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807 KAR 5:001 Section 10{1)a)1

A sratement of the reagon the adinsinrens o8 requured,

Lonnse E. Bellar

3]

807 KAR 5:001 Section 10(1)}{a)2

A stetement that the wility's annual reports, meluding the annual report for the most recent
calendar vear, are on fle swith the Commnenion in accordarce with 807 KAR 5006, Section
311

Lonnie E. Bellar

807 KAR 5:001 Secuon 10(14a)3

If the utilitv 15 meorparated, a certified copy of the utilite's articles of incorporenon and all
amendments thereto or all out-of-state documents of siilar import, If the wtiliey's articles of
incorporation and amendments have already heen filed with the comnussion it a prier
proceeding, the applicatien may siate this fuct making reference to the sivie and case number
af the prior proceeding.

Lonnie E. Bellar

807 KAR 3:001 Sectioa 10(1)a)d

If the wtility 15 a Hmued parinersiip, a certified copy of the linuted partnership agreement and
all amendments thereto or all aur-of-state docianents of similar import. If the wtiliny's limited
partnership agreement and amendments have already been filed with the commission in
prior proceeding, the applicanon mav state this fact making reference to the stvle and case
numher of the prior proceeding.

Lonrse E, Bellar

807 KAR 5:001 Secuon 10{1¥a)5

If the wrilirv o5 vicorporared or a 15 a timited partnership, a certificate of goed standing or
certificate of authorizanon dated within sixev (60) davs of the date the applicanon 15 filed.

Lonme E. Bellar

807 KAR 5:001 Section 10(1){a¥6

A certified copy of a certificale of assumed name as required by KRS 365,015 or a statement
that such a certificme 15 not necessary.

Lonnie E. Bellar

807 KAR 5:001 Secunon 10(1)(a)7

The proposed tariff in a form which complies with 867 KAR 3:011 with an effective date nos
less than thirty (30) davs from the dawe the application 15 filed.

Lonme E. Bellar

807 KAR 5:00% Secuon 10{(i}(a)8

The wtiliny's proposed sariff changes, identified in complinnee svith 807 KAR 3011, shown
either by:

(a) Providing the present and proposed tariffs m comparanve form on the same sheet side be
side; or,

{bi Providing a copy of the present tariff indicating proposed additions by wtalicized inserts or
underscoring and striking over proposed deletions.

Lonme E. Bellar

807 KAR 5:00% Sectien 10{1}a)9

A statement that castonicr nofice has been given it compliance with subsecnons (3} and (4) of
this sections with & copy of Hhe nouce.

Lonnie E. Bellar

807 KAR 3:001 Secuon 10(2)

Nance of Inteni. Utilities with gross annual revenues greater than $1,000,000 shall file with
the compmusnion @ written notice of fnent 1o file g vare applicaton at feast fonr (4) weeks pniar
to filing their appiication. The nence of intent shall state whether the rate applicanon shall be
supported by a hisiorical test period or a fully forecasted test period. This nonce shall be
served upon the Attarney General, Unility tervennon and Rate Division,

Lonnie E. Bellar

Page 1 of 6




Louisville Gas and Electric Company

Case No. 2008-00252
Historical Test Period Filing Requirements
Table of Contents

Tab £

Filing Requirement

Description

Volume Neo(s).

Sponsoring Witness{es}

11

307 KAR 5:001% Sectien 10(3)

Forni of ronce o customers. Bvery wiiiiry filling an applicanon pursaant 1o s section siaft
notify alf affected customers m the manner prescribed hevein, The notice shall include the
following wmformanon:

{(a) The amonnt of the change requested in hoth dollar amounts and pereentage change for

each customer classification o which the proposed rare change will applv;

() The present rares and the preposed rates for each customer class 1o which the proposed
rates would appl;

(c) Electric, gas, water and sewer utilities shall include the effect upon the average bill for

each customer class to which the proposed rate change will apply;

(d) Local exchange compames shall include the effect upon the average bill for each customer
ciass for the proposed rate change in basic local service;

(e} A statement that the raies contained it this nonce are the rates propased by (rame of
ueilire); however, the Public Service Conmussion mav order rates 1o be charged thar differ
from the proposed rates contamed in this nonice;

N 4 gentement that vy enmneanan_association. arneeson wit g cahotantinl interess pp the mel

Lonnie E. Bellar

807 KAR 3:00] Secuon {G(4)a}

Manner of notificanon. Sewer utilitiex shall grve the requured ivpewritten notice by mail to
afl of thewr customers pursuant 10 KRS 278,185,

Lonme E, Bellar

807 KAR 3:001 Section [0{4)b)

Manner of notificanon. Applicants with tweaty (20} or fewer customers affected by the
proposed general rate adjustment shalf mail the required typewritten notice to each customer
nip later tian tie date the appiicatron 15 filed with the commission.

Loanmie E. Bellar

807 KAR 35:001 Section 10(43(c)

Manner of notification. Except for sewer utilities, applicants with more than twenry (20)
customers affected by the proposed general rate adfustment shall give the requred notice Iy
ane {1 of the following methods:

1. A typewriten nonce mailed to &l customers na later than the date the applicanon 15 filed
with the comniission;

2. Publishing the netice m a trade publicanon ar newsletter wiiich is mailed to all custamers
o later than the date on which the application s filed with the comnussion; or

3. Publishing the notice once a week for three {3] consecutive weeks un a pronunent manner i
a newspaper of general crrealation in the wility's service area, the first publication 1o be made
within seven (7} davs of the filing of the application with the commission,

Lonnie E. Bellar

807 KAR 5:001 Secuon 10{43d)

Manner of notification. I the nonce is published, an affidavit from the publisher verifving the
notice was publisted, miciuding the dates of the publication with an attached copy of the
prblished notice, shail be filed with the comnussion no later than forrv-five (43) davs of the
filed dare af the applicanom.

Lonnic E. Bellar

807 KAR 5:001 Secuen 10{4)e)

Manner of notificanon, If the notice 15 mailed, a written statement signed by the wriline's chief
afficer w charge of Kentucky operations verifving tie notice swas maited shall be filed with the
commissien na Iater than thirey {30) davs of the filed date of the application,

Lonme E. Beliar

807 KAR 3:001 Secuon 10(4)(H)

Manner of notificenon. Al atilities, m addition 1o e above notification, shall post a sample
copy of the required nodficanion ar therr place of business no later than the date on which the
applicanon 15 filed wirich shall remain pesied wntil the compussion has finally derermned the

utiline’s rates.

Lonnie E, Beliar
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Manner of notificanon. Compliance with this subsection shall consttute compliance with 867
18 | 807 KAR 5:001 Section 10(4)(g) Manyer of notif 4 r { Lonme E. Bellar
= KAR 5:051, Section 2.
Nouce of hearing schediled by the commisnion upon applicarion by a wtility for a general
19 {807 KAR 35:00} Sccuon 10(3} adjusmient in rates shall be advernsed by the wility by newspaper publication in the areas i Lennie E. Bellar
thar will be affecied in compliance with KRS 424.300
A complete descripnion and quantified explananan for all proposed adjusiments, with proper
20 { 807 KAR 3:001 Section 10{6}a) support for anv proposed changes i price ar actieiry levels, and any other factors which mav | S. Bradford Rives
affect the adjustment.
« If the wtilite has gross annual revennes greater than 51,000,000, the prepared testunony o,
21 | 807 KAR 5:001 Scction 10(6)(b) r o o greare : prep f { Lonnie E. Bellar
each winess the utilite proposes to use to support us applicanon.
If the wiility has gross annual revenues fess than $1,000,000, the prepared tesiimony of each
22 1807 KAR 5:001 Section 13{6)(c} wiiness the utilire praposcs to use 1o suppori its application or a statement that the wtility does { S. Bradford Rives
not plan to subo any prepared testimany.
A statement estimating the effect that the new raves will have upon the revenues of the wiliry
23 {807 KAR 5:001 Section 10{0)(d) ineluding, at mimanun, the total amouni of revenues resulting from the mcrease or decrease i Robert M. Conroy
dnd the percentage of the increase or decrease.
- If the wtiliry provides electric, pas. water, or sewer service the effect upon the average bill for ;
24 | 807 KAR 3:001 Section 10(6)(e} fehe wtiliny provides elactric, gas. waie " ¢ effect upo ge bill I Robert M. Coaroy
each customer classificaton to which the proposed rate change will appiy.
& If the wtility 15 & local exchange company, the effect upon the average bill for each customer
25 | 807 KAR 5:001 Section H(6)(D 4 ge contp fect e ge billf 1 Lonnte E. Bellar
class for the proposed rate change 1 basic local service.
N An analvsis of cusiomers' bills in such detail thar revenues fram the present and proposed
26 | 807 KAR 3:001 Section H){6)g) g f . f P [ Robert M. Conroy
© rates can be readily determuned for each customer class.
A smumary of the wtitite's determinanon of Hs revenue requirements based on retiern on et
27 807 KAR 5:001 Secaon 10(6)h} investment rate base, rewrn on capializatton, imterest coverage, debf service coverage, or 1 S. Bradford Rives
operating rato, witlt supporting schedulfes.
28 | 807 KAR 5:001 Secuon 10(6)(i} A reconcilianen of the rate base and capial used fo determute s revenue requirenient, l S. Bradford Rives
. § current ehart of aeconnts if mare detaited that the Uniform System af Accounts prescribed
29 | 807 KAR 5:001 Section 10(6)() . f 4 f f P | Shannon L. Charnas
by the commussion.
The widependent anditor’s annal opuuen repori, with any written comnnuication from the
30 | 807 KAR 5:001 Section 10(6)(k} independent auditor to the uiility which indicates the existence of a matenal weakness i fhe i S. Bradford Rives
atifity s internal controls.
- The mast recent Federal Energy Regulatory Comnussion or Federal Communicanion .)
; a0 3 Valene L. Scou
3 807 KAR 5:001 Secuon 10(6)(1) Comnussion andit reports.
The miost recent Federal Encrgy Regulatory Comunsston Form | (eieciric), Federal Energy
3z 807 KAR 3:001 Section 1{6)(rm) Regwdatore Commnssion Form 2 (gas), or Awtomared Reporting Management information 2 Valenie L. Scott

Svstem Report (telephone and Public Service Comunssion Form T (telephone;
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33

807 KAR 5:00% Secuon 10{6)(n)

A sunmmary of the wtiliny's fnrest depreciatron study with schedules by major plant acconnts,
except that telecomnuticanions wilities thar have adopred the comnussion’s average
deprecianon rates shall provide a schedule thar identifies the current and test perod
deprecianon rates used by megor plant aceounts, If the requared informanon has been filed in
another commission case a reference io that case’s mumber and stvle will be sufficien.

]

Shanpon L. Chamnas &
Johin J. Spanos

34

807 KAR 3:001 Sectuion 1{6)(o)

A list of all conumercially available or in-house devefoped computer software, programs, and
madels used in the development of the schedules and work papers associated with the filing of
the utiliey’s applicaion. This tist shall inciude each sofhvare, program, or medel; what tie
software, program, or model was used for; identify the supplier of each software, progran, or
madei; a brief descriprion of the sofbware, program, or model: the specifications for the
computer hardware and the operating system requured 10 run the prograni.

Vadene L. Scott

35

807 KAR 5:001 Section 10{6}p)

Praspectuses of the mast recent stock ar hond affermgs.,

3%

S. Bradford Rives

36

807 KAR 3:001 Sccuon 13(6)(q)

Annual repart to sharcholders, or members, and stansucal supplements covering the wo {2}
most recent years from the wiliee's applicaton filing dace.

28]

5. Bradford Rives

37

807 KAR 3:001 Section 10(6)(n)

The monthiy managesrent reports providing financial results of operanans for the twelve {12}
amonils i te test period.

Valerie L. Scott

a8

807 KAR 5:001 Section 10{(6){s}

Securities and Exchange Commussion's annuat report for the most recent iwo (21 vears,
Form 10-Ks and anv Form 8-Kx isswed within the past rwo {2) vears, and Form 10-0s 1ssued
duning the past six (6} quarters updated as current information becomes available,

S. Bradford Rives

39

807 KAR 5:001 Sectien 10(6){1)

I the uniliny ad any amownts charged or allocated to it by an afftliate or general orhone
office or paid anv manres to an affiliate or general or home office durimg the test peniod or
durmg the previous three {3} calendar vears, the utitity shall file:

1. A detailed descripnon of the methed and aneunes allpeated or charged to the wility by the
afffiiate or general or home office for cach charge allocanen or pavment;

2, An explanation of how the affocator for the test period was determmed; and
3. Al facts relied upon, including other regulotory approval, 1o demonserate that each amaunt

chareed. allocated or paid during the jest penod was reqionable:

Valerse L. Scott

Page 4 of 6
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40

807 KAR 5:001 Secuon {0{6)u)

if the utility provides gas, electric or water uiiliry service and has annnai gross revenues
greater than 33,000.000. a cost of service studvy hased on a methadology generally accepted
within the indusery and based on current and reliable data from a singie time period.

