Error in the case of any other Order, including Orders from the Broker-Dealer which 
were not originated by tlie Auction Desk 

After the Submission Deadline and prior to the Error Correction Deadline, a Broker- 
Dealer may: 

(i) submit to the Auction Agent an Order received from an Existing Holder, 
Potential Holder or a Broker-Dealer which is not an Order originated by the Auction 
Desk, in each case prior to the Broker-Dealer Deadline, or an Order generated by the 
Broker-Dealer’s Auction Desk for its own account prior to the Submission Deadline 
(provided that in each case tlie Broker-Dealer has a record of such Order and the time 
when such Order was received or generated) and not submitted to the Auction Agent 
prior to the Submission Deadline as a result of (A) an event of force majeure or a 
technological failure which made delivery prior to tlte Subinission Deadline impossible 
or, under the conditions then prevailing, impracticable or (B) a Clerical EIror on the part 
of the Broker-Dealer; or 

(ii) modify or withdraw an Order received front an Existing Holder or 
Potential Holder or generated by the Broker-Dealer (whether generated by the Broker- 
Dealer’s Auctioii Desk or elsewhere within the Broker-Dealer) for its own account and 
submitted to the Auction Agent prior to the Submission Deadline or pursuant to clause (i) 
above, if the Broker-Dealer detennines that sucl-r Order contained a Clerical Error on the 
part of the Broker-Dealer, 

In the event a Broker-Dealer makes a submission, modification or withdrawal pursuant to 
the prior paragraph and tile Auction Agent has already run the Auction, the Auction Agent shall 
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rerun the Auction, taking into account such submission, modification or withdrawal.. Each 
submission, modification or withdrawal of an Order submitted pursuant to the prior paragraph by 
a Brokei-Dealer after the Submission Deadline and prior to the Error Correction Deadline shall 
constitute a representation by the Broker,-Dealer that (A) in the case of a newly submitted Order 
or portion tliereofot revised Order, tlie failure to submit such Order prior to the Submission 
Deadline resulted from an event described in  clause (i)  above and such Order was received from 
an Existing Holder or Potential Holder or is an Order received from the Broker-Dealer that was 
not originated by tlie Auction Desk, in each case, prior to the Broker-Dealer Deadline, or 
generated internally by such Broker-Dealer's Auction Desk for its own account prior to the 
Submission Deadline or (B) in the case o f a  modified or withdrawn Order, such Order was 
received from an Existing Holder, a Potential Holder or the Broker-Dealer which was not 
originated by the Auction Desk prior to the Broker-Dealer Deadline, or generated internally by 
such Broker-Dealer's Auction Desk for its own account prior to the Submission Deadline and 
such Order as submitted to the Auction Agent contained a C.lerical Error on the part of the 
Brolcer-Dealer and that such Order has been modified or withdrawn solely to effect a correction 
of such Clerical Error, and i n  the case of either (A) or (B), as applicable, tlie Broker-Dealer has a 
record of such Order and the time when such Order was received or generated. 'The Auction 
Agent shall be entitled to r,ely conclusively (and shall have no liability for relying) on such 
representation for any and all purposes of the Auction Procedures. 

I f  after the Auction Agent announces tlie results of an Auction, a Broker-Dealer becomes 
aware that an error was made by the Auction Agent, tlie Broker-Dealer shall communicate such 
awareness to the Auction Agent prior to 5:OO p in. New Yorlc City time on the Auction Date (or 
2 9 0  pm, New York City time in the case of Bonds in a daily Auction Period). I f  the Auction 
Agent determines there has been such an error (as a result of either a communication from a 
Broker-Dealer or its own discovery) prior to 3:OO p.m, New York City time on the first day of 
tlie Auction Period with respect to which such Auction was conducted, tlie Auction Agent shall 
correct the error and notify each Broker-Dealer that submitted Bids or held a position in Bonds in 
such Auction of the corlected results. 

Nothing contained herein shall preclude tlie Auction Agent from: 

(i) advising a Broker-dealer prior to the Submission Deadline that it has not 
received Sufficient Clearing Bids for the Bonds; provided, however, that if the Auction 
Agent so advises any Broker-Dealer, it shall so advise all Broker-Dealers; or 

(ii) verifying the Orders of a Brolcer-Dealer prior to or after the Submission 
Deadline; provided, however, that if the Auction Agent verifies the Orders of any Broker- 
Dealer, i t  shall verify the Orders of all Brolcer-Dealers requesting such verification. 

Treatment of' Orders by the Auction Agent 

Ifthe Auction Agent receives an Order which does not conform to the requirements of 
tlie Auction Procedures, the Auction Agent may contact the Broker-Dealer submitting such 
Order until one hour after the Submission Deadline and inform such Broker-Dealer that it may 
resubmit such Order so that it conforms to tlie requirements of the Auction Procedures. Upon 
being so informed, such Broker-Dealer may correct and resubmit to the Auction Agent any such 
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Order that, solely as a result of a Clerical Error on the part of such Broker-Dealer, did not 
conforin to the requirements of the Auction Procedures when previously submitted to the 
Auction Agent., Any such resubmission by a Broker-Dealer shall constitute a representation by 
such Broker-Dealer that the failure of such Order to have so conformed was solely as a result of 
a Clerical Error on the part of such Broker-Dealer. If the Auction Agent has not received a 
corrected conforming Order within one hour and fifteen minutes of the Submission Deadline, the 
Auction Agent shall, if aiid to the extent applicable, adjust or apply such Order, as the case may 
be, in confonnity with the provisions of subsections (b), (c) or (d) below and, if the Auction 
Agent is unable to so adjust or apply such Order, the Auction Agent shall reject such Order. 

If any rate specified in any Bid contains more than three figures to the right of the 
decimal point, the Auction Agent shall round such rate up to the next highest one thousandth of 
one percent (0.001%). 

If one or more Orders covering in the aggregate more than the number of IJnits of 
Outstanding Bonds are submitted by a Broker-Dealer to the Auction Agent, such Orders shall be 
considered valid in the following order of priority: 

(i) 
including in the aggregate the number af Units of Bonds for which such Broker- 
Dealer is the Broker-Dealer of record; 

(ii) 
Existing Holder up to aiid including the excess of the number of Units of Bonds 
for which such Broker-Dealer is the Broker-Dealer of record over the number of 
Units of the Bonds subject to Hold Orders referred to in clause (i) above; 

all Hold Orders shall be considered Hold Orders, but only up to and 

(A) any Bid of a Broker-Dealer shall be considered valid as a Bid of an 

(B) subject to clause (A) above, all Bids of a Broker-Dealer with the 
same rate shall be aggregated and considered a single Bid of an Existing Holder 
up to and including the excess of the number of Units of Bonds for which such 
Broker-Dealer is the Broker-Dealer of record over the number of Units of Bonds 
for which such Broker-Dealer is the Broker-Dealer of record subject to Hold 
Orders referred to in  clause (i) above; 

(C) subject to clause (A) above, if more than one Bid with different 
rates is submitted by a Broker-Dealer, such Bids shall be considered Bids of an 
Existing Holder in the ascending order of their respective rates up to the amount 
of the excess of the number of Units of Bonds for which such Broker-Dealer is 
the Broker-Dealer of record over the number of Units of Bonds for which such 
Broker-Dealer is the Broker-Dealer of record subject to Hold Orders referred to in 
clause (i) above; and 

(D) the number of Units, ifany, of such Bonds subject to Bids not 
considered to be Bids for which such Broker-Dealer is the Broker-Dealer of 
record under this clause (ii) shall be treated as the subject o f a  Bid by a Potential 
Holder; 
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(iii) all Sell Orders shall be considered Sell Orders, but only up to and 
including the number of Units of Bonds equal to the excess of the number of 
Units of Bonds for which such Broker-Dealer is the Broker-Dealer of record over 
the sum of tlie number of Units of the Bonds considered to be subject to Hold 
Orders pursuant to clause (i) above and the number of Units of Bonds considered 
to be subject to Bids for which such Broker-Dealer is the Broker-Dealer of record 
pursuant to clause (ii) above,. 