W. Steven Seelve

41

807 KAR 5:081 Section 10{6}(v)

Local exchange carriers witlt fewer than 30,000 access ines shall not be required to file cost
of service studies, except as specificallv direcred by the comnussion. Local exchange carriers
with more than 50,000 access lines shall file:

1. A wirisdichonal separations studv consistent with Part 36 of the Federal Commumcations
Comnussion's rules and regulations; and
2. Service specific cost sindies 10 suppert the pricing of alf services that generate annual
revenue greater than $1,000,000, except local exchange access:

a. Based on current and reliable data fromt a single nme periad; and
b Using peperally recoenzed fdly allncated, einbwdded, or incremenial cost principles

Lonnie E. Bellar

807 KAR 5:081 Section 10{7¥a)

Upon good cause shown, g atiity may request pro farma adfustments for knows and
measurable changes 1o ensure fair, pust and reasonable rates based on the historical test
period. The followwng mformanon shall be filed with applications requesting pro forma
adfustments or a statement explaming wiv the required information does not exist and is not
applicable 1o the wility's applicanon:

{a} A detailed incame statement and balance sheet reflecting the impact of all proposed
adfustinents;

Valenie L. Scott

43

807 KAR 5:001 Section 10{7¥b)

Upon good cause shewa, a wrilite may request pro forma adjustments for known and
measurable changes 1o ensure fawr, just and reasonable rates based on the historical test
penod. The followmng tformanon shall be filed with applicanans requesting pro forma
adfustments ar a statement explaming whv the required information daes not gxist and is not
applicable 1o the wilice's applicatnon:

{b} The miost recent capual construction budget conlawung at least the perod of time as
pranased for any pro forma adivstment for plant additions,

Ll

Valerie L. Scott

Page 5of 6
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44

807 KAR 5:001 Section 10(7)c)

Upon good cause shown, a wility mav reqieest pro forma adjusiments for known and
measurable changes (o ensure fair, just and reasonable rames based on the hisiorical 1est
period. The following iformatian shall be filed with applications requesting pro forma
adfusiments or @ statement explannng whn the required information does not exist and is net
applicable to the wiline's application:

{c) For each proposed pro forma adiustment reflecting plant additions provide the followmng
informiation:

1. The starung date of the consirucnon of each maer component of plant;

2. The proposed in-service date;

3. The totai estunated cost of construction at complenon;

4. The amount contamed in consiruciton work i progress at the end of the lest period:

3. A schedule comtamny a complete descripuon of actial plant retrements and anticipated
plant retirements related to the pro forma plant additions including the actual or anncipeted
date of retirement;

6. The original cost, cosi af removal and solfvage for each companent of plant lo be retired
during the period of the proposed pro forma adjustment for plant additions;

7. An explanation of anv differences i the amounts contaimned in the capital construction budg
8. The impact on depreciation expense of all proposed pro forma adfusiments for plant additio

Valene L. Scott

807 KAR 5:001 Section 10{7)(d}

Upon good cause shown, a wilily mav request pro forma adjustaients for knows and
measurable changes 1o ensure fuir, just and reasonable rates based on the historrcal test
penod, The following wformation shall be filed with applicanons requesting pro forma
adjustments or a statement explammg why the required informanon does not exist and is nos
applicable to the wiilite's applicanon:

(d} The gperating budeet for each period encompassme the pro forma adfustments.

La

Valernie L. Scott

46

807 KAR 5:001 Sccuon 10{7e)

Upon good cause shown, a wiility may request pro forma adfjusiments for knewn and
measurable changes (o ersure furr, just and reasonable rates based on the historical test
period, The follawing miformanon shall be filed with applicanons requesting pro forma
adjustments or a statement explaming wiy the required informanon does rot exist and is not
applicalle 1o the wriliny's applicanon:
te) The nuniher of customers 1o be added 1 the 1est period-end level of custamers and the
refated revense reqiarements impact for all pro forma adjustments with complete details and
supporimg work papers.

W.Steven Seelye

PageGof 6







Louisville Gas and Electric Company
Case No. 2008-00252
Historical Test Period Filing Requirements

Filing Requirement
807 KAR 5:001 Section 10(6)(r)
Sponsoring Witness: Valerie L. Scott

Description of Filing Requirement:

The monthly managerial reports providing financial results of
operations for the twelve (12) months in the test period.

Response:

See attached.



LG&E Monthly Report to KPSC _ April 30, 2008



LOUISVILLE GAS AND ELECTRIC COMPANY

Financial Réports

April 30, 2008

Prepared by Regulatory Accounting and Reporting



Louisville Gas and Electric Company
Cemparative Statement of Income

April 30, 2008
Current Month
This Year Last Year Inicrease or Decrease
Amount Amount Amount Y%
Electric Operating Revenues...........cooiienrsiceiinnn 64,331,457.53 66,406,296.13 (2,074,838.600 3.1y
Gas Operaling ReVERUES. ... 24,550,721.69 23,111,067.98 £,479,653.71 6.40
Total Operating REVERUES.........oooiiiitiiiicaenans 88,022,175.22 89.517.364.11 {595,184.89} {0.66}
Fuel for Electric GeRertion. v ie e irininievanamrecem v 21,704,759.18 24,720,211.06 (3,015,451.88) {12.20)
Power Purchased.................. 6,032,790.30 4,365,687.05 1,667,103.25 38.19
Gas Supply EXPENSES....ocouecrers e e e e econas 13,801,522.90 16,703,417.43 {2,901,894.53) (17.37
Other Operation EXpenses...........cooverinii e 14,907,064.84 12,566,555.19 {,940,509.65 14.97
Maintenance.....oovecanean 8,821,592.39 6,123,373.69 2,698,218.70 4406
Depreciahion........... 9,936,184.21 9,839,725.59 116,458.62 1.18
Armortization Expens R 4556,402.40 528,106.86 (71,704.46} (£3.58)
Regulatory Credits....... e e (172,149.08) {163,026.95) {9,122.13) 5.60
Taxes
Federal FCOME. oo - vt v creirerinresrsrerises s e s v s anas 2,734,757 11 2,923,763.40 {189,006.29) {6.46)
A0 HICOMIG ceeiens e eeeeemereee e e ae e s s e iaenaas 520,506.12 664,280.76 {143,374.64) (21.58)
Deferred Federal Income - Net. - - - -
Deferred State Income - NeLo i - - - -
Property and ORET. ..o e i e e 2,044,651.13 1,836,084.48 208,566.65 11.36
Investment Tox Credit. e e - - - -
Amortization of Investment Tax Credit.................. {322,577.00} (329,242.00} 6,665.60 (2.02)
L.oss (Gain} from Disposition of Allowances.............. {44.96} {63.55) 18.59 (29.25)
ACCTEHON BXDENSE. ..ottt i 157.463.21 148,341.13 9,122.08 6.15
Total Operating EXPenses.........oooeviiiniinnniiinnns 80,643,322.75 80,327,214.14 316,108.61 (.39
Net Operating INCOME. ..o oo oeviii e i 8,278,856.47 9,190,149.97 {911,293.5() (9.92}
Other [ncome Less Deductions.........ocooveieiiniiiins {58,407.26) 19,274.56 {77.681.92} {403.03)
Income Before Interest Charges.........oooon 8,220,449.21 9,209,424.63 {988,975.42}) {10.74)
interest on Lomg-term Deblo.o i 4,301,523.08 3,593,183.89 708,339.19 18.71
Amortization of Debt Expense - Net................ 120,887.47 118,667.33 2,220.14 1.87
Other Interest EXPENSES. ..o e ieiciievnns e sniaenan e 408,895.92 122,010.52 286,885.39 235.13
Total Interest Charges ..o e e 4,811,306.47 3,833.861.75 997,444.72 26,02
L TICOMIE. .o oii v vs s e em cemereieasresiemeeseneeer e n e e 3,389,142.74 5,375,562.88 (1,986,420.14) {36.95}
Preferred Dividend Requirements.............ccoveemviannn - (435.145.91) 435,145.91 (100.00)
Earnings Available for Common.............ooo e 3,389,142.74 5,810,708.79 {2,421,566.05) {41.67)




Louisville Gas and Electric Company
Comparative Statement of Income

April 30, 2088
Year to Date
This Year Last Year Increase or Decrease
Amount Amount Amount %

Electnc Operating Revenues. ..., 288,727.399.82 288,798,451.38 (71.051.58) {0.02)
Gas Operating Revenues..........cooiviviir e iccoeniinnnns 215,326,542.24 175,617,159.20 39,709,383.04 22.61

Total Operating Revenuss..........oiinivriimmne 504,053,942.06 464,415.610.58 39,638,331.48 8.54
Fuel for Electnic Generation......oocoovveiivirernnvnecnnnn 101,179,512.47 100,937,004.76 242,507.71 0.24
Power Purchased......cccoeeeen. 29,915,573.67 10,450,429.57 {534,855.90 (1.76)
Gas Supply Expenses...... 166,311,107.22 131,193,306.11 35,117,801.11 26.77
Other Operation Expenses.. 63,361,343.76 59,076,219.86 4,285,123.90 7.25
Mointenance. .o o 35,481,694.40 24,009,079.15 11,472,615.25 47.78
Depreciation. ........ceeee 40,067,662.57 39,194,325.27 873,337.30 223
Amortization Expense. 1,762,468.67 2,102,813.96 (340,345.29) {16.19}
Regulatory Credifs....o.oovreniin e (688.593.95) (636,528.44) {52,065.51} 8.18
Taxes

Federal INeome. o vvvee s cerereceseneseeec e e s aaa s 12,442 024.51 14,091,266.53 (1,649,242.02) {11.70

State TRCOME...oeee e cecrrvannarevneens 1,988,496.30 2,824,680.40 (836,184.10} (29.60)

Deferred Federal [rcome - Net... (333,729.55) 1,046,568.59 {1,380,298.14) (13189

Deferred State Income « Nebonivniiriicenninann: 46,924.12 289,123.48 (242,199.36) {B3.7TY

Property and OtheT oo 8,340,347.13 7.7719,218.54 561,128.59 721

Investment Tax Crediti. .o iemeeecien 1,300,600.G0 2,600,000.00 {1,300,000.00) (50.00)

Amortization of Investment Tax Credit................. (1,303,590.16} (1,323.279.40 19,289.24 (1.46)
L oss {Gawn) from Disposition of Allowances.............. {456,254.88) {553,092.69) 96,837.81 (i7.59
Accretion EXPense. . ....ooovviiiiiiviemiinen e 629,852.84 594,188.32 35,664.52 6.00

Total Operating EXpenses.......oooovvivrvnn oo e vvsininns 460,044 ,439.12 413,675,324.01 46,369,115.11 il.21

Net Operating InCOME. ..o 44,009,502.94 50,740,286.57 (6,730,783.61 (13.27)

Other Income Less Deductions.....oooenvere i {434,657.80} (1,302,702.19}) R68,044.59 (66.63)

Income Before Interest Charges........ccovveeeiieniinna 43,574,845.14 46,437,584.18 (5,862,739.04) (11.86)
Interest on Longeterm Debto i 17,105,275.16 12,247,038.97 4,858,236.19 39.67
Amortization of Debt Expense - Net............... 483,549.78 476,237.51 7.312.27 1.54
Other Inferest EXPENSES. .ocoveirer e e cvcernere s srerannnnss {,283,827.39 (108,680.11) i,392,507.50 (1,281.29}

Total Interest ChArZeS. .o eorirvasrr v eeieeneianenns 18,872,652.33 12,614,596,37 6,258,055.96 49.61

NE HICOME. vt s 24,702,192 81 16,822,987 81 £12,120,795.00} {32.92}
Preferred Dividend Requirements....ooooovooeviirinnnn - 916,636.24 {936,636.24) {100.00)
Earmings Available for Comman..................cone 24.702,192.81 35,886,351.57 {11,184,158.76} (31.17}




Louisvilie Gas and Electric Campany
Comparative Statement of Income
April 30, 2008

Year Ended Current Menth

This Year Last Year Increase or Decrease
Amount Amouni Amount Yo
Electric Operating Revenues............coovvvnnirnin v 932,384,515.7% 957,747,167.66 {25,362,651.95) (2.65)
Gas Operating Revenues.................ooivvvvnnmmnn 392,391,112.07 345,206,710.02 47.,184,402.05 [3.67
Total Operating REVETIUES......ovvvivinieris e 1,324,775,627.78 1,302,953,877.68 21,821,750.10 1.67
Fuel for Electric Generation. oo vvvemrroreierioniannennns 117.506,068.88 109,558,271.83 7.907,797.05 2.55
Power Purchased s 81,802,192.21 108,943,076.39 (27.140,884.18) (24.91)
(a5 Supply EXPENSes .o ias s amrreneeenas 288,710,020.24 244,367,455.74 44,342 564 .50 18.15
Other Operation EXpenses....o..oooovvome it 177.437.780.09 186.832,019.54 (9,394,239.45) (5.03)
MAIRIENANCE. covvveeresvenreaens 94,014,608.10 79,115,221.23 14,899,3186.87 18.83
Depreciation.. PR 120,446,401.97 118,231,874.53 2,214,527.44 .87
AMOTUHZALOT BXPENSE.. it v s icee s s iaamiaiaenea e 5,859,616.94 6,111,182.91 {251,565.97) 4.12)
Regulatory Credits.........ooviiniinniinieees (1,992,805.55) (2.2B8,518.6%} 295,709.14 (12.92}
Taxes
Federa] Income... 32,975,342.97 49.020,342.38 {16,044,999.41} {32.73)
State Income... . 6,784,324.43 11,054,365.29 {4,270,040.86} {38.63)
Deferred }“-‘ecicral Incume Net [P 8,095,572.79 4,854,721.98 3.240,850.81 66.76
Deferred State Income - NcL...... 1,2457.954.10 {1,043,008.48) 2,300,962.58 (22061
Property and Other... 22,457,792.07 22,219,083.09 238,708.98 .07
Investment Tax Cre:d:L 7.679,626.00 5.600,000.00 2,079.626.00 317.14
Amortization of [nvestment Tax CredlL {3,931,611.70} {3,993.008.41} 61,396.71 {1.34}
Loss (Gain} from Dispasition qul]owances (456,254.88) (553.092.69) 96,837.81 {1751}
Accrefton EXDense. ....ooovi i e 1,816,581.88 2,101,805.49 (285,223.61) {13.57y
Total Operating EXPenses........oeveivrnevreneesvimians 1,160,463,206.54 i,140,171,792.13 20,291,414 41 1.78
Net Operating Income... e 164,312,421.24 162,782,085.55 1,530,335.69 0.94
Qther income Less Deduct:ons 63,212.02 {1,692,245.15) 1,755,457.17 (103.74)
Income Before Interest Charges............. oo 164,375,633.26 161,089,840.40 3,285,792.86 2.04
Interest on Long-term Debl.coooviiininniiienn o v 49.277,780.58 35411,165.11 13,866,615.47 19.16
Amortization of Debt Expense - Net.................. [,443,785.84 £,429,757.75 14,028.09 0.98
Other Interest EXPENSES. oo oeireaniiieens e 5,391,496.62 2,755,825.19 2,635671.43 95.64
Total Hterest CHATEES o orereerer et eeranvera e neeiis 56,113,063.04 39,596,748.05 16,316,314.99 4].7%
NEt IRCOME. .t iee e e et e e 108,262,570.22 121,493,092.35 (13,230,522.13) (10.89)
Preferred Dividend RequIrements..........coovveeeenrinnn 5,000.00 3,460,628.31 {3,455,628.31) (99.86)
Earnings Available for Commen...........ooooiiiniinnne 108,257,570.22 118,032.464.04 (9,774.893.82) {8.28)




Balance at Beginmng of Period

Add:

Net Income for Period
FIN 48 Adjustment

Deduct;

Adjustment to Retained Eamnings

Preferred Dividends

$25 Par Value
5% Seres. ..o
Without Par Value
Auction Rate...........
Preferred Dividends Accrued
$25 Par Value
5% Sertes..c.ocevvennn
Without Par Value
Auction Rate...........