I f  any Order is for other than an integral number of Units, then the Auction Agent shall 
round tlie amount down to the nearest number of whole Units, and the Auction Agent shall 
conduct the Auction Procedures as i f  such Order had been submitted in such number of Units. 

For purposes of any Auction other than during a daily Auction Period, i f  an Auction 
Agent has been notified by the Trustee, Issuer or Company that any portion of an Order by a 
Broker-Dealer relates to a Bond which has been called for redemption on or prior to the Interest 
Payment Date next succeeding such Auction, the Order shall be invalid with respect to such 
portion aiid the Auction Agent shall conduct the Auction Procedures as i f  such portion of such 
Order had not been submitted. 

For purposes of any Auction other than during a daily Auction Period, no portion o f a  
Bond which the Auction Agent has been notified by the 'Trustee, Issuer or Company has been 
called for redemption on or prior to tlie Interest Payment Date next succeeding such Auction 
shall be included in the calculation of Available Bonds for such Auction. 

If an Order or Orders covering all of the Bonds is not submitted by a Broker-Dealer of 
record prior to the Submission Deadline, the Auction Agent shall deem a Hold Order to have 
beeit submitted on behalf of such Broker-Dealer covering tlie number of Units of Bonds for 
which such Broker-Dealer is the Broker-Dealer of record and not subject to Orders submitted to 
the Auction Agent; provided, however, that ifthere is a conversion from one Auction Period to a 
longer Auction Period and Orders have not been submitted by such Broker-Dealer prior to tlie 
Submission Deadline covering the number of Units of Bonds to be converted foi. which such 
BrolteI-Dealer is the Broker-Dealer of record, the Auction Agent shall deem a Sell Order to have 
been submitted on behalf of such Broker-Dealer covering the number of Units of Bonds to be 
converted for which such Broker-Dealer is the Broker-Dealer of record not subject to Orders 
submitted by such Broker-Dealer. 

Determination of Auction Period Rate 

Ifrequested by the Trustee or a Broker-Dealer, not later than 10:30 am.,  New Yorlc City 
time (or such other time as may be agreed to by the Auction Agent and all Broker-Dealers), on 
each Auction Date, the Auction Agent shall advise such Broker-Dealer (and thereafter confirm to 
the Trustee, ifrequested) of the All Hold Rate, tlie Index and, ifthe Maximum Rate is not a 
fixed interest rate, the Maximum Rate. Such advice, and confirmation, shall be made by 
telephone or other Electronic Means acceptable to tlie Auction Agent. 

Promptly after the Submission Deadline on each Auction Date, the Auction Agent shall 
assemble all Orders submitted or deemed submitted to it by the Broker-Dealers (each such Order 
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as submitted or deemed submitted by a Broker-Dealer being hereinafter referred to as a 
“Submitted Hold Order,” a “Submitted Bid” or a “Submitted Sell Order,” as the case may be, 
and coliectively as a “Submitted Order”) and shall determine (i) the Available Bonds, 
(ii) whether there are Sufficient Clearing Bids, and (iii) the Auction Rate 

If the 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 petiod of 
35 days or less, (A) a new Auction Period shall be established for the same length of time as the 
preceding Auction Period, if 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 the new Auction Period shall be 80% of the Index if the Index is ascertainable on such 
date (by the Auction Agent, ifthere 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 inake 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 
Auctioii Period (or ifsuch 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 Auclion Period Rate for the Auction Period prior to the 
extension, and (ii) if the 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 the 
day that was 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 which is followed by a Business Day) if 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 the new Auctioii Period 
shall be 100% of the Index i f  the Index is ascertainable on such date (by the Auction Agent, if 
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 i f  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 the Auction Period prior to the extension. In the event 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 Period 
beginning on the 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. In the event an Auctioii Period is extended as set forth 
in clause (i) (B) or (ii) (B) above, an Auction shall be held on the last Business Day of the 
Auction Period as so extended to determine an Auction Rate for an Auctioii Period beginning on 
the Business Day immediately following the last day of the extended Auction 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 
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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. 

In the event o f a  failed conversion ftom an Auction Period to any other period or in the 
event o f a  failure to change the length ofthe 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 Maximum Rate and the Auction Period shall 
be a seven-day Auction Period. 

If the Bonds are no longer maintained in book-entry-only form by DTC, then the 
Auctions shall cease and the Auction Period Rate shall be the Maximum Rate,. 

Allocation of Bonds 

(a) In the event of Sufficient Clearing Bids, subject to the further provisions of' 
subsections (c) and (d) below, Submitted Orders shall be accepted or rejected as follows in  the 
following order of priority: 

(i) the Submitted Hold Order of each Existing Holder shall be accepted, thus 
requiring each such Existing Holder to continue to hold the Bonds that are the subject of 
such Submitted Hold Order.; 

(ii) the Submitted Sell Order of each Existing Holder shall be accepted and the 
Submitted Bid of each Existing Holder specifying any rate that is higher than the 
Winning Bid Rate shall be rejected, thus requiring each such Existing Holder to sell the 
Bonds that are the subject of such Submitted Sell Order or Submitted Bid; 

(iii) the Submitted Bid of each Existing Holder specifying any rate that is 
lower than the Winning Bid Rate shall be accepted, thus requiring each such Existing 
Holder to continue to hold the Bonds that are the subject of such Submitted Bid; 

(iv) the Submitted Bid of each Potential Holder specifying any rate that is 
lower than the Winning Bid Rate shall be accepted, thus requiring each such Potential 
Holder to purchase the Bonds that are the subject of such Submitted Bid; 

(v) the Submitted Bid of each Existing Holder specifying a rate that is equal 
to the Winning Bid Rate shall be accepted, thus requiring each such Existing Holder to 
continire to hold the Bonds that are the subject ofsuch Submitted Bid, but only up to and 
including the number of Units of Bonds obtained by multiplying (A) the aggregate 
number of Units of Outstanding Bonds which are not the subject of Submitted Hold 
Orders described in clause ( i )  above or of Submitted Bids described in clauses (iii) or (iv) 
above by (B) a fraction the numerator of which shall be the number of Units of 
Outstanding Bonds held by such Existing Holder subject to such Submitted Bid and the 
denominator of which shall be the aggregate number of Units of Outstanding Bonds 
subject to such Submitted Bids made by all such Existing Holders that specified a rate 
equal to the Winning Bid Rate, and the remainder, i f  any, of such Submitted Bid shall be 
rejected, thus requiring each such Existing Holder to sell any excess amount of Bonds; 
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(vi) the Submitted Bid of each Potential IHolder specifying a rate that is equal 
to the Winning Bid Rate shall be accepted, thus requiring each such Potential Holder to 
purchase the Bonds that are the subject of such Submitted Bid, but only in an amount 
equal to the number of Units of Bonds obtained by multiplying (A) the aggregate number 
of llnits of Outstanding Bonds which are not the subject of Submitted Hold Orders 
described ill clause (i) above or of Submitted Bids described in clauses (iii), (iv) or (v) 
above by (B) a fraction the numerator of which shall be the number of Units of 
Outstanding Bonds sub,ject to such Submitted Bid and the denoniinatoi of which shall be 
the sum ofthe aggregate number of Units of Outstanding Bonds subject to such 
Submitted Bids made by all such Potential Holders that specified a rate equal to the 
Winning Bid Rate, and the remainder of such Submitted Bid shall be rejected; and 

(vii) the Submitted Bid of each Potential Holder specifying any rate that is 
higher than the Winning Bid Rate shall be rejected, 