Common Dividends

Balance at End of Period

Common Stock Without Par Value

Louisville Gas and Electric Company
Analysis of Retained Earnings
April 30, 2008

Current Month Year to Date Year Ended Current Month
This Year Last Year This Year Last Year This Year Last Year
671,274,440.27 634,438,554.55 689,961,390.20 639.104,729.77 636,462,008.79 611,958,617.30
3,389,142.74 5,375,562.88 24,702,192.81 36,822,987.81 108,262,570.22 12§,493,092.35
- - - 258,182.00 (55,996.00) 258,182.00
- 3,787,254.55 - 3,787,254.55 - 3,787,254.55
- - 746,782.16 5,000.00 1,028,544.98
- - 624,999.99 - 2,432,083.33
- {435,145.91) - (435,145.91) -
- - 40,(00,000.00 35,600,000.00 70,000,060.00 $0,300,G00.00
674,663,583.01 636,462,008.79 674,663,583.01 636,462,008.79 674,663,583.01 636,462,008.79




Assets and Other Debits

Utility Plant
Uility Plant at Ongnal Cost...

Less Reserves for Depreczauun an{i Amemznlmn

Total B S P

Investments - at Cost

Ohio Valley Electric Comoration. . -eeeeaenree

Nonutility Property-Lless Reserve...
Speciat Funds....

Othere s

Current and Accrued Assets
Spccuﬂ Dcpasl!s -
Temporary Cash Invcstrncnls
Accounts Receivable-Less Rescrvc

Motes Receivabie from Associated Cempames .
Accounts Receivable from Asseciated Companscs....

Materials and Supplies-At Average Cost

FUBEL v issairesraramarmermtaresmeemstisir s s s st s mrraayamna s es
Plant Materials and Operating Supplies.............

Stores Expense

Gas Stored Underground..
Aliowance InVeRIOTY....ooiiiiiinininiraraerrrreeseiaann
Prepayments....
Miscellanecus Cum:m and Accrued Assets ............
T OO PP PSPPPRPPR

Deferred Debits and Other
Unemortized Debt Expense
Unamortized Loss on Bonds......
Accurulated Deferred [ncome Taxes....
Deferred Repulatory Assets...
Other Deferred Debits

TEHBL oo recerirbbssbcieiist e s b ar b ra s vr e m y gyt eaas

Total Assets and Other Debits. e

Leuisvitle Gas and Electric Company

This Year Last Year
4,378,886,316.00 4,164,897,022.28
1.898,781,650.51 1,803,312,198.04
2,480,104,665.09 2,361,584.824.24

594,286.00 594,286.00
11,879.20 17,337.47
27.638,933.84 2,257,040.94
14,921.226.00 -
43,166,325.04 2,868.604.41
1,491,264.02 7.257,893.28
1,538,603.07 22.578.848.72
36,310,235 34,756.19
144,899,165.08 119.317,297.13
1,145,552.87 19,366,028.58
41,626,021.35 4£9,116,413.91

26,612,701.77
4,486,000.95
16,329,064.58
10,618.57
4,000,140.28

25,248,361.30
4,525,41041
19,352,922.5%
14,616.28
1926,871.03
1,983.609.78

244,175.502.79

272,716,431.20

7.578.068.95 9.480,734.69
20,952,676.78 19,763,025.49
52,550,439.57 54,948,007.57
150.604.189.56 164,824,014.45
38,251,267.75 42,950,295.42
270,059,655.61 261,968,077.62
3.037,506,148.53 2,929,137,597.47

Comparative Balance Sheets as af April 30, 2008 and 2007

Liabilities ang Other Credits

Caputalization

Common Stock
Comman Stock Expense.

PaideIn COpUAt -+ oo e
Other Comprehensive MEOME. . ..vvue v
Retined FarMInES s ceemscseeees cvsasnearaasiens
Total Common EGQUILY. e caecvieenrrans
Prefarmed SH00K e

Polluton Control Bongs - Net of Reacquired Bands
LT Notes Payable to Associated Companies..........

Total CapualiZation. e ceenrecne i

Current and Accrued Liabifities

Long-term Debt Duein 1 Year.. e
ST Notes Payablie 10 Assetied Ccmpanzcs
Notes Payable te Associated Companies
Notes Payable .
Accounis Payable..e..
Accounts Payable to Associated Companies............
Customer Deposits...
Taxes Accrued..
Interest Accrued...
Dividends Declared.....

ST Obligations Under Capital Leases...
Miscellaneous Current and Accrued Liabilities........

T it irisrsrsrsesesmrmmemsmemeertstss 4 s s g0 ban ey e g nnn s raent
Deferred Credits and Other
LT Gbligations Under Capital Leases...............

Accumuisted Deferred Income Taxes..
Investment Tax Credit....
Regulntory Liabilities....
Customer Advances far Cunstmctmn

Asset Retirernent Obligations. ..o
Other Defesred Credits..ovrene...

Miscelianeous Long-termn Liabilities oo nnn -
Accutn Provision for Postretirement Benefits........
4T PO OO PRSP PIES
Tzl Liokilities and Other Credits......oooiinr

This Year [ast Year
425,170,524.09 425,170,424.69
(833,888.64) {§35.888.64)
60,360,000.60 40,000,000.00
(14,701,983.08) (8,992,040.00}
674,663,583.01 636,462.008.79
1,144,296,135.38 1,091,804,504.24
468,104,0600.00 574,304,000.00
410,0660,000.00 363,000,000.00
2,022,400.135.38 2.019.108,504.24

158,075.200.00

93,669,891 54
19,666,351.44
20,0664,241.24
7.289,525.53
7.649.936.48
275441.25
11,802,402.67

21.033,008.06
90,165,684.95
68,170,157.84
18,527,763.30
11,421,802.57
3,846,358.62
(5,000.00}

12,726,844.02

318,602,992.15

225,880,611.30

398,795,538.80
46,094,972.04
54,711,741.54
0,132,319.04
30,186,557.26
20,151,668.85
31,609,547.38
95.420,676.09

390,473,578.74
42,346,957.74
55,218,308.78
21,337,640.53
28,696,858.50
33,244,448.04
6,752,934.37
96,078.155.28

696,503,021.00

£74,148,881.93

3.037.506,148.53

2,929,137,99747




Statement of Capitalization and Short-term Debt

Common Equity

Common Stock - Without Par.....reommsns e ieeeeenaneinnn
Common Stack EXPeNISE.. . unecaeeeriermrrerreaciastass s s s rsssnin s
PaidIn Capital oo e
Gther Comprehensive Income
Retnmed BAMTHAZS....ccuimmmrerssstsmes s o ssoasasssasisesasansnee

Total Common BEQUuity. ..o iicissenres st siisaissies s e eaa e

Long-term Debt

Poltution Controf Bonds

Jefferson County 2000 Series A 05/01/00 Due 05/01/27 Var%....
Trimble County 2000 Senes A 08/01/00 Due 08/01/30 Var¥......
Jefferson County 2001 Sertes A 09/11/01 Due 09/01/27 Var%....
Jefferson County 2001 Sertes A 03/06/01 Due 09/01/26 Var%....
Trimble County 2001 Series A 03/06/01 Due 09/01/26 Var%.......
Jefferson County 2001 Senies B 03/22/01 Due 11/01/27 Var%....
Trimble County 2001 Seres B 03/22/01 Due 11/01/27 Var%.......
Trimble County 2002 Senies A 10/23/02 Due 10/01/32 Var%.......
Louisville Metro 2003 Senes A 11/20/03 Due 10/01/33 Var%......
Louisville Metro 2005 Series A 04/13/05 Due 02/01/33 Var%......
Lowsville Metro 2007 Senes A 04/26/07 Due 06/01/33 Yar%......
Lowsville Metro 2007 Series B 04/26/07 Due 06/01/33 Var%......
Trimble County 2007 Sertes A 04/26/07 Due 06/01/33 Varte......

Less Reacquired Bonds

Lowsville Metro 2005 Senes A 04/13/05 Due 02/01/35 Var%......
Louisville Metro 2007 Series A 04/26/07 Due 06/01/33 Var%......
Louisville Metro 2007 Senies B 04/26/07 Due 06/01/33 Var¥%......
Pollution Control Bonds - Net of Reacquired Bonds................

Long-term Notes Payable to Assoctated Companies................

Total Capitalization.....ns

Short-term Notes Payable to Associated Companies......o.oocoovvnnnes

Total Capitalization and Shert-term Debto e,

Lauisville Gas and Electric Company

April 30, 2008

Authonzed
Shares

Issued and Qutstanding

Shares

Amount

Percent of Total
Capital and

ST Debt Capuial

75,000,000

21,294,223

425,170,424.09
{835,888.64)

60,000,000.00
(14,701,983.08)

674,663,533.01

1,144,296,135.38

52.48 50.58

25,000,000.00
83,335,000.00
10,104,000.00
22,500,000.00
27,500,000.00
35,000,000.00
35,000,000.00
41,665,000.00
128,000,000.00
40,000,000.60
31,000,000.00
35,200,000.00
60.000,000.00

574,304,000.00

(40,000,000.00)
{31,000,000.00)
(35,200.,000.00)

26.34 28.40

(106,200,000.00)
468,104,000.00

410,000,000.00

(437 (5.25)
21.47 23.15

18.80 20.27

2,022,400,135.38
158,075,200.00

92.75 100.00
7.25

2,180,475,335.38

100.00




Account - Subsidiary Account

Uility Plant

At Original Cost .. ...

Electric.. ... o
Gas..... . e

Common TR
Amortization of PEzm!
Electrc...........oo o
Gas . o
Common... .. ‘

investments - at Cost

Cash .

Nonutility Property ...
Nonutility Property Reserve. .. ‘
Ohio Valley Electric Corporation......
Special Funds. ..

Prepaid Pension ..

Special Deposits,.

Temporary Cash Investments..... ... .

Margin Account. ...

Reserves for Depreciation and Amortization..

Louisville Gas and Electric Company
Trial Balance
Aprii 30, 2008

Balance

Subsidiary Account

Balance as Shown on
Balance Sheets

MAN Margin Call.... ... ...

Other. .. ...

Accounts Recetvable - Less Reserve.. .

Working Funds .. ...
Cusiomers - Active. ...

Wholesale Sales..................

Transtmssion S&HES. . v oo e

Unbilled Revenues. ...
Employce Camputer Loans

Damage Claims.. ... v
RAR Settlements. ... ........ ...

Officers and EMpPlOYEES .. oo oo i

IMEA . .

Other. .

Reserves for Uncol ecnble Accoums

Utility Customers
Reserve. .. ...
Accrual.... ...
Charged Off...
Recoveries ..

AR M:scellaneous
LEM Reserve.. ... ...
Interest and Dividends Rccewab[e ............
Rents Receivable ... .. .

Accounts Receivable from Associated Companies... ... ..

Fuel.

E ON US Services/Kentucky Utilities Company

Coal 1 021 495 09 Tons @ $37 73 MMBm 23 107 543 98 @ E66 79¢

Fuel O 175,782 Gallons @ 217.78¢..,
Gas Pipeline 211,276 Mcf @ $12 79 .

4,378,886,316 00

(1,603,776,389.79)

{211,008,962.50)
(64,680,200 23)

(100 00)
(800 00)
(19,315,198.39)

75,239 56
(63,360.36)
594,286.00

27,638,933 84
14,921,226 00

1,491,264 02

1,538,604 .93
58.14

36,310.25

21,280 00
84,948,838.51
6,118,590.75
311,026 82
34,887,000 00
93,396 .74
632,792.98
1,038,234.00
300.00
2,635,898.79
2,738,859.06
12,789,902 02

(838,182 00)
(475,465 59)
1,341,853 90
(866,388.31)
(1,093,042 00)
{4,167.53)
203,320 43
415,107 51

3,145,552.87

38,540,205.47
382,816 36
2,702,995.52

4,378,886,316 00
(1,898,781,650.91)

43,166,325 04

1,491,264 02
1,538,663.07

36,310.25

144,899,165 08

3,145,552 87

41,626,021 35



Louisviile Gas and Electric Company
Trial Balance
Aprit 30, 2008

Balance Balance as Shown on

Account - Subsidiary Account Subsidiary Account Balance Sheets

Plant Materials and Operating Supplies

Regular Materials and Supplies . . .. .

26,612,701 77

. 26,408,316 59
Limestone 28,908 91 Tons @ $7.07 . ... . e o 204,385 18
Stores Expense. e 4,486,000 95
Stores Expense Undlsmbuted e S 4,486,000.95
Gas Stored Underground - Current. . 16,329,064.58
Gas St Underground*2,258,779 Mcf (M 73 psm) @, 57 23 16,329,064 58
Allowance Inventory.. ... 10,618 57 10,618 57
Prepayments ... 4,000,140 28
INSUTANCE . .. . o e 2,156,721 88
Taxes. . 323,231.27
FRanchiSES . . i e e e e 242,675.49
Rights of Way ... : . . 280,000.03
Risk Management and Wo:kers Compcnsancm P 90,000.00
Vehicle License. .. . 42,954 40
Oter . e e e 864,557 21
Unamortized Debt Expense - BT TRP 7,571,061 .95
Jefferson County 2000 Scncs A 05/(}1/00 Dne 05.’01/27 Var% e 454,042 49
Trimble County 2000 Series A 08/01/00 Due 08/01/30 Varde ... ... 851,670 99
Jefferson County 2001 Series A 09/11/01 Puc 090127 Var% ... ... . ... . 381,556 00
Jefferson County 2001 Series A 03/06/01 Due 0901726 Var% . ... ... ... 180,990.36
Trimble County 2001 Series A 03/06/01 Due 09/01/26 Var%. ... .. ... 196,869 23
Jefferson County 2001 Serics B 03/22/01 Due 11/01/27 Var%e .. ... 213,459.02
Trimble County 2001 Series B 03/22/01 Due 110127 Var%..... ... .. .. 213,492 67
Trimble County 2002 Series A 10/23/02 Due 10/01/32 Var%......... .. ... .. 899,398 48

Louisville Metro 2003 Series A 11/20/03 Due 10/01/33 VarS% ... .
Trimble County 2007 Series A 04/26/07 Due 06/01/33 Var%........

298597375
1,191,608 96

Unamortized Loss on Bonds . ..o 20,952,676.78
Refinanced and Called Bonds 20,952,676 .78
Accumulated Deferred Income Taxes. ... ... . 52,590,450.57
Federal
Electric.... . e e e e e e e 36,776,902.33
Gas.....o.o e 7,444,969.22
State
Elegtric. ... oo 7,174,558.71
GHIS o e e e 1,194,029.31
Deferred Regulatory Assets. 150,694,189 56
Asset Retirement Obligations
Electric. .. ... ... 19,496,930 88
Gas....oaan 5,348,398 40
Common. .. ... . 23,644 81
Pension and Pustreurcmcm Beneﬁts 109,420,059.00
ECR Ash Hauling ... 4,033,077.33
MISO Exit Fee. ... 12,372,059 14
Other Deferred Debits .. . . .. 38,251,267.75 38,251,267 75
* Excludes: 5 Mecf
Non-recoverable Base Gas  9,648,855.00 7,880,000
Recoverable Base Gas 2.139.990.00 2,930,600
11,788,845.00 10,810,000
Total Assets and Other Debits ... o 3,037,506,148.53 3,037,506,148.53




Louisville Gas and Electric Company

Trial Balance
April 30, 2008

Account - Subsidiary Account

Common Equity ..
Common Stock ... ...
Retained Earnings . ............... .
Commen Stock Expense .. .. .
Paid-In Capital ... o
Other Comprehensive Income .. .

Bonds. . :
Pollunon (‘ontrol Bonds Net of Reacqmred Bonds
Long-term Notes Payable 1o Associated Companies . .

Short-term Notes Payable to Associated Companies .
Money Pool Payable .

Accounts Payable .. .. ... Lo
Regular. ‘ .
Salaries and Wages Accrued

Tax Collections - Payabie. ... . ... ... ...

Accounts Payable to Associated Companies. -
E.ON US Services/Kentucky Utilities Company ..

Customers' Deposits ... . .. oo i
Taxes Accrued. . ...

Interest Accrued. .

Jefferson County 20{30 Senes A 05/01/00 Due 05/01/27 Var%‘ e
Trimble County 2000 Series A 08/01/00 Due 08/01/30 Var% .

Jefferson County 2001 Series A 09/11/01 Due 09/01/27 Var% ... ..

Jefferson County 2001 Series A 03/06/01 Due 09/01/26 Var% ... ... ... ..
Trimble County 2001 Series A 03/06/01 Due 09/01/26 Var%%.. ... ... ...
Jefferson County 2001 Series B 03/22/01 Due 11/01/27 Vart% .. ...

Trimble County 2001 Series B 03/22/01 Due 11/08/27 Var%. .. ... ... ..
Trimble County 2002 Series A 10/23/02 Due 10/01/32 Var%................ .

Louisville Metro 2003 Series A 11/20/03 Due 10/01/33 Var% . ... ...

Louisville Metro 2005 Series A 04/13/05 Due 02/01/35 Var%... ... .

Louisville Metro 2007 Series A 04/26/07 Duc 06/01/33 Var% . ... ... .. ..
Louisville Metro 2007 Series B 04/26/07 Due 06/01/33 Var%... ... ... ... ...
Trimble County 2007 Series A 04/26/07 Due 06/01/33 Var% .. ... ...

Interest Rate Swaps ... ... ... ... ..o
Fidelia. . . R
Customers' DJeposits . ..o v v

Short-term Obligations under Capital Leases. .. ..

Miscellaneous Current and Accrued Liabilities. ... ... ... .. ...

Customer Overpayments... ... oo

UK Emission Research Grant. .. ... ... oo

Vacation Pay Accrued . .
Derivative Liabilities - Non Hedgmg

Postretirement Benefits - Current . . . . . o

Other . .

20,064,241 24
7,299,52553

191,406.25
144,581.61
1,474.07
253,109 82
358,245 30
458,780.51
458,780.82
90,736.34
22,808 84
69,180.37
48,964 80
55,598.72
1,149,999 98
434,586.21
3,020,800 48
850,882 36

275,441 25

3,122,073 57
250,000.00
5,260,881.59
(0.03)
3,061,339 00
208,108 54

Balance Balance as Shown on
Subsidiary Account Balance Sheets
1,144,296,135 38
425,170,424 09
674,663,583.01
{835,888 64)
60,000,000 00
(14,701,983 08)
468,104,000 00
468,104,000.00
410,000,000 00 410,000,000 00
158,075,200 00
158,075,200 00
93,669,891 54
90,742,007 45
2,070,438 24
857,445 85
19,666,353 44
19,666,353 44

20,064,241.24
7,299,525.53
7,649,936.48

275,441.25
11,962,402 .67



Account - Subsidiary Acgount

Customers' Advances for Construction ...

Line Extensions

Electric. .. ... ...

Gas .

Customer Advances - Arena

Asset Retirement Obligations

Electric
Gas .
Common

Other Deferred Credits..... ..
Regulatory Liabilities . ..

Assct Retirement Obligation

Electric . . ... .

Gas ..

Defeirred Taxes

Federal
Electric ...
Gas .

State
Electric . ...
Gas .

MISO Schedule 10 Charges ..

Investment Tax Credit. ... .. . i e e

Job Development Credit

Louisville Gas and Electric Company

Trial Balance
April 30, 2008

Gas..

Advanced Coal Credit. . ..

Accumulated Deferred Income Taxes . ..

Federal
Electric .

GBS
COmmon . ... .o e

State

Miscellaneous Long-term Liabilities.. ... . ... . . . i

Workers' Compensation..... ... ...

Uneertain Tax Positions T RS
Long-term Derivative Liabilities - SFAS 133 .

Accumulated Provision for Benefits. ... ... ..
Pension Payable. . ...
Postretirement Benefits -
Post Employment Benefits Payable . .. e e e
Post Employment Medicare Subsidy. ... ....... ... ... .

Total Liabilities and Other Credits...... ... .. ..

10

Balance
Subsidiary Account

Balance as Shown on
Baijance Sheets

808,279.89
8,042,634 46
11,281,404 69

22,238,887.74
7,921,466 27
26,203 25

20,151,668 85

233,950 31
128,566 48

25,792,713 75
1,770,696 50

18,484,585 00
2,731,31550
5,569,914.00

31,721,091 14
1,094,254 90
13,279,626 00

289,631,425 29
51,350,987.50
(1.00)

46,474,892 34
8,338,234 67

5,581,407 38
29,044 00
25,399,096 00

13,347,081.00
78,455,708.57
3,762,588 00
(144,701 48)

20,132,319 04

30,186,337 26

20,151,668 85
54,711,741 54

46,094,972 04

398,795,538.80

31,009,547 38

95,420,676 09

3,037,506,148.53

3,037,506,148.53




Louisville Gas and Electric Company
Statement of Cash Flows

Cash Flows from Operating Activitics
Net income . .. e e
Jtems not requiring (providing) cash currently:
Depreciation. . .
Amortization.. ...
Deferred income taxes-net . ... .. ...
Investment tax credit - net. . .
Other. ... ... .
Change in receivables. ..
Change in inventory ... ... .o oo
Change in allowance inventory ... ..

Change in payables and accrued expenses .. . .o oo o e

Change in other regulatory assets .

Change in other regulatory labilities . ... . oe e

Change in other deferred debits .. . ............
Change in other deferred credits . ...
Other . ... ...

April 36, 2008

Net cash provided (used) by operating activities........ ...

Cash Flows from Investing Activities

Gross additions 1o utility plant - construction expenditures. . . ... o0
Gross additions to common utility plant - construction expenditures ... . ... ...

Change in long-term investments. ... ...

Change inrestricted cash ... . . .o

Net cash provided (used) by investing activities... . ... . .. ... .

Cash Flows from Financing Activities
Proceeds from issuance of long-term debt... ...

Net increase in short-term debt . o vt e

Payments for reacquisition of long-term debt.. .
Net increase in derivative liabilities. ... ... ..

Payments for retirement of preferred stock. . ..o
Net decrease in SHOT-Erm deblto . v e e s s

Net decrease in short-term capital lease obligations .. ... ..

Net decrease in long-term capital lease obligations.. . .

Change in restricted cash... . ..

Dividends on preferred stock .«

Dividends on COMIMON SEOCK . oo e e i

Net cash provided (used) by financing activities... ... . ... o
Net Increase {(Decrease) in Cash and Cash Equivalents. ..

Cash and Cash Equivalents at Beginning of Period. .. .. .

Cash and Cash Equivalents at End of Period.. ... ... ... .. .

I

Year to Date

2008

2007

24,702,192 8]

36,822,987 81

40,067,662 57 39,194,325 27
1,762,468 67 2,102,813 96
248,667.57 2,927,077.07
(3,990 16) 1,276,720.60
(1,130,117 01) (318,963 61)
40,533,911 30 45,878,175 83
69,052,262 08 52,158,750 72
84690 1,386 72
(7,745,961.41) (62,593,059 .09)
327,859.72 (1,204,310.91)
(403,796 08) (152,262.08)
(5,530,562.03) (7,792,045 42)
(20,710,584 56) (18,033,587.28)
11,239,259 81 4,620,869.21
152,410,114 18 94,888,878.80

(72,973,917.58) (42,815,722.73)
(9,484,055 18) (3,181,947 74)
385,022.65 583,258 87
(8,737,689 82) (9,813,300 62)
(90,810,639.93) (55,227,712.22)
(8,927 49) 136,033,320 39
79,834,000.00 -
(106,200,000 00) -
3,906,160.00 -

. (91,643,112 60)

. (46,791,000 00)

(129,996.44) .
(23,649 00) .
(1,797,905 93) -

- (4,416,711 93)
(40,000,000.00) (35,000,000.00)
(64,420,318.86) (41,817,504.14)

(2,820,844 61) (2,156,337 56)
4,348 418.88 9,448,987.03
1,527,574.27 7,292,649.47




Interest on Long-term Debt

Loan Agreement - Pollution Contrel Bonds
1992 Series A Variable ..o arreceerenees
1992 Sertes A Variable TC..coviiimvirienreereicanes
1993 Series A Varisble Rate...
1995 Serzes A (5.90%).....
Jeiferson County 2000 Series A due May i, 2027....
Trimble County 2000 Senes A due Aug. [, 2030.....
Jefferson County 2001 Series A due Sep. 1,2027....
JefTerson County 2001 Senies A due Sep. 1, 2026....
Trimble County 2001 Series A due Sep. 1, 2026......
Jefferson County 2001 Sertes B due Nov. {, 2027...
Trimbie County 2G01 Series B due Nov, 1, 2027.....
Trimble County 2602 Senes A due Oct. 1, 2032......
Louisville Metro 2003 Series A due Oct. 1, 2033.....
Lowsville Metro 2003 Series A due Feb. 1, 2035...
Louisville Metro 2007 Series A due Jun. 1, 2033....
Lowsville Metvo 2007 Series B due Jun. 1, 2033.....
Trimble County 2007 Series A due Jun. [, 2033......
Interest Rate Swaps

Notes/Debentures..........

Fideha. oo iiiiiimr it

$5.875 Mandatory Redeemable Preferred Stock

FOUrrersesresecemrecramsereraemesmaseae et s b sa e

Amortizaton of Debt Expense - Net
Amortization of Debt EXpense......cevciraciniins
Amortization of Loss on Reacquired Deblo...ocenee..

Other Interest Charges
Customers' Deposiis. ..o
Federal Income Tax Deficiencies..
Othey Tax DefiCiencies. .o eeaesseans
Gas RefUnds. v e e crcrmererearemeecmc e s as
interest on Debt 10 Associated Compznies
Other Interest EXPense.....ovovvevrrereeneeiannnnncnen.

L PP

Total HMEIEStcvsicreerarercarsacrrmss e s sr s ree s anees

Louisville Gas and Electric Company
Analysis of Interest Charges

Aprli 30, 2008
Current Month Year to Date Year Ended Current Month
This Year Last Year This Year Last Year This Year [.ast Year

B §83,248.21 - 465,181.37 {114,698.96) 1,222 861.63
- 353,243.84 - 892,126.04 (221,983.30 2,341,356.17
- 206,956.73 - 523,1206.24 (1353,235.14) 1,384,141.17
164,062.50 74,895.82 539,670.12 301,319.44 1,176,232.62 90%,236.14
212,212.58 253,060.62 1,075,479.85 1,062,219.13 3,450,708.22 3,121,395.56
24,494.07 31,546.93 12164122 122,946.04 400,506.06 372,074.16
39.414.16 67,315.07 239,637.08 267,152.07 795,470.12 816,004.12
72,617.29 82,273.97 292.889.74 326,519.18 972,241.19 997,338.36
92,996.06 105,863.02 375,084.10 418,465.77 1,241,476.46 1,281,421.93
92,946.06 105,863.31 375,084.10 418,466.06 1,238,887.43 1,281,422.21
129,086.37 127,392.16 594,641.55 499,380.70 1,714,653.86 i,508,147.40
696,913.74 378,666.68 2,076,942.19 i,536,000.04 53£1,128.85 4,614,453.37
69,180.33 £21,361.11 584,451.02 470,772.21 157251770 1,413,522.17
76,745.92 15,715.29 552,397.87 15,715.29 1,325,995.99 15,715.29
87.143,76 38,333.32 617,485.55 38,333.32 1,479,656.25 38,333.32
7148,276.00 17,844,444 930,603,133 17.844.44 2,798,758.93 17,844.44
434,586.23 129,637.24 1,409,701.48 549,914.24 2.452,508.54 1,603,761.26

20,029.00 - 36,466.00 - 347272148 -
1,820,774.99 1,299,966.51 7,283,099.96 4,035,591.14 20,341,234.38 11,330,591.22
- .02 - 34597225 - 1,141,545.17
4,381,5231.08 3,593,183.89 17,105,275.16 12,247,038.97 49.277,780.58 35.418,105.11
27,138.92 32,044.56 126,645.16 134,206.62 393,566.16 406,638.78
93,748.55 86,622.77 356,904.62 342,030.89 1.050,279.68 1,623,118.97
120,887.47 118,667.33 483,549.78 476,237.51 {,443,785.84 |,429,757.75
85,681.73 80,789.95 141,885.16 312,506.50 $98,419.54 $23,037.36
- {¢.35) - (1.058,734.31} - 183,125.68
- - (111.60 1,791.71 (500.41) 1791
- 475.76 - 1,903.04 544,60 4,281.84
323,059.20 40,745.13 040,676.24 625,910.84 4,192 238.45 i,435,646.49
154.99 - 154.99 794211 794,44 7.942.11
408,895.92 122,010.53 1,283.827.39 (108,680.11) 5,191,496.62 2.755,825.1%
4,831,306.47 3.833,861.75 18,872,652.33 [2,614,596.37 56,113,063.04 19,596,748.05
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Kind of Taxes

Taxes Charged to Accounts 408.1 and 409.1

Property Taxes. .o
UneMplOYMENE. .ococivirinc e vennsseesannrss s e

FICA................