(b) I n  the event there are not Sufficient Clearing Bids, Submitted Ordcrs shall 
be accepted or rejected as follows in the following order of priority: 

(i) the Submitted Hold Order of each Existing Holder shall be accepted, thus 
requiring each such Existing Holder to continue to hold the Bonds that are the subject of 
such Submitted Hold Order; 

(ii) the Submitted Bid ofeach Existing Holder specifying any rate that is not 
higher than the Maximum Rate shall be accepted, thus requiring each such Existing 
Holder to continue to hold the Bonds that are the subject of such Submitted Bid; 

(iii) the Submitted Bid of each Potential Holder specifying any rate that is not 
higher than the Maximum Rate shall be accepted, thus requiring each such Potential 
Holder to purchase the Bonds that are the subject of such Submitted Bid; 

(iv) the Submitted Sell Ordcrs of each Existing Holder shall be accepted as 
Submitted Sell Orders and the Submitted Bids of each Existing Holder specifying any 
rate that is higher than the Maximum Rate shall be deemed to be and shall be accepted as 
Submitted Sell Orders, in both cases only up to and including the number of Units of 
Bonds obtained by multiplying (A) the aggregate number of Units of Bonds subject to 
Submitted Bids described in  clause (iii) of this subsection (b) by (B) a fraction the 
numerator of which shall be the number of Units of Outstanding Bonds held by such 
Existing Holder subject to such Submitted Sell Order or such Submitted Bid deemed to 
be a Submitted Sell Order and the denominator of which shall be the number of Units of 
Outstanding Bonds subject to all such Submitted Sell Orders and such Submitted Bids 
deemed to be Submitted Sell Orders, and the remainder of each such Submitted Sell 
Order or Submitted Bid shall be deemed to be and shall be accepted as a Hold Order and 
each such Existing Holder shall be required to continue to hold such excess amount of 
Bonds; and 

(v) the Submitted Bid of each Potential Holder specifying any rate that is 
higher than the Maximum Rate shall be rejected. 
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Notice of Auction Period Rate 

On eacb Auction Date, the Auction Agent shall noti@ each Broker-Dealer that 
participated in the Auction held on such Auction Date by Electronic Means acceptable to tlie 
Auction Agent and the applicable Broker-Dealer of the following: 

(i) tlie Auction Period Rate determined 011 such Auction Date for the 
succeeding Auction Period; 

(ii) 
Winning Bid Rate; 

(iii) 

whether Sufficient Clearing Bids existed for Llie determination of the 

if such Broker-Dealer submitted a Bid or a Sell Order on behalf of an 
Existing Holder, whether such Bid or Sell Order was accepted or rejected and tlie number 
of Units of Bonds, ifany, to be sold by sucll Existing Holder.; 

(iv) if such Broker-Dealer submitted a Bid on behalf o f a  Potential Holder, 
whether such Bid was accepted or rejected and the number of Units of Bonds, ifany, to 
be purchased by such Potential Holder; 

(v) if the aggregate number of Units ofthe Bonds to be sold by all Existing 
Holders on whose behalf such Broker-Dealer submitted Bids or Sell Orders is different 
from the aggregate number of Units of Bonds to be purchased by all Potential Holders on 
whose behalf such Broker-Dealer submitted a Bid, the name or nilmes of one or more 
Broker-Dealers (and the Agent Member, if any, of each such other Broker-Dealer) and 
tlie number of Units of Bonds to be (A) purchased from one or more Existing Holders on 
whose behalfsuch other Broker-Dealers submitted Bids or Sell Orders or (B) sold to one 
or more Potential Holders on whose behalf such Broker-Dealer submitted Bids; and 

(vi) the irninediately succeeding Auction Date 

On each Auction Date, each Broker-Dealer that subniitted an Order on behalf of any 
Existing Holder or Potential Holder shall: (i) if requested by an Existing Holder or a Potential 
Holder, advise such Existing Holder or Potential Holder on whose behalf such Broker-Dealer 
submitted an Order as to (A) the Auction Period Rate determined on such Auction Date, 
(B) whether any Bid or Sell Order submitted on behalf of such Holder was accepted or rejected 
and (C) the immediately succeeding Auction Date; (ii) instruct each Potential Holder on whose 
behalf such Broker-Dealer submitted a Bid that was accepted, in  whole or in part, to instruct such 
Potential Holder’s Agent Member to pay to such Broker-Dealer (or its Agent Member) through 
D’IC tlie amount necessary to purchase the number of’ Units of Bonds to be purchased pursuant 
to such Bid (including, with respect to the Bonds in a daily Auction Period, accrued interest if 
the purchase date is not an Interest Payment Date for such Bond) against receipt of such Bonds; 
and (iii) instruct each Existing Holder on whose behalf such Broker-Dealer submitted a Sell 
Order that was accepted or a Bid that was rejected in whole or in part, to instruct such Existing 
Holder’s Agent Member to deliver to such Broker-Dealer (or its Agent Member) through DTC 
tlie number of Units of Bonds to be sold pursuant to such Bid or Sell Order against payment 
tlierefor, 
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Tlie Auction Agent shall give notice of tlie Auction Rete to the Company, Issuer and 
Trustee by mutually acceptable Electronic Means and the Trustee shall promptly give notice of 
such Auction Rate to DTC. 

Index 

If for any reason on any Auction Date tlie Index shall not be determined as provided in 
the Indenture, tlie Index shall be the Index for the Auction Period ending on such Auction Date. 

Tlie determination of tlie Index as provided i n  tlie Indenture shall be conclusive and 
binding upon the Issuer, the Company, the Trustee, tlie Broker-Dealers, the Auction Agent and 
tlie Holders of the Bonds., 

Miscellaneous Provisions Regarding Auctions 

In these Auction Procedures, each reference to the purchase, sale or holding of Bonds 
shall refer to beneficial interests in Bonds, unless tlie context clearly requires otherwise 

During an Auction Rate Period, tlie provisions of tlie Indenture and tlie definitions 
contained therein and described herein, including without limitation the definitions of All Hold 
Rate, Index, Interest Payment Date, Maximum Rate, Auction Period Rate and Auction Rate, niay 
be amended pursuant to the Indenture by obtaining the consent of tlie owners of all affected 
Outstanding Bonds bearing interest at tlie Auction Period Rate as follows., If on the first Auction 
Date occurring at least 20 days after the date on which the Trustee inailed notice of such 
proposed amendment to tlie registered owners of the affected outstanding Bonds as required by 
tlie Indenture, (i) the Auction Period Rate which is determined on such date is tlie Winning Bid 
Rate or the All Hold Rate and (ii) there is delivered to the Company and the Trustee an opinion 
of Bond Counsel to the effect that such amendment shall not adversely affect the validity of the 
Bonds or any exemption from federal income taxation to which the interest on the Bonds would 
otherwise be entitled, the proposed amendment shall be deemed to have been consented to by the 
registered owners of all affected outstanding Bonds bearing interest at an Auction Period Rate. 

If DTC notifies tlie Issuer that it is unwilling or unable to continue as registered owner of 
the Bonds or if at any time DTC sliall no longer be registered or in good standing under tlie 
Securities Exchange Act of 1934, as amended, or other applicable statute or regulation and a 
successor to DTC is not appointed by tlie Issuer at tlie direction of the Company within 90 days 
after tlie Issuer receives notice or becomes aware of such condition, as tlie case niay be, tlie 
Auctions shall cease and the Issuer shall execute and the Trustee shall authenticate and deliver 
certificates representing the Bonds, Such Bonds shall be registered in such names and 
Authorized Denominations as DTC, pursuant to instructions from tlie Agent Members or 
otherwise, shall instruct the Issuer and the Trustee. 