Public Service Commission Fee...oovnieniininicns
Federal INCOMe. . eccsccinininiinrrneneninnenn
State ICOMIB. . v eeeeeccesernreee e re e sseenes
MiISCElaNEOUS. .o vrreeee et e e

‘Total Charged to Operating Expense...........

Taxes Charged to Other Accounts...............
Taxes Accrued on Intercompany Accounts.....

Total Taxes Charged....cocooeereiciinn,

Kind of Taxes

PrOPErEY TaXeS . v ccermerevsisssinsenresn s
Unemployment. ...
Federal INCOME. ...oovvemriareereeersecrvnsavsraesraesssnssnnas
S1ate INCOMI e rreeeeeeccsrisariesrirser s s
Kentucky Salesand Use Tax.........oooiinnnns
MiSCEIlANEOUS. ...veerrvreeerrvrsniir st eseen

OIS vareee e cttvtessassnaeerrrmsrsssnanaeanen

Louisville Gas and Electric Company
Analysis of Taxes Charged

April 30, 2008
Current Month Year to Date
This Year Last Year This Year [Last Year
..... 1,352,184.77 1,180,774.00 5.408,739.08 5,042,859.00
40,889.16 9.300.07 70,950.66 71,149.91
482.621.79 481,072.25 2,109,691.24 2.024,153.62
...... 161,615.66 158,705.95 646,462.64 634,823.80
...... 2,734,757.11 2,923.763.40 12,442,024.51 14,091,266.53
..... 520,906.12 664,280.76 1,988,496.30 2.824.680.40
7,339.75 6,232.21 104,503.51 6,232.21
5,300,314.36 5,424,128.64 22,770,867.94 24.695,165.47
..... 65,231.57 234.640.29 6,750,202.68 (426,410.85)
e (180,108.12} (190,045.44) {719,622.02) (811,750.29)
..... 5,185,437.81 5,468,723.49 28.802,048.60 23.457,004.33

Analysis of Taxes Accrued - Account 236

Taxes Accrued Accruals Payments Taxes Accrued
At Beginning To Date To Date At End
Of Year This Year This Year Of Month
..... 9,962,060.51 5,488,332.00 9,698.673.95 5,751,718.56
...... 53.548.05 48.919.35 102,134.24 333.16
618,958.69 1,930,265.23 2,272,763 81 276,464.11
...... (6,107,469.91) 17,377.616.23 13,793,423.91 (2,523,277.5%}
..... (832,671.91) 2,613.811.45 (1,793,539.09}) 3,574,678.63
521,167.51 1,288,762.18 1,596,321.03 219,608.66
- 54,338.16 54,338.16 -
..... 4,221,592.94 28,802,048.60 25,724,116.01 7,299,525.53
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Louisville Gas and Electric Company
Summary of Utility Plant - Utility Plant in Service

Aprit 30, 2008
Net Balance Transfers/
Utility Plant in Service Fiyst of Year Additions Retirements Adjustments Net Additions Balance to Date
Electric
Intangible......covvieirrnieiri s 2.340.29 - - - - 2,340.29
Steam Production. ... vevirrrienrroarramasine 1,957,341,584.73 18,211,654.10 {1,235,775.98) - £6,975,878.12 1,974,317,462.85
130005 s JOUR RO UUUPP PRSP PRPR PRI ER ORI 29,738,481.51 - - - - 29,738,481.51
Other Production. ... ovoveieeieramreraaiiaines 225,593,229.05 2,943 .40 - - 2,943.40 225,596,172.45
T raANSITHSSION 1 cvvus s eemenersaanrnmmraraniaasioiaenss 254,545457.73 606,585.18 (60.974.36) - 545,610.82 255,091.,068.55
DASEEIBUEION . o1 evee e eerareeriicrasarn e eisaantsans 762.409,249.99 14,487,265.50 (64,276.64) - 14,422 ,988.86 7_76,832,238.85
T = o TUUT TP UPPPOPOP 16,648,246.38 6,380.50 - - 6,380.50 16,654,626.88
Total EIECHIC. covvrareeencriasrrmierecreamasinraees 3,246,278,589.68 33,314,828.68 (1,361,026.98) - 31,953,801.70 3,278,232,391.38
Gas
Tutangible. . coooeiin i 1,187.49 - - - - £,187.49
Natural Gas Storage Plant Underground......... 62,254,677.12 57,966.45 (462.83) - 57,503.62 62,311,580.74
T ATISITHSSION . 1o e enenercranaararesssnrasasranssnes 12,901.908.0%9 - - - - £12,901,908.09
D ISETDEOT. v veeeseeeeemnssosessereeeerreaeeiinens 464,243,423.53 8,152.674.45 (2,043.77) . 8,150,630.68 472,394,054.21
GENETAL oo eeeeeeereeeeeeeeeeses s iaeeeeeeeeane s 9,033,095.77 5377.09 - . 5,377.09 9,038,472.86
Gas Stored Underground Non-Current........... 2,139,990.00 - - - - 2.139,990.00
otal Ga8. e in e 550,573,682.00 8,216,017.99 (2,506.60) - 8,213,511.39 558,787,193.39
Common
Intangible.. ...t 28,321,223.19 1,025,946.73 - - 1,025,946.73 29,347,169.92
(€T 11 c:] FOUR USROS PPPPPRRPIPP 149,510,912.37 1,128,593.00 - - 1,128,593.00 150,639,505.37
Total COMITION. ...\ tieenecaensiirrnrr e rcrsens 177.832.135.56 2,154,535.73 - - 2,154,539.73 179,986,675.29
Total Plant in SEIVICE......ovcrimiriecnennan 3,574,684,407.24 43,685,386.40 {1,363,533.58) - 42,321,852.82 4.017,006,260.06
Construction Work In Progress
BIBOHTIC v v vnveneieracnsreaeteraninartaenrsasaan 253,332,706.20 9,957,842.04 - - 9,957,842.04 263,290,548.24
L& T TP USSP PPRPP PR 62,549,383.29 150.914.51 - - 150,914.51 62,700,297.90
L 0011¢) 1100 PUDU TR U PSPPSR 28,559.,694.35 732951545 - - 7,329,515.45 35,889,209.80
Total Construction Work In Progress........... 344,441,783.94 17,438,272.00 - - 17,438,272.00 361,880,055.94
Total Utility Plant at Origmnal Cost.................. 4,319,126,191.18 61,123,658.40 {1,363,533.58) - 59,760,124.82 4378,886,316.00
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feserve for Depreoration of Utility
Lift Reserves
Electric...
Eleetric - ARO Steam
Elcctnie - ARO Hydro. .
Electric - ARO Other Production
Electne - ARO Transmussion...
Eleetne - ARO Distribunion...
Gas - ARO Underground Storage..
Gas - ARD Distribution
Cormgnon - ARG,

Total Lifc Reserves for Depreciaton of
Uty Plant in Service. ..o

Salvage Reserves
Steam Production
Hvdro Productson.
Other Producnon..
Transmissign. .
Distribution.
Distribution Generil
Gas Stored Undergrownd.
Gias Transmussion..
Gas Distribution.

Total Salvage Reserves for Deprecsanon of
tifity Plant sn Service. .. ..o

Total Reserves
Gas.......
Comman.
Total Reserve for Depreciation of
tility Plantin Service.....o..iin s

Reurement Work In Progress
10BOGE
Blectne. oo -

Total I0B0GTRWIP. ... ...

108561

Tomd 1GROQI RWIP........... ..l .
Forl RWAP............ .

YearzeDate.......ooo

Amartization
Electne. ..

Toinl Reserve for Amertization of
Utifity Plantin Serviee. ..o

Total Reserve for Depreciation and
Amortization - Utity Plant in Service...

Utility Plant at Original Cost Less
Reserve for Depreciation and Amortization.......

Laulsvilie Gos and Eltetric Company

Summary of Utility Flant - Reserve for Depreciation of Utllity Flane

Aprll 30, 2008
Nez Balance Trans{e! RWIP Cast of Other
First of Year Accruals Retrements Adjustment Tronsfers Qut Remavai Salvane Crgdits Balance ta Date
{1,378,260,921.Z5) {28,378,061.459 1,361,626.98 {1.405,277,655.7}
{2,207,9G5.66) (65,641 691 . {2,273,547.35}
{36.818.08) {164.85} - {16,582.56}
{114,837.98) {1,125.84} {115,962.92)
{2,336.94) {57139} {2,908.33)
{12,367.5 {121.93) - (12.489.46)
{155,853,439.88) {3,720,047.74) 3,506.60 {159,570,981.62)
{401,123.53) {2.973.08 . (404,096.61)
{19,562.71) (56.82) {19,215.53}
{1,165.28) {1344} (E176.72}
{62,470,548.61) (2,098,225 .85} {64,568,769.86}
{1,559,35%,725.55} (34.266,998.111) 1,363,533.58 {1.632,263,150.48)
(5Z,156,645.28} {1.944,772.51) 357,035.96 {103,285.60} (53,844,666.81)
356,096.84 . - - 3156,05084
{2,050919.39) - - {2.090,919.89)
(16,995,732.03) {373,762.61) 31520015 {17.018,314.51)
{136,112,168.78) (2.068,968.43) 15693648 {138,024,207.69)
112,862.90 7,552.68 120.41558
47,228 50 {74,520.9%) {27,262 .41)
{2.748,634.29) (34,662.08) . - {2.783,256.37)
{51,376,946.18) (1,541,790.57) 984,538.44 {462.36) {51,934,660.62}
150,825.93 {4,433.28 - - 20525921
{186, 487.956) (3271131 {269,199
260,920,547 20) {6,036,202.91} 1,809,705.03 (163,747.36) {265,150,792 46
{1,587 460,819.74} (32,822,638.07} 1,161,026.98 825,166.59 {103,285.00) {1,618,200,549.34)
(210,161,252.16) {5,359,617.874 2,504.60 984,538 44 {462.386) (214,535,287 35}
{62,658,2G1.25) {2,12G,945.101 {64.779,146.135}
{1,860,280,273.15) (40,303,201 .64} 1,363,533.58 1,809,765.03 {163,747.38) {1,897,513,98X 99
1,447,528.31 (74,35087 £21,167.96} {17,753.50) 133427578
i08,221.49 {1,159.88) . . 107,031.61
{17535} . 175.35 -
1,555,574.35 {75,540.85) (21,1G7.36) {17,618.15) £.441,307.39
12,353,182.04 {703,342.74) 1,757,803 92 (49,315.09) {218,444.46) 11,089,883 .67
388736755 {927,074.68) 457,899.77 . - 141829304
150,665.66 - {65,647.19} (15,867.00} (175.35) 98,946 12
16,430,615.25 (1.63G,416.82) 2,150,156.5¢ {135,212.4%) {218,619.81) 16,607,133 .03
17,5986,189.60 {1,705,957.67) 2,129,648.54 {125,212.09 {236,237.98) 18,048,430 42
{1,842,294,081.55) {40,363,201.04} 1,363,533.58 - (£,705,957.67) 3,9319,353.57 {228,959.45} {236,237.96) {1,879,463,552.52)
{10000} {100.60)
{860.00) . (800.00)
{17,552, 72972} {1,762,468.6T) {19,315,198.3%)
{17,553,629.72} {1,762,468.67) (19,316,098 35)
(1,859,847,213.27Y {42,065,669.71) 3,563,533.58 . {8,705,957.67} 31939353 .57 {228,959.45} {236,137.96) (1,898,781,650.51)

2.480,104.665.09
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LOUISVILLE GAS AND ELECTRIC COMPANY

Financial Reports

March 31, 2008

Prepared by Regulatory Accounting and Reporting



Electric Operating Revemies. ......o.ooovevineiiinnnvannnne
Gas Operating Revenues... ....ccoooeviiiniiiinniieeenens

Total Operatmg Revenues..........ovvieenvooee crirercenens

Fuel for Electric Generation. ... v vvviiiiiireniiranennnn.

Power PUTChBSEed. ... et
Gas Supply EXPERSes......verivieareercrneennss
Other Operation Expenses..............ooo

Maintenance. ..ooeeeeeeeeneen

DIEPIECIBHEON. ottt eacnemiae s e e e e e ra b e

Amortization EXpense......oo i

Regulatory Credits.. ..o,
Taxes

Federal INCOme. o ir i vrcerrv s erecs s

State Income............

Deferred Federal Income-Net...oo.ooivniiins v
Deferred State Income - Neboc i ns .
Property and Other. v v e
Investrrent Tax Credit. ..o

Amortization of Investment Tax Credit

Loss (Gain} from Disposition of Allowances.............
Accretion Expense..........ooin

Total Operating Expenses...........ocooeiiiiiiieenn,

Net Operating Income...........oocoe e
Other Income Less Deductions.......ooovvvvvevvieiiiennes

[ncome Before Interest Charges.......oooocovisenneens

interest on Long-term Debto.o

Amortization of Debt Expense - Net.......

Other Interest EXPENSES.. oo

Total Interest Charges....ooiinimia v

O LS R TeTe 1 ¢TI

Preferred Dividend Requirements............ooovviniiene

Earmngs Available for Common.......ooovvine i

Louisville Gas and Electric Company
Comparative Statement of Income

March 31, 2068
Current Month
This Year Last Year Inerease or Decrease
Amount Amount Amount Yo
73,808,171.03 68,435,391.50 5,372.779.13 7.85
46,431,444.44 30,548,496.84 15,882,947.60 51.99
120,239,615.47 98,983,888.74 21,255,726.73 21.47
25,624,500.52 23,950,110.30 1,674,390.22 6.99
8,476,340.51 5,984,596.87 2,491,743.64 41.64
32,108,197.28 16,423.903.16 15,684,294.12 95.50
16,271,795.59 16,536,718.86 {264,923.27) (1.00)
10,690,637.10 797605851 2,714,578.59 34.03
16,072,521.68 9,833,622.09 238.899.5¢ 243
451,192.95 595,854.31 {134,661.36) (22.60}
(172,146.83) (163,026.93} (9,119.90} 5.5%
1,110,441.06 (1,081,27742) 2,191,718.48 (202.70)
{169.900.54) (561,551.60} 351,65i.06 (69.74}
{333,729.55) 1,046,568.59 (1,380.298.14) {131.89
46,924.12 289,123.48 {242,199.36) (83.77)
2,154,153.35 2,225,626.62 (7147327 (3.2n
1,300,060.00 2,600,000.00 (1,360,060.00) (50.00}
{336,259.16) (335,553.40}) {705.76} 0.21
{456,209.92) (553,029.14) 96,819.22 (17.511
157,463.21 148,341.13 9,122.08 6.15
107,005,921.37 84,916085.43 22,089,835.94 26.01
13,233.694.10 14,067,803.31 {834,109.21} (5.93)
{24,408.09) (256,864.99) 232,456.90 (90.50}
13,209,286.01 13,810,938.32 (601,652.31) (4.36)
4,463,554.34 2,954,752.53 1,508,801.81 51.06
[20,887.47 119,190.96 1,697.41 .42
200,480.29 163,305.93 37,174.36 2276
4,784,922.10 3,237,248.52 1,547,673.58 47.81
8,424,363.91 10,573,689.80 (2,149,325.89) {20.33)
- 775.889.05 {775,889.05) {160.00)
8.424,363.91 6,797,800.75 (1,373,436.84} (14.02)




Electric Operating REVENRES......coovviirinrronin
Gas Operating REVEMUES ..o cvcerrmmcriirniamsamimamecrr

Total Operating REVERUES......ocvcvvnnriammrire i

Fael for Electric Generntion. ..o vmneaceiiio
Power PUrchased. ..o erevcirianrereesrnrna s cnm e s issasanmasans

Gas Supply Expenses.......