During an Auction Rate Period, so long as the ownership of tlie Bonds is maintained in 
book-entry form by DTC, an Existing Holder or a beneficial owner may sell, transfer or 
otlwwise dispose o fa  Bond only pursuant to a Bid or Sell Order in accordance with the Auction 
Procedures or to or through a Broker-Dealer, provided that (i) in the case of all transfers other 
than pursuant to Auctions, such Existing Holder or its Broker-Dealer or its Agent Member 
advises tlie Auction Agent of such transfer and (ii) a sale, transfer or otlier disposition of Bonds 
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from a customer of a Broker-Dealer who is listed on the records of that BroltwDealer as the 
owner of such Bonds to that Broker-Dealer or another customer of that Brolter-Dealer shall not 
be deemed to be a sale, transfer or other disposition for purposes of this paragraph i f  such 
Broker-Dealer remains the Existing Holder ofthe Bonds so sold, transferred or disposed of 
immediately after such sale, transfer or disposition. 
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Appendix C-1 

(Form of Opinion of Bond Counsel) 

Apiil ___ , 2007 

Re: $3 1,000,000 “Louisville/Jefferson County Metro Goveriimeiit, Kentucky, 
Environmental Facilities Revenue Refunding Bonds, 2007 Series A (L.ouisville 
Gas and Electric Company Project)” 

We hereby certify that we have examined certified copies of the proceedings of record of 
the L.ouisville/Jefferson County Metro Goveriimeiit, Kentucky (the “Issuer”), being the 
governmental successor by operation of law to the County of Jefferson, Kentucky (the 
“Predecessor County”), acting by and through its Metro Council as its duly authorized governing 
body, preliminary to and in coiiiiectioii with the issuance by the Issuer of its E.nviroiimental 
Facilities Revenue Refunding Bonds, 2007 Series A (L.ouisville Gas and Electric Company 
Prqject), dated their date of issuance, in  the aggregate principal amount of $3 1,000,000 (the 
“Bonds”). The Bonds are issued under the provisions of Chapter 67C and Sections 103.200 to 
103.285, iiiclusive, of the Kentucky Revised Statutes (the “Act”), for the purpose of providing 
funds which will be used, with other funds provided by L.ouisville Gas and Electric Company 
(the “Company”) for the current refunding of $3 1,000,000 aggregate principal aiiiount of the 
Predecessor County’s Pollution Control Revenue Bonds, 1992 Series A (Louisville Gas and 
Electric Company Project), dated September 17, 1992 (the “Prior Bonds”), which were issued for 
the purpose of curreiitly refunding a portion of the capital costs of facilities for the abatement and 
control of air pollution seiving the Mill Creek and Cane Run Generating Stations of the 
Company in .Jefferson County, Kentucky (the “Project”), as provided by the Act. 

The Bonds mahire on .June I ,  2033 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 optioiial and mandatory redemption prior to maturity at the times, 
in  the iiiaiiner and upon the terms set forth in the Bonds. From such examination of the 
proceedings of the Metro Council of the Issuer referred to above and from an examination of the 
Act, we are of the opinion that the Issuer is duly authorized and empowered to issue the Bonds 
under the laws of tlie Commonwealth of Kentucky now in force. 

We have examined an executed counterpart of a certain L.oaii Agreement, dated as of 
March 1,2007 (the “Loan Agreement”), between the Issuer and the Company and a certified 
copy of the proceedings of record of the Metro Council of the Issuer preliminary to and in 
coiuiection with the execution and delivery of the Loan Agreement, pursuant to which the Issuer 
has agreed to issue the Bonds and to lend the proceeds thereof to the Company to provide funds 
to pay and discharge, with other funds provided by the Company, tlie Prior Bonds. 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 same become 
due and payable. From such examination, we are of the opinion that such proceedings of the 
Metro Council of the Issuer show lawful authority for the execution and delivery of the L.oan 
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Agreement; that the Loan Agreement has been duly authorized, executed and delivered by the 
Issuer; and that the Loan Agreement is a legal, valid and binding obligation of the Issuer, 
enforceable in accordance with its terms, subject to tlie qualification that the enforcement thereof 
niay 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 o f a  certain Indenture of Trust, dated as 
of March I ,  200’7 (the “Indenture”), by and between tlie Issuer and Deutsche Baik’Trust 
Company Americas, as trustee (tlie ‘“Trustee”), securing the Bonds and setting forth the 
covenants and undertakings of the Issuer in connection with tlie Bonds and a certified copy ofthe 
proceedings ofrecord oftlie Metro Council of the Issuer preliminary to and in connection with 
tlie execution and delivery ofthe Indenture. Pursuant to the Indenture, certain of the Issuer’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 tlie 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 Metro Council of the Issuer show lawful authority for the execution and delivery of the 
Indenture; that the Indenture has been duly authorized, executed and delivered by the Issuer; 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 
banluuptcy, 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 oftlie Commonwealth of Kentucky now in hll force and effect, and 
constitute legal, valid and binding special obligations of tlie Issuer entitled to the benefit ofthe 
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 Issuer 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 tlie 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” ofthe Project or a “related person,” as such 
terms are used in Section 147(a) ofthe Interiial Revenue Code of 1986, as amended (the “Code”) 
and (ii) interest on the Bonds is not a separate item oftax 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 faets which are solely within tlie Company’s 
knowledge i n  reaching our conclusion, inter alia, that not less than substantially all of the 
proceeds of the Prior Bonds were used to refinance air pollution control facilities qualified for 
financing under Section 103(b)(4)(F) of the Internal Revenue Code of 1954, as amended. 
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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 opiiiioii is conditioned on, the 
accuracy of and continuing conlpliance by the Company and the issuer with representations and 
covenants set forth in the L.oan Agreement and the Indenture which are intended to assure 
compliance with certaain 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 i n  
gross income €or 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 of federal 
income taxation of intcrest on the Bonds upon a Determination 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 aiid 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) Provisions of the Code applicable to corporations (as defined for federal income 
tax purposes) which impose an alternative minimum tax on a portion of the excess of adjusted 
current earnings over other alternative minimum taxable income may subject a portion of the 
interest on the Bonds earned by certain corporations to such corporate alternative minimum tax. 
Such corporate alternative minimum tax does not apply to any S corporation, regulated 
investment company, reel estate investment trust or RE.MIC. 

(b) The Code provides for a "branch profits tax" which subjects to tax, at a rate of 
30%, the effectively connected earnings aiid 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 coniiected earnings aiid profits aiid thus would increase the branch profits tax 
liability., 

(c) The Code also provides that passive investment income, including interest on the 
Bonds, may be subject to taxation for any S corporation with Subcliapter C eaniiiigs 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 .3 I ,  1986, property and casualty insurance companies will be 
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iequired to reduce their loss reserve deductions by 15% ofthe 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 
niay be treated as tax-exempt interest.) Tlie Code further provides for the disallowance of aiiy 
deduction for interest expenses incuired by banks and certain other financial institutions 
allocable to carrying certain tax-exempt obligations, such as the Bonds, acquired after August '7, 
1986 'Tlie Code also provides that, with respect to taxpayeis 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 tlie 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 pui'poses of deterniining 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 ofJohn R. McCall, Esq., General Counsel ofthe Company 
and Jones Day, Chicago, Illinois, counsel to tlie Company, of even date herewith, I n  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, Irv Maze, County Attorney ofJefferson 
County, Kentucky and the chief legal officer of the Issuer, and relied upon said opinion with 
respect to tlie 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 tlie existence or priority of 
any liens, charges or encumbrances on, tlie Project. 

In rendering the foregoing opinions, we are passing upon only those matters specifically 
set forth in such opinions and are not passing upoii tlie investment quality ofthe Bonds or the 
accuracy or completeness of any statements made in connection with any offer or sale thereofl 
'The opinioiis herein are expressed as of the date hereofand we assume no obligation to 
supplement or update such opinions to reflect aiiy facts or circumstances that may liereafter come 
to our attention or any changes in law that niay hereafter occur. 

We are niembers ofthe Bar of tlie 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 ofany jurisdiction other than 
those specified. 

S'TOLL KEENON OGUEN PLLC 
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Appendix C-2 

(Form of Opinion of Bond Counsel) 

April -, 2007 

Re: $,3.5,200,000 “L.ouisville/.Jefferson County Metro Government, Kentucky, 
Environmental Facilities Revenue Refunding Bonds, 2007 Series B (L.ouisville 
Gas and Electric Company Project)” 

We hereby certify that we have examined certified copies of the proceedings of record of 
the L.ouisville/.Jefferson County Metro Government, Kentucky (the “Issuer”), being the 
governniental successor by operation of law to the County of .Jefferson, Kentucky (the 
“Predecessor County”), acting by and through its Metro Council as its duly authorized governing 
body, prelimiiiary to and in connection with the issuance by the Issuer of its Environmental 
Facilities Revenue Refunding Bonds, 2007 Series B(L.ouisville Gas and Electric Company 
Project), dated their date of issuance, in the aggregate principal amount of $35,200,000 (the 
“Bonds”). The Bonds are issued under the provisions of Chapter 67C and 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 Louisville Gas and Electric Company 
(the “Company”) for the current refunding of $35,200,000 aggregate principal amount of the 
Predecessor County’s Pollution Control Revenue Bonds, 1993 Series A (L.ouisville Gas and 
Electric Company Project), dated August 31, 1993 (the “Prior Bonds”), which were issued for 
the purpose of currently refunding a portion of the capital costs of facilities for tlie control, 
containment, reduction and abatement of atmospheric and liquid pollutants and contaminants and 
for the disposal of solid wastes serving the Mill Creek and Cane Run Generating Stations of the 
Company in Jefferson County, Kentucky (the “Project”), as provided by the Act. 

The Bonds mature on June 1, 2033 and bear interest initially at the Auction Rate, as 
defined in  the Indenture, hereinafter descr‘ibed, subject to change as provided in such Indenture. 
The Bonds will be subject to optional and mandatory redemption prior to maturity at the times, 
i n  the manner and upon the ter’ms set forth in the Bonds. From such examination of the 
proceedings of the Metro Council of the Issuer referred to above and froni an examination of the 
Act, we are ofthe opinion that the issuer is duly authorized and empowered to issue the Bonds 
under the laws of the Commonwealth of Kentucky now i n  force. 

We have examined an executed counterpart o f a  certain Loan Agreement, dated as of 
March 1, 2007 (the “Loan Agreement”), between the Issuer and the Company and a certified 
copy of the proceedings ofrecord of the Metro Council of the Issuer preliminary to and in 
connection with the execution and delivery of the Loan Agreement, pursuant to which the Issuer 
has agreed to issue the Bonds and to lend the proceeds thereof to the Company to provide funds 
to pay and discharge, with other funds provided by the Company, the Prior Bonds. 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 same become 
due and payable. From such examination, we are of the opinion that such proceedings of the 
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Metro Council of the Issuer show lawful authority for tlie execution and delivery of tlie Loan 
Agreement; that the Loan Agreement lias been duly authorized, executed and delivered by tlie 
Issuer; and that tlie Loan Agreement is a legal, valid and binding obligation ofthe Issuer, 
enforceable i n  accordance with its terms, subject to the qualification that tlie enforcement thereof 
may be limited by laws relating to bankruptcy, insolvency or other similar laws affecting 
creditors’ rights generally, including equitable provisions wliere equitable remedies are sought 

We have also examined an executed counterpart of a certain Indenture ofTrust, dated as 
of March 1, 2007 (tlie “Indenture”), by and between the Issuer and Deutsclie Bank ‘Trust 
Company Americas, as trustee (tlie “Trustee”), securing the Bonds and setting forth tlie 
covenants and undertakings of tlie Lssuer in connection with the Bonds and a certified copy of tlie 
proceedings of record oftlie Metro Council ofthe Issuer preliminary to and in connection with 
the execution and delivery of the Indenture. Pursuant to tlie Indenture, certain of tlie Issuer’s 
rights under tlie Loan Agreement, including the right to receive payments thereunder, and all 
moneys and securities held by tlie ‘Trustee in accordance with tlie Indenture (except moneys and 
securities in tlie Rebate Fund created thereby) have been assigned to the ‘Trustee, as security for 
tlie holders of tlie Bonds. From such examination, we ate of tlie opinion that such proceedings of 
the Metro Council of tlie Issuer show lawful authority for tlie execution and delivery of tlie 
Indenture; tliat tlie Indenture lias been duly authorized, executed and delivered by the Issuer; and 
that tlie Indenture is a legal, valid and binding obligation upon the parties thereto according to its 
terms, subject to the qualification that tlie enforcement thereof may be limited by laws relating to 
banluuptcy, insolvency or other similar laws affecting creditors’ rights generally, including 
equitable provisions wliere equitable remedies are sought. 

In our opinion tlie Bonds have been validly authorized, executed and issued i n  
accordance with tlie laws of the Comnionwealth of Kentucky now in ful l  force and effect, and 
constitute legal, valid and binding special obligations of the Issuer entitled to tlie benefit of tlie 
security provided by tlie Indenture and enforceable in accordance with their terms, subject to the 
qualification that tlie 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 sougbt. The Bonds are payable by tlie Issuer solely and 
only from payments and other amounts derived from tlie Loan Agreement and as provided in the 
Indenture 

In our opinion, under existing laws, including current statutes, regulations, administrative 
rulings and official interpretations by tlie Internal Revenue Service, subject to tlie exceptions and 
qualifications contained in tlie succeeding paragraphs, (i) interest on the Bonds is excluded from 
the gross income of tlie 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 i t  is held by a “substantial user’’ oftlie Project or a “related person,” as such 
terms are used in Section 147(a) oftlie Internal Revenue Code of 1986, as amended (tlie “Code”) 
and (ii) interest on tlie Bonds is not a separate item oftax preference in determining alternative 
minimum taxable income for individuals and corporations under tlie Code, In arriving at this 
opinion, we have relied upon representations, factual statements and certifications of the 
Company with respect to certain material facts wliich are solely within tlie Company’s 
knowledge in reaching our conclusion, inter alia, that not less than substantially all of the 
proceeds of the Prior Bonds were used to refinance air and water pollution control facilities and j 
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solid waste disposal facilities qualified for financing under Section 103(b)(4)(E,) and (I;) of the 
Intenial Revenue Code of 1954, as amended, 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 Issuer with representations and covenants set forth in the Loan Agreement and the Indenhire 
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 
tlie issuance of the Bonds in or.der that interest on the Bonds be excluded from gross income for 
federal income tax purposes. Failure to comply with certain of such represenlatioils and 
covenants in  respect of the Bonds subsequent to the issuance of the Bonds could cause the 
interest thereon to be included in gross inconie 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 talten which adversely affects the tax treatment of the Bonds or (ii) as to 
the treatment for purposes of federal income taxation of interest oil the Bonds upon a 
Determination of Taxability. We are further ofthe opinion that interest on the Bonds is excluded 
from gross income of tlie recipients thereoffor 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 tlie 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) Provisions of the Code applicable to corporations (as defined for fcderal income 
tax purposes) which impose an alternative minimum tax on a portion of the excess of adjusted 
current earnings over other alternative minimum taxable income may subject a portion of the 
interest on the Bonds earned by certain corporations to such corporate alternative minimum tax. 
Such coTorate alternative minimum tax does not apply to any S corporation, regulated 
investment company, real estate investment trust or REMIC. 