Other Operation EXPETISES..ovue s ccorrmrarsrer s

MIIBECHATICE o vvaerenanerreere
[R5V G SRR ST PP PSS
Amortization EXpense... e

Regulntory Credifs.....o.ooevvviimriciin

Taxes

Federal TCOMIE. coovvv v ae e eere e veisisiiisisbassaraensa s s noe e

State Income....ooe v vovene
Deferred Federzl Incom

R [ U PPN

Deferred State lncome - Nt

Property and ORET ..o e

Investment Tax Creditice s
Amortization of Investment Tax Credit.

Loss (Gam) from Disposition of Allowances..............
ACCTENON EXPEISC. coernmrimnarr s

Total Operating EXpenses ... oooroenienninrn

Net Operating INCOME. oo ecer v ecvimmei o

QOther Income Less Deductions..........

fncome Before Interest Charges..........

{nterest on Long-term Debto..ooooeiiins

Amortization of Debt Expense - Net

Other Interest Expenses...

Total Interest CRATEES....coovirmmevreassermersiasiininans

TEL IR OO, 1 e en et rrascemnee e oreoresmnrsmsrran s rabsaee s s 1

Preferred Dividend Requirements.....ooovnnnenioninns

Earnings Available for Common..........ooooviiinrnnn

Louisville Gas and Electric Company
Comparative Statement of Income

March 31,2008
Year to Date
This Year Last Year Encrease or Decrease
Amount Amount Amount Yo
224,395,942.29 222,392,155.25 2,063,787.04 .90
190,735,820.53 152,506,091.22 38,229,729.33 25.07
415,131,762.84 374,898,246.47 40,233,516.37 10.73
79,474,753.29 76,216,793, 70 1,257,959.59 4.27
23,882,783.37 26,084,742.52 (2,201,959.15) (8.44)
152,509,584.32 114,489,888.68 38,019,695.64 3321
48,454,278.92 46,109,664.67 2,344,614.25 5.08
26,660,102.01 17,885,705.46 §,774,396.55 49.06
30,111,478.36 29,354,595.68 756,878.68 2.58
1,306,066.27 1,574,707.10 (268,640.83) (17.06)
(516,444.87) (473.301.49) (42,943.38) 9.07
9,707,267.40 11,167,503.13 {1,460,235.73) (13.08)
1,467.590.18 2,160,399.64 (692,809.46} {32.07}
{333,729.55 1,046,568.59 {1,380,298.14) (131839
46,924.12 289,123.48 (242,199.36} {83.71
6,295.696.00 5,943,134.06 352,561.94 593
1,360,060.00 2,6G0,060.00 (1,300,600.00) {50.00)
{981,413.16) (594,037.40} 12,624.24 (129
(456,209.92) (553.028.14} 96,819.22 {17.51)
472,389.63 445,847.19 26,542.44 5.95
379.401,116.37 333,348,109.87 46,053,006.50 13.82
35,730,646.47 41,550,136.60 (5,819490.13) {(14.00}
£376,250.34) {1,321,977.05) 045,726.51 {71.54}
15,154,395.93 40,228,159.55 (4,873,763.62) {12.12}
12,803,752.08 8,653,855.08 4.149.897.60 47.95
362,662.31 357.570.18 5092.13 .42
874,931.47 {230,650.64} {,105,622.11 (479.27)
14,041,345.86 8,780,734.62 5,260,611.24 59,91
21,313,050.07 31,447.424.93 (10,134,374.36) (32.23)
- 1,371,782.15 {1,371,782.15) {100.00)
21,313,050.07 30,075,642.78 (8,762,592.71) {29.14}




Electric Operatmg ReVENUES.....ooviiiiiiiiraresin
Gas Operating Revenues..........c.cooiimnn

Total Operating REVEIUES......ovrmereninie i

Fuel for Electric Generation. ... viviiviiasnnem i

Power Purchased...

(Gas Supply Expenses......

Other Operation EXpenses.........c.coooiniiiimms

MOIBENENCE. v v varrrsreerees

DEPreCBION...covmssss s smers s s s rvnns

AMOTIZRUON EXPETISE. ooreverceviarnnis

Repulatory Credits. ..o

Taxes
Federal Income...

State Income...mre e

Deferred Federal
Deferred State In
Property and Oth

Income - Net...oviiieeeennnn
COME = NNEL . coeeeiiiaenercnacrrarrrane

investment Tax Crediti e
Amottization of Investment Tax Credit................
Loss (Gain} from Disposition of Allowances..............

Accretion Expense

Total Operating EXpenses........coooooiiiniioniniaimmn

Net Operatng Icome. e
Other Income Less Deductions. ..o viinininninnn,

Income Before Interest Charges.............o.ceviveeiiins

Interest on Long-term Debt.. oo
Amortization of Debt Expense - Neto...innn,
Other Interest EXPENSES....oviimimanrrascimareias i

Total Interest Charges. ..o,

LT £ Tale 1 T PSPPI

Preferred Dividend Requirememts.........cooooiinimnne

Earnings Available for Common....oovimiianininn

t.ouisville Gas and Electric Company
Comparative Statement of Income

March 31, 2008

Year Ended Current Month
This Year Last Year Increase or Decrenase
Armocuni Amount Amount %
934,459,354.31 952,255,378.63 (17,796,024.32} {137
390,911,458.36 347,880,835.19 41,030,623.17 12.37
1,325,370,812.67 1,300,136,213.82 25,234,598.85 1.94
320,521,520.76 304,713,510.12 15,808,010.64 5.19
80,135,088.96 11£,229,293.42 (31,094,204.46) (27.96)
29161191477 247,743,110.35 43,868,804.42 17.71
175,497,270.44 180,718,749.87 {3.221,479.43%) {2.89)
91,316,389.4C 78,605,052.33 12,711,337.07 i6.17
120,329,943.35 118,267,178.35 2.062,765.00 1.74
5,931,321.40 6,059,589.17 (128,267.77) {212}
(1,983,687.42) (2,277,728.32) 294,040.50 {12.91y
33,164,349.26 30,645,272.72 (17,480,923.46) {34.52)
6,927,69%.07 11,400,505.36 {4.473,206.2%) (39.24)
8,095,572.79 4,854,721.98 3,240,850.81 66.76
1,257,954.10 {1.043,008.48} 2,300,962.58 (22061}
22,249,225.42 22,238,519.69 10,705.73 0.05
71,679,626.00 5,600,000.00 2,07%,626.00 37.14
(3.938,276.70) (3,998,905.41) 60,628.71 {1.52)
(456,273.47) {553,138.60} 96,865.13 (17.55)
1,807,459.80 2.091,070.48 {283,610.68) (13.36)
1,160,147,097.93 i,136,294,193.03 23,852,904.50 2.10
165,223,714.74 163,842,020.79 1,381,693.95 0.84
140,891.94 (2,264,966.65) 2,405,860.59 {106.22)
165,364,608.68 161,577,054.14 1,787,554.54 2.34
48,569,441.39 34,567,457.65 14,001,983.74 40.51
1,441,565.70 1,430,280.45 11,285.25 0.79
5,104,611.23 2,803,314.63 2,301,296.60 §2.09
55,115,618.32 38,801,052.73 16,314,565.59 42.05
110,248,950.36 122,776,001 .41 (12,527,011.05) (10.20)
{430,145.91}) 4,208,305.62 (4,638,451.53) {110.22)
110,679,136.27 118,567,695.79 {7.888,539.52} {6.65)




Balance at Beginning of Perod

Add:

Net Income for Peniod
FIN 48 Adjustment

Deduct:

Adjustment to Retained Earnings

Preferred Dividends

%25 Par Value
3% Seres......ooveenns
Without Par Value
Auction Rate...........
Preferred Dividends Accrued
%25 Par Value
5% SETIES..ciiirrrenes
Without Par Value
Auction Rate...........

Common Dividends

Balance at End of Period

Common Stock Without Par Value

Louisville Gas and Electric Company

Analysis of Retained Earnings
March 31, 2008

Current Month Year to Date Year Ended Current Menth

This Year Last Year This Year Last Year This Year Last Year
702,850,076.36 659,382,571.80 689.961,350.20 639,104,729.77 634,438,554.55 605,612.676.76
8,424.363.91 10,573,689.80 21,313,050.07 31,447.424.93 110,248,950.36 122,776,001 41
- 258,182.00 - 258,182.00 {55,996.00) 258,182.00

- - - - 3,787,254.55 -
- - - 746,782.16 (430,143.91) 1,553,305.62
- - - 624.999.99 - 2,655,000.00

- 567,555.71 - - - -

- 208.333.34 - - - -
40,000,000.00 35,000,000.00 40,000,000.00 35,000,000.00 70,000,000.00 90,000,060.00
671,274,440.27 634,438,554.55 671,274,440.27 634,438,554.55 671,274,440.27 (34,438,554.55




Asseis and Other Debits

Utility Plant
Utility Plant at Orignal Cost....
Less Reserves for Depreciation & Amcmznucm .......
7T TSSO TR EEE R AT

Investments - at Cost

Ohio Valley Efectric Corporation
Nomuility Property-Less Reserve..
Special Funds...
Other. e eeereeees

b LT IO PP PRI PPRPL LT L RTR L LY

Current and Accrued Assels
Special Depasns .................................
Temporary Cash Investments
Accounts Receivable-Less Reserve e
Notes Recevable from Assoc. CompanieSe. oo

Accounts Receivable from Assoc, Companies......-..
Matenals & Supplies-At Average Cost
Fuel...
Plant Mmenals & Opemtmg Sup;}hcs
Stores Expense.... -
Gas Stored Undergmund
Allowance Inventory.
Trepayments....
Miscellangous Cur:cnt & Accmcd Assea ..............

O emeeeaceseserisassrrrsesrmsmpmneet 4 s s g m i a s T T e s BT e

Deferred Debits and Other

Unamortized Debt Expense.

Unamortized Loss on Bonds....

Accumulated Deferred Income TakeS.ecesecrreoees
Defarred Regulptory ASSCIS e srainanrssse
Other Deferred DebilSe s asranremians
TR everreressnremnsemiesscssssasssnsns pa s g namaa st ennan s ra e

Totai Assels end Other Deblts s

Leouisvilie as and Electric Company

This Yeay Lagt Year
4,364,001,781.02 4,155.082,663.30
1,889,111,250.34 1,795,177,233.5%
3,474,890,530.68 2,359,905,420.71

594,286.00 594,286.00

11,879.20 17,337.47

13,491,863.28 2,494,928.12
14,921,226.00 -

2901925448 3,166,551.59

3,065,365.54 6,197,275.5¢
§.543,365.68 12,690,734.17
36,237.89 5,527.08
179,360,457.36 137,988,112.42
5,011,422.99 17.242,521.50
36,535,349.92 42,494,238.93
26,609,496.63 25.202,158.50
4537,670.78 4,456,265.63
23,358,692.02 29,721,586.88
10,786.27 14,277.55
4,760,645.77 4,690,382.17

- 1,411,273.01
284,838,590.87 292,114,353.39

§,812,729.51 8,029,882.84
19,822.962.17 19,367.865.03
51,881,247.57 5491540457

150,457.746.08 164,428,075.41
32,083,332.41 40,191,501.40
265,058,024.74 286,932,729.25
3.053.806,800.77 2,942,059,063.94

Comparative Balance Sheets as of March 31, 2008 and 2607

Liahilities and Other Credits

Capitalization
Cormon Stk [ OOURURFPPP
Common Stock EXPEnst sy ruascareies
Paid-In Capital.....cooovees
Other Comprehensive INEOME. .oowrimmcmariemsee
Re1aITed BATTHAES covsrereresrsseoersmensnacinsssssenssarzasees

Total COMMOn BQUILY....ccirmre e riivianrs
Prefemred SUCK. e wweccresmmmecrisirr s s ssaa e

Pollution Contsol Bonds - Met of Reacquured Bonds
LT Mates Payable (o Associated Companies.....-«---

Tatal Capualizatoa.

Cusrent and Accrued Lisbilities

Long-term Debt Due i 1 Year... RUUIURSPII
ST Mates Payable to Assecinted Comuames
Notes Payable to Asseciated Companies........
Wates Payable... Lo
Accounts Payab]e ........... -
Accounis Payable to Assucmted Cnmpnmeg .............
Customer epasiis.... . .
Taxes Accrued. .. TP

Interest Accrued,

Dividends Decinred........
ST Obligations Under Captal Lcnscs ...............