(b) The Code provides for a “branch profits tax” which subjects to tax, at a rate of 
30%, the effectively connected earnings and profits of a foreign corporation which engages in a 
United States trade or business. Interest on tlie Bonds would be includable in the amount of 
effectively connected earnings and profits and thus would increase the branch profits tax 
liability. 

(c) The Codc 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. 

E.xcept as stated above, we express no opinion as to any federal or Kentucky tax 
consequences resulting from the receipt of interest on the Bonds 
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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 3 1, 1986, property and casualty insurance companies will be 
requir,ed to reduce their loss reserw 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 
may be treated as tax-exempt interest.) The Code further provides for the disallowance of any 
deduction for interest expenses incurred by balks and cel-tain other financial iiistitiitions 
allocable to carIying 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 benetits. 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. lnterest 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, ofeven 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. Irv Maze, County Attorney of Jefferson 
County, Kentucky and the chief legal officer of the Issuer, 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 ofthe Bonds or the 
accuracy or completeness of any statements made in connection with any offer or sale thereof. 
'The opinions herein are expressed as ofthe date hereofand we assume no obligation to 
supplement or update such opinions to reflect any facts or circumstances that may liereafter come 
to our attention or any changes in law that may hereafter occur. 

We are members ofthe Bar ofthe Comnionwealth 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. 

STOLL KEENON OGDEN PLLC 
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Appendix D 

Form of Bond Insurance Policy 
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C 
Financial Guaranty Insurance Policy 

Obligor: 

Obligations: 

Ambac Assurance Corporatiori 
One Stare Street. Plaza. 15th Floor 
New Yolk. New York 10004 
Telephorie: (212) 668-0340 

Policy Number: 

Premium: 

the surrendered Ohligations and/or coupons and shdi hc fuiiy subrogatcd to ail 01 

ame of Anibac or its 
on presentation to the 
ion and delivcry to rhc 

duly executed by the 
Obligation to receive the 

gated to ali of the Holders' rights to 

Insurance '1;ustec of an  instrument of assignment. in 
Holdcr or such Holder's duly authorized represer 
interest in  respect of which the insurancc dishur 
payment an registered Obligations to the extent o 

older will be entitled to payment from Ambac to the extent 
of such recovery if s 

may become due in respect 01 any Obligation. other than a t  the sole option of Ambac. nor against any risk other than Nonpaymcnr 
In witness whereof. Ambac has caused this Poiicy to be affixed with a facsimile of its corporate seal and to be signed by i t s  duly 
authorizcd officers in facsimile to become effective as its original seal and signatures and binding upon Ambac hy virtue of the 
countersignature of its duly authorized representative 

Effective Date: 

IHE BANK OF NEW YORK acknowledges that it has agreed 
to perform the duties of Insurance ?iustee under this Policy 

?. Forin N o :  28-0012 (1/01) Authorized Officer of Insurance Trustee 
~ - 2  



Ambac - -  

Endorsement 

Policy for: 

Arnbac Assurance C.orporxioo 
One Srate Street Piaza, 15rh Floor 
New York, New York 10004 
Telephone: (212) 668-0340 

Attached to and forming part of Policy No : 

Erective Date of Endorsem 

Obligations due upon any such redemption 
meaning of the Policy. As used in this E 
Indenture of Trust dated as o 

Electric Company, 
Agreement dated as 

Louisville Gas and 
Agreement” means the Loan 

igor and the Company; the term 
ndeuture; and the term “Determination of 

hac has caused rhis Endorsement to he affured with a facsimile of its corporate seai and to 
authorized officers in hcsimile to become effective as its original seal and signatures and binding 
e of the countersignaturr. of ifs duly authorized KpreSentatiVe 

Ambac Assurance Corporation 

Secretary 
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Appendix E 

Summary of Certain Provisions of the Bonds while Bearing Interest at a Flexible Rate, a 
Variable Rate or a 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 he paid (Interest Payment Dates); the dates 
on which each interest rate will be determined (Interest Rate Determination Da1e.s); the period of 
time (1ntere.sr Rate Periods) each interest rate will be in effect (provided that the initial Interest 
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 of 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 - Notice Required& 
Purchases”) (Pzrrc/?u.se on Deniarid o/ Owner; Required Notice); the dates on which Bonds are 
subject to mandatory tender for purchase (Mandatory P zrr.cl7a.se Date.s); the redemption 
provisions applicable to the Bonds (Redemption); the notice requirements for redemption and 
mandatory tender for purchase (Notices qfRedernption mid Muiidatoiy Pzrrchases); and the 
manner by which registered owners will receive payments of principal, interest, redemption price 
and purchase price (Manner qJPaynier7t). 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 
Owner; Required 
Notice 

Mandatory Purchase- 
Dates 

Redemption 

Notices oiRedemption 
and Mandatory 
Purchases 

Manner of Payment‘ 

FLEXIBLE RATE 

With respect to any Bond, the last day of 
each Flexible Rate Period (or i f  such day 
is not a Business Day, the next 
succeeding Business Day) 

For each Bond, not later than 1?:00 noon 
on the first day of each Flexible Rate 
Period for such Bond 

For each Bond, each Flexible Rate 
Period will be of a duration designated 
by the Remarketing Agents of one day to 
270 days (or lowei maximum number as 
specified in the Indenture); must end on 
a day immediately prior to a Business 
Day 

No purchase on demand of the owner 

Any Conversion Date; and with respect 
to each Bond, on each Interesl Payment 
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 
redemption as a result of damage, 
destruction or condemnation which will 
be on an Interest Payment Date) 

No notice ofmandatory purchase 
following the end of each Flexible Rate 
Period; otherwise not fewer than 15 days 
(not fewer than 30 days notice of  
mandatory purchase on a Conversion 
Date i f  Conversion to the Semi-Annual, 
Annuel or Long Tcrm Rate) or greater 
than 45 days 

Principal or redemption price upon 
surrender ofthe Bond to the Paying 
Agent: purchase price upon surrender o f  
the Bond to the ‘render Agent 

DAILY RATE 

The first Business Day ofeach 
calendar month 

Not later than 930 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 
or telephonic notice, promptly 
confirmed in writing, to the 
Tender Agent by 1O:OO a m on 
such Business Day 

Any Conversion Date 

Optional. Extraordinary 
Optional and Mandatory at par 
on any Business Day 

Not fewer than 15 days (30 
days notice of mandatory 
purchase if Conversion to the 
Semi-Annual, Annual or Long 
Term Rate) or greater than 45 
days 

Principal or redemption price 
upon surrender of the Bond to 
the Paying Agent; purchase 
price upon sunender of the 
Bond to the Tender Agent 

WEEKLY RATE 

The first Business Day ofeach 
calendar month 

Vu! later than .I.OU p ni on tlie d ~ y  
nrccedtn!: cacti Weukly Ralc Period - 
or, if not a Business Day. on the 
next preceding Business Day 

From and including each Friday to 
and including the following 
Thursday 

Any Business Day: by written 
notice to the Tender Agent not later 
than 5:00 p m on a Business Day at 
least seven days prior to tlic 
Purchase Date 

Any Conversion Date 

Optional, Extraordinary Optional 
and Mandatory at par on any 
Business Day 

Not fewer than 15 days (30 days 
notice of mandatory purchase i f  
Conversion to the Semi-Annual. 
Annual or Long Term Rate) or 
greater than 45 days. 