Miscellaneous Current & Accrued Liabilities..rveree

Deferred Credits and Other

LT Obligations Under Capital Leases. ocoooeeene

Accumuiated Deferred Income Tages.......
Investment Tax Credit
Regulatary Lizbilities

Cugstomer Advances for CONSIUCUONwosemieeer

Asset Retirement Obligations
Ozher Deferred Credits. oo .
Miscellaneous Long-term Liabilities .
Accumn Provision for Postretirement Benefits

RO TS VOPI SRNIE RN PRI ELEL LR

Tous Lisbilities and Ofher Credils s

This Year Last Year
423,170,424.09 425,176,424.09
(835,888.64} (835,888.64)
60,000,000.00 40,600,680.00
(16,729,414.63) {8,940,830.80)
671,274,440.27 634,418,554.55
1,138,879.561.09 1,089,832,260.00
- 70,424,594.05
534,304.060.00 574,304,000.00
410,000,600.00 225.300,400.00

2,083.183,361.09

1,959.560,854.05

108.086,200.00
106,635,795.49
16,177,711.89
19,911,316.35
11,035,882.29
1145737958
341,988.62
12,032,188.65

70,000,000.00
24,117.600.60

94,525,196.06
63,066,430.73
18,785,941.04
32,089,124.28

5027.343.92
36,371,780.74

12,047,841.34

279,678,464.04 305,030,660.11
398,795,538.88 390.473,578.71
46,417,5349.04 42,676,199.74
54,426.533.81 54.933,101.05
10,730,003.85 21,363,714.40
30,047,914.20 28,831,515.37
20,943,851.27 36,317,943.03
34,210.504.38 6,752.534.37
95,372,480.2% 96,098,563.11
690,944,775.64 677,467,549.78
3.053,806,800.77 1.942,059,063.94




Common Equity

Common Stock - Without Par.....mec s
Common S1OCK EXPENSE. oo rmriseiranseriessrrinr st
Paid-In Capitak......ooovieioiiri i

Other Comprehensive INCOME. .. ..vvuueearersrrrririencnninrse e
RetANEd FaTTINES. ..o eoeeeeserssrrrsessissssesamss s onis se s ssonssmmississaa e

Total COMMOn EQUItYu. e rrsessenionsiiennres s s s an e

Long-term Debt
Pollution Cantrol Bonds
Jefferson County 2000 Series A 05/01/00 Due

05/01/27 Vart....

Trimble County 2000 Series A 08/01/00 Due 08/01/30 Var%......

Jefferson County 2001 Sertes A 09/11/01 Due 09/01/27 Var%....

Jeffersan County 2001 Series A 03/06/01 Due

09/01/26 Var%....

Trimble County 2001 Series A 03/06/01 Due 09/01/26 Var%.......

Iefferson County 2001 Series B 03/22/01 Due

11701727 Varfa.....
Trimble County 2001 Series B 03/22/01 Due 11/01/27 Var%

Trimble County 2002 Series A 10/23/02 Due 10/01/32 Var%.......

Lowsville Metro 2003 Series A 11/20/03 Due 10/01/33 Var%
Louisville Metro 2005 Series A 04/13/05 Due 02/01/35 Var¥......

Louisvilic Metro 2007 Series A 04/26/07 Due 06/01/33 Var%......
Lowsville Metro 2007 Series B 04/26/07 Due 06/01/33 Var%......
Trimble County 2007 Sertes A 04/26/07 Due 06/01/33 Var%......

Less Reacquired Bonds

Louisville Metro 2005 Series A 04/13/05 Due 02/01/35.cveenes

Pollution Control Bonds - Net of Reacquired Bonds

Long-term Notes Payable to Associated Comp

Total Capitalization.... . -
Short-termn Motes Payable to Assomated Compames

Total Capitalization and Short-term Debt i

i1 53 {1 S

March 31, 2008

Authonized
Shares

Louisville Gas and Electric Company
Statement of Capitalization and Short-term Debt

Issued & OQutstanding

Shares

Amount

Percent of Total
Capital &
ST Debt Capital

75,000,000

21,294,223

425,170,424.0%

(835,888.64)

$0,000,000.00

(16,729,414.63)

671,274.440.27

1,138,879,561.09

25,000,000.00
£3,335,000.00
10,104,000.00
22,500,000.00
27,500.,000.00
35.000,600.00
35,000,000.00
41,665,000.60
128,000,000.00
40,000,000.00
31.000,000.00
35,200,000.00
60,000,000.00

574,304,000.00

(40,000,000.00)

51.9%8 54.67

26.21 27.57

(1.83) (1.92)

534,304,000.00

410,000,000.00

24.38 25.65

18.71 19.68

2,083,183,561.09
108,086,200.00

95.07 100.00
4.93

2,191,269,761.09

100.00




Account - Subsidiary Account

Ultility Plant
At Qriginat Cost

Reserves for Depreciation zmd Amm’hzatmn ‘

Electric

Gas. -

Common
Amorlization of PEnn:
Electric

Gas ...

Common

Investments - at Cost. . ..
Nenutility Property
Nonutility Property Reserve
Ohio Valiey Electric Corporation
Special Funds
Prepaid Pension

Cash .. ..

Special Deposits ... ..
Margin Account
MAN Margin Call .

Temporary Cash Investments ..
Other

Accounts Receivable - Less Reserve
Working Funds
Customers - Active .
Wholesale Sales .
Transmission Sales .
Unbilled Revenues...
Employee Computer Loans
Damage Clims ..
RAR Segtlements. . ..
IMEA
IMPA .
Reserves for Uncolectible Accounts
Uility Customers
Reserve. ..
Acerual
Charged Off . .
Recoveries. .
AR Miscellaneous
LEM Reserve. L
Interest and Dividends Racewuble -
Rents Receivable ..

Accounts Receivable from Associated Companies. ...

E ON US Services/Kentucky Utilities Company. ..

Fuel ..

Coal 917, 697 95 Tﬂns@537 16 MMB!u 20 794 215 42 @ 164 Di¢

Fuel Oil 180,667 Gallons @ 218 21¢£..
Gus Pipeline 201,098 Mcf @ 31013 .

Louisville Gas and Eleciric Company
Trial Balance
March 31, 2008

Balance
Subsidiary Account

Balance as Shown on
Balance Sheets

4,364,001,781 02

(1,596,287,092 78)
(209,798,049 91)
(64,166,411 66)

(100 00y
(800 00}
(18,858,795 99)

75,239 56
(63,360 36)
594,286 00

13.491,863 28

14,921,226 00

3,0665,365.54

1,543,666 .79
198 89

16,237 89

21,280.00
101,914,121.97
8,844,204 06
217,869 21
46,882,060 00
98,445 79
658,881.32
1,038,234 00
2,611,506 08
2,717,887 72
15,849,359 50

{920,496 00)
(394,483 40)
1,095,544.12
(701,060 72)
(1,093,042 00)
(10,75 05)
91,565 10
438,815 66

5,011,422 99

34,103,585.40
394,233 80
2,037,530 72

4,364,001,781 02
(1,889,111,250 34

29,019,254 43

3,065,365 54
1,543,865 68

36,237 89

179,360,457 36

5,011,422 99

36,535,349.92



Louisvitie Gas and Electric Company
Trial Balance
March 31, 2008

Account - Subsidiary Account

Plant Materials and Operating Supplies
Regular Materials and Supplies .
Limestone 33,497 91 Tons @ $7 11

Stores Expense .
Stores Expense Undlsmbuted

Gas Stored Underground - Current :
Gas St Underground* 3,231,186 Mef (14 73 psm} @ §723

Allowance Inventory

Prepayments
Insurapce
Taxes .
Franchises
Rights of Way
Risk Management and Workers Compensnimn .
Vehicle License
Other

Unamortized Debt Expense ..
Jefferson Ceunty 2000 Series A DS/OUDD Due OS!D /'27 Var¥%
Trimble County 2000 Series A 08/01/00 Due 08/01/30 Var%

Jefferson County 2001 Series A 09/11/01 Due 09/01/27 Var¥ . .

Jefferson County 2001 Series A 03/06/01 Due 09/01/26 Var¥% ..
Trimble County 2001 Series A 03/06/01 Due 09/01/26 Var%. ..

Jefferson County 2001 Series B 03/22/0]1 Due 11/01/27 Var% ..

{rimble County 2001 Series B 03/22/01 Due 11/01/27 Var%
Trimble County 2002 Series A 10/23/02 Due 10/01/32 Var®
Lonisville Metro 2003 Series A 11/20/03 Dae 10/01/33 Var%

Louisvilie Metro 2007 Series A 04/26/07 Due 06/01/33 Var%s ... .

Louisville Metro 2007 Series B 04/26/07 Due 06/01/33 Var% .
Trimble County 2007 Series A 04/26/07 Due 06/01/33 Var¥%. ..

Unamortized Loss on Bonds
Refinanced and Called Bonds .

Accumulated Deferred Income Taxes
Federal
Flectric
Gas .
State
Electric
Gas .
Commen

Deferred Regulatory Assets.. .. .
Asset Retirement Obligations
Electric.
Gas .
Common .
Pension and Postrenrcmem Benr:ﬁ:s
ECR Ash Hauling
MISO Exit Fee

Other Deferred Debits
* Excludes: g

Non-recoverable Base Gas 9,648,855 00
Recoverable Base Gas 2,132.990.00 2,930.600
11,788,845 00 10,810,000

Total Assels and Other Debiis.

Balance

Subsidiary Account

Balance as Shown on
Balance Sheels

26,371,246 72
238,249.93

4,537.670.78

23,358,692 02
10,786 27

2,491,702 30
484,846.93
286,010 40
280,000 03

40,0006 00
46,839 34
1,090,226 77

456,034 49
854,860 99
385,209.00
181,813 36
197,764 23
214,371.02
214,404 67
902,468 48
2,995,732 97
625,85544
588,673 20
1,195,541 66

19,822,969 17

37,650,256 33
7,663,309 22

7,333,831 71
1,233,850 31
{00

19,362,37932
5,310,748 76
23,516 93
109,420,059 00
3,954,279.77
12,386,562 30

32,083,332 41

26,609,496 65

4,537,670 78

23,358,692 02

10,786.27
4,769,645 77

8,812,729 51

19,822,969 17

33,881,247 57

150,457,746 08

32,083,332.41

3,053,806,800.77

3,053,806,800.77




Lounisville Gas and Electric Company
Trial Balance
March 31, 2008

Account - Subsidiary Account

Common Equity.

Balance Balance as Shown on
Subsidiary Account Balance Sheets

1,138,879,561 09

Common Stock . 425,170,424 09
Retained Earnings.. 671,274,440 27
Common Stock Expense .. . . {835,888 64)
Paid-In Capital . ... . . . 60,000,000.00
Other Comprehensive Income . (16,729,414 63}
Bonds. . . 534,304,000 .00
Poilutlon Contm] Bonds Net of Reacqmred Bonds 534,304,000.00
Long-term Notes Payable to Associated Companies. ... ... ... 410,000,000.00 410,000,000 00
Short-term Notes Payable to Associated Companies. . 108,086,200 .00
Money Pool Payable .. ... .. 108,086,200 00
Accounts Payable.. .. ... .. 106,635,795 49
Regular .. 103,215,02075
Salaries and Wages Accrued 2,083,981 17
Tax Collections - Payable .. ... ... 1,336,793.57

Accounts Payable to Associated Companies ...

E ON US Services/Kentucky Utilities Company. ........ ..

10,177,711.89
10,177,711 89

Customers' Deposits. ... 19,911,316 55 19,911,316 55
Faxes ACCTUEH. . . oot e e e e 11,035,882.29 11,035,882.29
Interest Accrued. . e 11,457,379.55

Jefferson County 2000 SE!’]ES A 05."01/00 Due 05/01/27 Var% e 27,343.75

Trimble County 2000 Series A 08/01/00 Due 08/01/30 Var%. ... ......... ... .. 228,254 38

Jefferson County 2001 Series A 09/11/01 Due 09/01/27 Var% ... .. ... . 4913 63

Jefferson County 2001 Series A 03/06/01 Due 09/01/26 Var%. . ........ . 233,695 67

Trimble County 2001 Series A 03/06/01 Due 05/01/26 Var%. ... .. .. 285,628 01

Jefferson County 2001 Series B 03/22/01 Due 11/0127 Var%. ... ... ... ... 365,784 46

Trimble County 2001 Series B 03/22/01 Due 11/01/27 Var%... . ... .. . 365,784 .77

Trimble County 2002 Series A 10/23/02 Due 100132 Var%. ... .. ... . 129,431 28

Louisville Metro 2003 Series A 11/20/03 Due 10/01/33 Var% ... ... . ... 77,290 .66

Louisville Metro 2005 Series A 04/13/05 Due 02/01/35 Var%. . ... ... 19,759.60

Louisville Metro 2007 Series A 04/26/07 Due 06/01/33 Vard% . ... ... . 24,455 60

Louisville Metro 2007 Series B 04/26/07 Due 06/01/33 Var% ... ... . 27,768 92

Trimble County 2007 Series A 04/26/07 Due 06/01/33 Var%. . ... ... .. ... 919,999 98

Interest Rate Swaps ... 333,540 54

Fidelia... .. ... ... . 7,584,225 49

Customers' Depﬂsus 829,502 21
Short-term Obligations under Cap:tai Leases. 341,988.62 341,988 62
Miscellaneous Current and Accrued Liabilities. .. 12,032,180 65

Customer QVerpayments. . .. ..o oo e 3,224,489 85

UK Emission Research Grant, . .. 250,000.00

Vacation Pay Accrued.. P 5,260,881 59

Derivative Liabilities - Non Hedgmg {0.03)

Postretirement Benefits - Current. .. . ... 3,061,339 00

235,479.24



Account - Subsidiary Account

Customers' Advances for Construction. .. .. ..

Line Extensions
Electric. .

Custorner Advances - Arena. .. ... ... ...

Asset Retirement Obligations

Electric. ..
Gas
Commaon

Other Deferred Credits.

Regulatory Liabilities -
Asset Retirement Obhgahons

Electric. .. .
Gas. .. L
Deferred Taxes
Federal
Electric. .. ...
Gas
State
Electric ..
Gas. .

MISO Schedule IG Charges

Investment Tax Credit.. ..

Job Development Credit
Electric..
Gas..........

Advanced Coal Credit. . ... ..

Accumuiated Deferred Income Taxes. .

Federal

Louisville Gas and Electric Company

Trial Balance
Mareh 33, 2008

Gas... ...

COMINOMN. . 0 e e e

State
Electric..... ... ..

Miscellaneous Long-term Liabilities. . .. ... ... ...

Waorkers' Compensation...
Uncertain Tax Positions. .

Long-term Derivative L:ab:lmes SFAS 133

Accumulated Provision for Benefits. . . o

Pension Payable . .