-. __I 

Principal ur redemption price upon 
suwcnc1r.r 01 the Bond to the Payinp . -  
Agent; purchase price upon 
surrender of the Bond to the Tender 
Agent 

So long as IXC or its nominee is the registered owner ofthe Bonds, notices of redemption and mandatory 
purchases shall be sent to Cede & Co,  and payments ofprincipal, redemption and purchase price ofand interest on the Bonds will be 

Statement 
paid through the facilities ofDTC See “Summary ofthe Bonds - Book-Enny-Only System” in the forepart to this Official j 
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Interest Payment Date 

Interest Rate  
Determination Dates 

Interest Rate  Periods 

Purchase on Demand of I 

owner; ~ ~ ~ ~ i ~ ~ d  ~~~i~~ 

Mandatory Purchase 
Dates 

IRedemption 

Notices of Rcdcmplioi and 
Mandatory Purchases 

Manner of Payment' 

So long as DTC or its nominee is the registered owner of the Bonds, notices ofredemption and mandatory 
purchases shall be sent to Cede & C o ,  and payments of principal, redemption and purchase price ofand interest on the Bonds will be 
paid through the facilities of DTC See "Summary of the Bonds - Book-Entry-Only System" in the forepan to this Official 
Statement 
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SEMI-ANNUAL ANNUAL LONG TERM 

Each June I and December I Each lune I and December I Each June I and December I ;  any 
Conversion Date; and the effective 
date ofany change to a new L,ong 
Term Rate Period 

Not later than 2:OO p m on the Business Not later than I2:OO noon on the Not later than 1 ?:OO noon on the 
Day preceding the first day of the Business Day preceding the first Business Day preceding the first day 
Semi-Annual Rate Period day ofthc Annual Rate Period of the Long Term Rate Period 

Each six-month period from and including Each period from and including Each period designated by the 
each .lune I and December I to and tlie Conversion Date to the Company of more than one year in 
including the day preceding the next Annual Rate lo and including the duration and which is an integral 
Interest Payment Date day immediately preceding the multiplc of six months, from and 

second Interest Payment Date including thc first day of such period 
thereafter and each successive (June I and December I )  to and 
twelve month period thereafter including the day immediately 

preceding the last Interest Payment 
Date for that period 

On any Interest Payment Date; by written On the final Interest Payment On the final Interest Payment Date fc 
notice to the Tender Agent on any Business Date for the Annual Rate Period; tlie Long Term Rate Period; by writtl 
Day not later than the fifteenth day prior to by written notice to the Tcnder notice to the Tender Agent on a 
the Purchase Date. Agent on any Business Day not Business Day not later than the 

later than the fifteenth day prior fifteenth day prior to the Purchase 
to the Purchase Date Date 

Any Conversion Date; the first Any Conversion Date; the first 
Business Day after the end of Business Day after the end of each 
each Annual Rate Period Long Term Rate Period; the effectivi 

date of a change of Long Term Rate 
Period 

Optional at times and prices dependf 
on the length ofthc 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 Interest Payment 
Date; Extraordinary Optional and 
Mandatory at par, on any Business Day 
(other than extraordinary optional 

destruction or condemnation which will be 
on an Interest Payment Date) 

Not fewer than 30 days or greater than 45 Not fewer than 30 days or greater Not fewer than 30 days or geater th 
days than 45 days 45 days 

Principal or redcmption price upon Principal or redemption price Principal or redemption price upon 
surrender of the Bond to the Paying Agent; upon surrender ofthe Bond to the surrender of the Bond to the Paying 
interest by check mailed to the registered Paying Agent; interest by check Agent; interest by check mailed to t l  
owners or, upon request of registered mailed IO the registered owners registered owners or, upon request o 
owner, of $1,000,000 or more of an or, upon request of registered registered owner, of $I ,000,000 or  
individual issue of Bonds, in immediately owner, of$l,OOO,OOO or more of  more of an individual issue of Bond! 
available funds; purchase price upon an individual issue of Bonds, in in immediately available funds; 
surrender of the Bond to the Tender Agent, immediately available funds; purchase price upon surrender of the 

purchase price upon surrender of Bond lo the Tender Agent 
the Bond to the Tender Agent 

Optional at par on the final 
Interest Payment Date; 
Extraordinary Optional and 
Mandatory at par. on any 

redemption as a result of damage. Business Day Day 



Determination of Interest Rates for Interest Rate Modes 

Daily Rate. I f  the 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 the Remarketing Agents no later 
than 9:3O a.m. (New York City time) on such Business Day as the minimum rate of interest 
necessary, in the judgment of the Remarketing Agents taking into account then Prevailing 
Market Conditions, to enable the Remarketing Agents to sell the Bonds on such Business Day at 
a price equal to the principal amount thereof, plus accrued interest, if any, thereon. For any day 
which is not a Business Day or ifthe Remarketing Agents do not give notice o f a  change in the 
interest rate, the interest rate on the Bonds will he the interest rate in effect for the immediately 
preceding Business Day. 

Weekhi Rate, I f  the Interest Rate Mode for the Bonds is the Weekly Rate, the interest rate 
on the Bonds for a particular Weekly Rate Period will be the rate established by the Remarketing 
Agents no later than 4:OO pm.  (New York City time) on the day preceding such Weekly Rate 
Period or, i f  such day is not a Business Day, on the next preceding Business Day, as the 
minimum rate of interest necessary, in the judgment of the Remarketing Agents taking into 
account then Prevailing Market Conditions, to enable the Remarketing Agents to sell the Bonds 
on such first day at a price equal to the principal amount thereof, plus accrued interest, i f  any, 
thereon,. 

Flexible Rates and 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 Agents no later than 12:OO noon (New York City time) on the 
first day ofthat Flexible Rate Period as the minimum rate of interest necessary, in the judgment 
of the Remarketing Agents taking into account then Prevailing Market Conditions, to enable the 
Remarketing Agents 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 Agents 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 of the Remarketing 
Agents, 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 
the 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 Agents fail 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 ofthe Bonds) will 
be established automatically in accordance with the Indenture. 

Sen&4nnual Rate. If the Interest Rate Mode for the Bonds is the Semi-Annual Rate, the 
interest rate on the Bonds for a particular Semi-Annual Rate Period will be the rate established 
by the Remarketing Agents no later than 2:OO p.m. (New York City time) on the Business Day 
immediately preceding the first day of such Semi-Annual Rate Period as the minimum rate of 
interest necessary, in the judgment of the Remarketing Agents taking into account then 
Prevailing Market Conditions, to enable the Remarketing Agents to sell the Bonds on such first 
day at a price equal to the principal amount thereof. 
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AnrilralRate. If the Interest Rate Mode for the Bonds is the Annual Rate, the interest rate 
on the Bonds for a particular Annual Rate Period will be the rate of interest established by the 
Remarketing Agents no later than 12:OO noon (New York City time) on the Business Day 
preceding the first day of such Annual Rate Period as the minimum rate of interest necessary, in 
the judgment of the Remarketing Agents taking into account then Prevailing Market Conditions, 
to enable the Remarketing Agents to sell the Bonds on such first day at a price equal to the 
principal amount thereof. 

Long Term Rates andLong Term Rate Periods. If the lnterest Rate Mode for the Bonds 
is the L.ong Term Rate, the interest rate on the Bonds for a particular Long Term Rate Period will 
be the rate established by the Reniarketing Agents no later than 12:OO noon (New York City 
time) on the Business Day preceding the first day of such Long Term Rate Period as the 
minimum rate of interest necessary, in the judgment of the Remarketing Agents taking into 
account then Prevailing Market Conditions, to enable the Remarketing Agents to sell the Bonds 
on such first day at a price equal to the principal amount thereof: The Company will establish 
the duration of the L.ong Term Rate Period at the time that it directs the Conversion of the 
Interest Rate Mode to the Long Term Rate, and thereafter each successive Long Term Rate 
Period will be the same as the L.ong Term Rate Period so established by the Company until a 
different Long Term Rate Period is specified by the Company in accordance with the Indenture 
(in which case the duration of that Long Term Rate Period will control succeeding Long Term 
Rate Periods), subject in 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 he for a period 
which is an integral multiple of six months and will end on the day next preceding an Interest 
Payment Date; provided that if a Long Term Rate Period commences on a date other than a 
June 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 
Long 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 he for the full 
period established by the Company until a different Long Term 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 Long Term Rate Period will extend beyond the 
final maturity date of the Bonds. 

Chatiae ofLona Term Rule Period. The 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 the Bonds - Redemptions - 
Optional Redentption” 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 such 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 the 
exclusion from gross income of interest on the Bonds for federal income tax purposes. 
Notwithstanding the foregoing, the Long Term Rate Period will not be changed to a new Long 
Term Rate Period if (A) the Remarketing Agents have not determined the interest rate for the 
new Long Term Rate Period in accordance with the terms of the Indenture or (B) the Bond 
Registrar receives written 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 the occurrence of any of the events described in the preceding sentence, the 
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Bonds will hear 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 - 
CanceNation of Conversion ofhiterest Rate Mode” in the forepart of this Official Statement. 

Notice to Owners of Change ofLonE Term Rate Petiod. ‘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 o f a  change in the Long Term Rate Period hut not more than 45 days before each 
effective date o f a  change in the Long Term Rate Period. The notice will state those matters 
required to he set forth therein under the Indenture. 

Faihre to Determine Rate. Iffor any reason the interest rate for a Bond is not 
determined by the Remarketing Agents, except as described above under “Change of Long Term 
Rate Period’ and above under “Summary of the Bonds - Conversion of Interest Rate Modes - 
Cancellufion ofConversion of Interest Rate Mode” in the forepart of this Official Statement, the 
interest rate for such Bond for the next succeeding interest rate period will he the interest rate in 
effect for such Bond for the preceding interest rate period and, pursuant to the terms of the 
Indenture, there will he no change in the then applicable Long Term Rate Period or any 
Conversion from the then applicable lnterest Rate Mode. Notwithstanding the foregoing, iffor 
any reason the interest rate for a Bond hearing interest at a Flexible Rate is not determined by the 
Remarketing Agents, the interest rate for such Bond for the next succeeding Interest Period will 
he equal to The Bond Market Association Municipal Swap IndexTM (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 of a new Flexible Rate and Flexible 
Rate Period determined for such Bond by the Remarketing Agents.. 

Purchases of Bonds on Demand of‘ Owner 

If the Bonds are in the hook-entryonly system, demands for purchase may he 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). If the Bonds are in certificated form, demands for purchase may he made only by 
registered owners. 

Daily Rate. If the Interest Rate Mode for the Bonds is the Daily Rate, any Bond will he 
purchased on the demand of the registered owner thereof on any Business Day during a Daily 
Rate Period at a purchase price equal to the principal amount thereof plus accrued interest, if any, 
to the Purchase Date upon written notice or telephonic notice (to he 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. 

Weekly Rate. If the Interest Rate Mode for the Bonds is the Weekly Rate, any Bond will 
he purchased on the demand of the registered owner thereof on any Business Day during a 
Weekly Rate Period at a purchase price equal to the principal amount thereof plus accrued 
interest, if any, to the Purchase Date upon written notice to the Tender Agent at its principal 
of ice  at or before 5:OO p.m. (New York City time) on a Business Day not later than the seventh 
day prior to the Purchase Date. 
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Semi-Amual Rate, If the Interest Rate Mode for the Bonds is the Semi-Annual Rate, any 
Bond will be purchased on the demand 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, 

Annual Rate. If the Interest Rate Mode for the Bonds is the Annual Rate, any Bond will 
be purchased on the demand 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. 

Long Term Rate. If the Interest Rate Mode for the Bonds is the L,ong Term Rate, any 
Bond will be purchased on the demand of the registered owner thereofon the final Interest 
Payment Date for such Long 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., 

Limitations on Pzrrchases on Demand ofowner, 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 authorized 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 purchase 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 Remired for Pzrrdiases. 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 :00 p.m. if a tender during a Daily Rate Period and 12:OO noon if a tender during a Weekly 
Rate Period) (New York City time) on such Purchase Date. 

Mandatory Purchases of Bonds 

Mandaton~ Pirrc/iase on Conversion Dates or Change bv the Conipanv in Long Te‘erm 
Rate Period” The Bonds will be subject to mandatory purchase at a purchase price equal to the 
principal amount thereof, plus, if the Interest Rate Mode is the Long Term Rate, the redemption 
premium, if any, which would be payable as described under “Summary of the Bonds - 
Redemptions - Optional Redeniption” 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 change by the Company of the L.ong Term Rate Period. Such tender and purchase will he 
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required even if the change in Long Term Rate Period or the Conversion is canceled pursuant to 
the Indenture. 

Mandatorv Purchase on Each lilterest Pavmerit Date for 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. 

Mandator?) Purchase on Dav afrer End of the Semi-Annual Rate Period. the Annual Rate 
Period or tile Long Tern? Rate 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 thereofplus accrued interest, if any, to such date. 

Notice to Owners of Mandatory Purchases. Notice to owners o f 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 ofLong 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 o f 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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Louisville Gas and Electric Company 
Case No. 2008-00252 

Historical Test Period Filing Requirements 

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

Sponsoring Witness: Shannon L. Charnas / J o h n  J. Spanos 

Description of Filing Reauirement: 

A suinmary 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 f i led 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. 2001-00141, In the 
Matter o$ Application ofLouisville Gas and Electric Company foi, an 
Order Approving Revised Depreciation Rates. By reference, the 
Company incorporates that study herein. 

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. 2007-00564, In 
the Matter o$ Application of Louisville Gas and Electric 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. 2007-00564 with this proceeding, upon which motion the 
Commission has not yet ruled. By reference, the Company incorporates 
that depreciation study herein as well. 





Louisville Gas and Electric Company 
Case No. 2008-00252 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:001 Section 10(6)(0) 

Sponsoring Witness: Valerie L. Scott 

Description of FilinP Requirement: 

A list of all commercial1.y 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 sqftware, program, or model; what the software, 
program, or model was used jor;  identify the supplier of each 
software, program, or model; a brief description of 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 



rograms, and 



List of Software, Programs and Models Used 

0 Microsoft Word 2003. This Application was used to prepare the majority of this 
filing. 
0 

0 

Personal or multimedia computer with a Pentium 233MHz processor or greater 
Microsoft Office XP, Microsoft Windows XP or higher operating system 

0 Microsoft Excel 2003. This Application was used to prepare the spreadsheet 
documents utilized in this filing. 

0 

Personal or multimedia computer with a Pentium 233MHz processor or greater 
Microsoft Office XP, Microsoft Windows XP or higheI operating system 

0 Microsoft PoweIPoint 200.3. This application is the presentation application used to 
prepare some of the graphs in the testimony. 
0 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. 
0 Personal or multimedia computer with Intel Pentium or equivalent processor 
0 Microsoft Windows NT with Service Pack 6 or 6a or higher operating system 

0 Proprietary Model prepared by The Prime Group, LLC. This model was used to 
prepare the cost of service study. 

0 

Personal or multimedia computer with a 486 or higher processor 
Microsoft Windows 95 or higher operating system 





Louisville Gas and Electric Company 
Case No. 2008-00252 

Historical Test Period Filing Requirements 

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

Sponsoring Witness: S. Bradford Rives 

Description of Filing Reauirement: 

Prospectuses of the most recent stock or bond ofleerings 

Response: 

See attached. 







Louisville Gas and Electric Company 
Case No. 2008-00252 

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 f i o m  the 
utility's application f i l ing date 

Response: 

There are no annual reports to shareholders or members during the period 
referenced. LG&E 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 LG&E 
has been wholly-owned by E.ON 1J.S. LLC and no proxy solicitations 
occurred with respect to LG&E's former preferred stock (which preferred 
stock was ultimately redeemed in April 2007.) 

(Copies of the audited annual financial statements and other financial 
information of LG&E 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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