Postretirement Beneﬁts SFAS 106 e e e
Post Employment Benefits Payable. ... ... oo
Post Employment Medicare Subsidy. . ... ..o

Total Liabilities and Other Credits. . o . oo i ot e e
10

Balance
Subsidiary Account

Balance as Shown on
Balance Sheets-

807,830.41
8,378,506 65
1,543,666 .79

22,137,261 26
7,884,574.71
26,078 23

20,943,851 27

231,830.24
123,974 82

25,792,713 75
1,770,696 50

18,484,585 00
2,731,31550
3,201,418.00

32,030,430.14
1,107,492 90
13,279,626.00

289,631,425.29
51,350,987 50
(1.00)

49,474,892 34
8,338,234 67

3,581,407.38
29,044 00
28,600,453.00

13,347,081.00
78,474,689.20
3,762,588.00
(211,878 .00)

10,730,003 85

30,047,914 20

20,943,851 27
54,426,533 81

46,417,549 04

398,795,538 80

34,210,904 .38

95,372,480 29

3,053,806,800.77

3,053,806,800.77




Louisville Gas and Electric Company
Statement of Cash Flows
Mareh 31, 2008

Year to Date

2008 2007
Cash Flows from Operating Activities
Net income . s e 21,313,050.07 31,447,424.93
Items not requiring (prowdmg) cash currently
DEPIECIAtON ... ..o oot iiret bia o 30,111,478.36 29,354,599.68
Amortization. .. ... ... ... 1,300,060.27 1,574,707.10
Deferred inCome faXe5 ~ TEL . oo cv i e cemitee e aas s massaa s s e (1,042,126.43} 2,959,680.07
Investment {ax credit ~ BeE.... v s 318,586.84 1,605,962.60
CHBEE. oo o e et et vt a1 et e e eSSt {4,313,653.67) {1,012,057.70)
Change B TECBIVADIES .. ..ov v i 1m0 s e 4,206,748.90 29,330,867.62
Change in inveRtory.... v oo 67,004,841 36 48,521,608.95
Change in allowancs IVEIHOTY. ... .o iamcararecn s i ene 673.20 1,125.45
Change in payables and accrued eXPenses... ..o o oo 3,251,963.14 (42,903,791.02)
Change in other 1egulatory 855EIS . .o .iovmiosvrmios e o e 564,303.20 (808,371.87)
Change in other regulatory Habilities.. ... o i (689,003.81) (437,469.81)
Change in other deferred debits.. .. 2,711,301 44 {3,669,726.61)
Change in other deferred credis.. ..o o (19,918,402.14) (14,960,092.26)
Other... e s st e 557,691.71 4,162,493.75
Net cash prov:ded (used) by operating activities.. 105,443,524 44 85,166,960 88
Cash Fiows from Investing Activities
Gross additions to utility plant - construction expenditures......ocoooori (60,529,052.28) (32,323,996.12)
Gross additions to common utility plant - construction expenditures..... .....ocovs {7,018,001.306) (1,895,893.72)
Change in long-term investments ............ 385,022.62 345,371 .69
Change in 1estricted Cash......coi i e s 3,606,272.20 (7.084,386.26)
Net cash provided (used) by investing activities. ..o oernrmeiunarn e (63,555,758.82) (40,959,504.41)
Cash Flows from Financing Activities
Net increase in ShOTHErTn deb . . oo aneaninnss e s e s asns 29,845,000.00 -
Payments for reacquisition of long-term debt... ... e {40,000,000.00) -
Net increase in derivative liabilities . 7,107,517.00 -
Net decrease in short-ierm debt... I - (43,707,000.00)
Net decrease in short-term capllai lease obhgat:cms s (63,449.07) -
Net decrease in long-term capital lease oblgations. ... v o (23,649.00) -
Dividends on preferred SIOCK . .o v s eons oot ss s s e - (906,341 .10)
Dividends on common S10CK. .o inrencarneas {40,000,000.00) -
Net cash provided (used) by financing activities. ... oo v {43,134,581.07) (44,613,341.10)
Net Increase (Decrease)} in Cash and Cash Equivalents. ..o {1,246,815.45) (405,884.63)
Cash and Cash Equivalents at Beginning of Peried. ..o voviiiniinns i 4,348,4]18.88 6,608,687.22
Cash and Cash Equivalents at End of Period.. .. ... oo 3,101,603.43 6,202,802.59
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1 auisviile Gas and Electric Company
Analysis of Interest Charges

March 31, 2008
Current Month Year to Date Year Ended Current Month
This Year Last Year This Year Last Year This Year Last Year
interest on Long-term Debt
Loan Agreement - Pollution Control Bonds
1992 Series A Varahle. . i nrreanennss - 97,025.75 - 281,933.16 68,549.25 1,128,125.77
1992 Series A Variable TCovn e - 185,852.06 - 538,882.20 131,260.51 2,148,1390.70
1993 Series A Variable Rate... - 109,052.50 . 316,163.51 76,721.59 1,271,790.47
1995 Senes A {5.98%)... - - - N - -
Jefferson County 2000 Sencs A due May i 2027.,.. 185,329.85 15,590.28 375,607.62 226,423.62 1,087,065.54 902,395.88
Trimble County 2000 Senes A due Aug. |, 2030..... 264,384.92 259,102.41 #63,267.27 749,158.51 3,491,356.26 3,093,237.39
Jefferson County 200} Series A due Sep, 1, 2027.... 29,202.31 31,266.27 97,147.15 91,399.t1 407.558.92 369,113.14
Jefferson County 2001 Series A due Sep. 1. 2026.... 61,394.62 69,558.90 180,222.92 $199,837.00 §03,371.03 807,867.13
Trimble County 2001 Series A due Sep. |, 2026..... 75,037.87 85,016.45 220,272.45 244,245.21 981,807.87 9R7,393.16
Jefferson County 2001 Sertes B due Nov. [, 2027... 96,095.92 108,931.51 282,088.04 312,602.75 1,254,343.42 1,269,052.66
Trimble County 2001 Senies B due Nov. 1, 2027..... 96,095.92 108,931.51 282,088.04 312.602.75 {,251,754.68 1,269,052.05
Trimble County 2002 Senies A due Oct. 1, 2032..... 149,922.29 129,104.42 465,555.18 371,988.54 1,712.959.65 1,492,645.73
Louisville Metro 2003 Series A due Oct. [, 2033..... 496,357.33 391,288.50 1,380,028.45 1,157,333.36 4,992,881.79 4,574,453.36
Louisville Metro 2005 Series A due Feb. §, 2035..., 203,88L.79 120,544.44 515,270.69 34941110 1,624,698.48 1 401,883.28
Louisvilie Metro 2007 Senes A due Jun. |, 2033..... 193,595.01 - 475,651.93 - 1,264,965.36 .
Louisville Metro 2007 Senes B due Jun. 1,2033..... 227,323.57 - 530,341.79 - 1,430,845.81 -
Trimble County 2007 Series A due Jun. §, 2033 210,000.00 - 682,333.13 - 2,568,333.37 -
Interest RAtE SWaps.....oocoerrirrerecrsnssianrmrrmnen 333,540.95 121,473.25 975,115.23 420,277.00 2,147,559.53 i,664,226.60
g s S UR PP PPP PP PP EEED §,557.00 - 16,437.00 - 3.452,692.41 -
o L T OUU USRS P PP LS 1,820,774.99 931,875.01 35,462,324.97 2,735,625.02 19,820,425.50 10,942,500.12
£5.875 Mandatory Redeemable Preferred Stock......... - 150,138.87 - 345,972.23 0.02 1,245,581.61
1 RO PRPPPIPPPP PR ST 4,463,554.34 2,954,752.53 12,803,752.08 ,653,855.08 48,569,441.39 34,5G7,457.65
Amortization of Debt Expense - Net
Amortization of Debt EXDENSe. e errreesssivsse 38,134.08 34,054.02 99,506.24 162,162.00 398,411.80 408,648.24
Amortization of Loss on Rcacqmred Deb; ............... 89,753.39 85,136.04 263,156.07 255,408.12 i,043,153.90 1,021,632.21
v U PP PPPP PP PP 120,887.47 119,190.06 362,662.31 357,570.18 1,441,565.70 1,430,280.45
Qther Iaterest Charges
Customers' Deposiis. .o 87.426.40 78,415.30 256,203.43 331,716.55 993,527.76 916,498.55
Federal Income Tax Defcmnmes “ - - (1,058,734.00) {0.31) 183,125.99
Other Tax Deficiencies... 1,111.00 1,791.71 1,111.00 1,791 (500.41) [P 2 D
Gas Refunds... - 475,76 - 1,427.28 1,020.36 3,806.08
Ingerest on cht [} Assucmzed Campames ........... [1],942.89 74,681.05 617.617.04 585,165.71 4,109,924.38 1,490,150.19
Giher Interest EXpense. ..o, - 7942.1% - 7,842.11 639.45 7.942.11
TOU o ervaresnsensrercariosseesrocesrasarans sssssssanennsarnansss 200,480.28 163,305.93 £74,931.47 {230,600.64} 5,104,641.23 2.803,314.63
018} HIETES L. e vecrarireerecssriarsnnna s as e am b ansasaras 4,784,922.10 3,237,248.52 14,041,345.86 %,730,734.62 5511561832 38.804,052.73
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Louisville Gas and Electric Company
Analysis of Taxes Charged

March 31, 2008

Current Month

Year to Date

Kind of Taxes This Year last Year This Year Last Year
Taxes Charged to Accounts 408.1 and 409.1
Property TaKXES. oottt ee s 1,352,184.77 £,500,537.60 4,056,554.31 3,862,085.00
Unemployment.. ... e ecnsass e sessons 13,748.89 28,896.17 30,061.50 61,849.84
8 (0 5315,676.64 537.487.50 1,627,069.45 1,543,081.37
Public Service Commission Fee.....ovveeeeeccicereeieeee, [61,615.66 158,705.95 484,846.98 476,117.85
Federal INCOME ..o ivviviiri s csiececine e e e e nsn s 1,110,441.06 {1.081,277.42) 9,707,267.40 11,167,503.13
SHALE INCOME. i (169,900.54) (561,551.60) 1,467,590.18 2.160,399.64
MISCEllanEOUS. e erreecesrcrrriresrs e eesrnssas st eesnssvnerans 90,927.39 - 97,163.76 -
Total Charged to Operating Expense........... 3.094,693.87 582,797.60 17.470,553.58 19,271,036.83
Taxes Charged to Other Accounts.........cooounenns 6.022,605.98 (1,255,639.44) 6.684,971.11 (661,051.14)
Taxes Accrued on Intercompany Accounts......... {172,275.41) (218,616.54) (538,913.90) {621,704.85)
Total Taxes Charged.....cocoveereecerceccreeenennn. 8,945,024 .44 (891,458.38) 23,616,610.79 17.988,280.84
Analysis of Taxes Accrued - Account 236
Taxes Accrued Accruals Payments Taxes Accrued
At Beginning To Date To Date At End
Kind of Taxes Of Year This Year This Year Of Month
Property TaKES..ovvvrveiercerressnrrersersrsnesersesrssenseerrereas 9,962,060.51 4,116,249.00 9,545,200.03 4,533,109.48
State Unemployment........covrrviviminrernrnsnenre 21,016.80 12.662.73 1,055.42 32,624.11
Federal Unemployment. ... 32,531.25 1,539.53 809.45 33,261.33
FICA . ettt caenaeraasaese s e nssasanrea s 618,958.69 {,448,986.65 1.861,568.78 206,376.56
Federal INCOmME...no et (6.107,469.91) 14,773,390.20 3,436,420.91 5,229,499.38
SEAE INCOME....eeeeeeeeeeeeee et et eee (832,671.91) 2,012,696.35 832,671.91 347,352.53
Kentucky Sales and Use Tax.....oovovvvveevevninnnens 527,167.51 1,197.546.57 [.071,055.18 653,658.90
MISCEHATIEOUS. .vvvevereirerceracnerescernree e rsaeesessvassnerens {0.00) 53,539.76 53,539.76 (0.00)
T OIS et ee e 4,221,592.94 23.616,610.79 16,802,321.44 11,035,882.29
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Utility Plant in Service

Electric
Intangible......oooviiii
Steam Production.....coov vt

B8 t=F it 01 (110 1 DO
Distribution. ..o v i
L€ T ¢ TR

Total Blectric. oo e as

Gas
Intangible. ...
Natura Gas Storage Plant Underground.........
T rANSITHSS IOt vt it irereriarrereaanransneernenss
Distribulion. ... e

General..ooi e
Gas Stored Underground Non-Current...........

Total Gas.. ..o a st v raa e
Common

Intangible. .. ..o
General... o

Total Common..covvviviera e ecceaaeeeas
Total Plant in Service.......ovviiiiiciiviinninees

Construction Work In Progress

Louisville Gas and Electric Company
Summary of Utility Plant - Utility Plant in Service

March 31, 2008
Net Balance Transfers/

First of Year Additions Retirements Adjustments Net Additions Balance to Date
2.340.29 - - - 2,340.29
1,957,341,584.73 18,211,654.10 {1.235,775.98) 16,975,878.12 1,974,317.462.85
29,738 481.51 - - - 29.718.481.51
225,593,229.05 2.943.40 - 2,943.40 225,596,172.45
254,545,457.73 606,585.18 (60,974.36) 545.610.82 255,091,068.55
762,409,249.99 12.923,287.93 {37.892.50) 12,885,395.43 775,294,645.42
16,648,246.38 6,380.50 - 6,380.50 16,654,626.88
3,246,278,589.68 31,750,851, 11 (1,334,642.84) 30,416,208.27 3,276,694,797.95
},187.49 - - - 1,187.49
62,254,077.12 57.966.45 {462.83) 57,503.62 62.311,580.74
12,901,908.09 - - - 12,901,908.09
464,243,423.53 8,152.674.45 (2,043.71 £,150,630.68 472,394,054.21
9.033,095.77 5.377.09 - 5,377.09 9.038,472.86
2,139,990.00 - - - 2,139,990.00
550,573,682.00 8.216.017.99 {2,506.60) 2213,511.39 558,787,193.39
28,321,223.19 598,072.43 - 598,072.43 28.919,295.62
149,510,912.37 856,380.86 - 856,380.86 150,367,293.23
177,832,135.56 1,454,453.29 - {,454,453.29 179,286,588.85
3.974,684,407.24 41,421,322.39 {1,337,149.44) 40,084,172.95 4,014,768,580.19
253,332,706.20 {,387,572.78 - {,387,572.78 254,720,278.98
62,549,383.39 (2,159,703.96) - (2,159,703.96) 60,389,679.43
28,559,694 .35 5,563,548.07 - 5,563,548.07 34,123,242.42
344,441,783.94 4,791,416.8% - 4,791,416.89 349,233,200.83
4,319,126,191.18 46,212,739.28 {1,337.149.44) 44,875,589.84 4,364,001,781.02
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Beserve for Depreciatien of Litdity
Life Reserves
Eletthe. oo
Electric ~ ARQ Steam.
Electrie - ARC Hydro....
Sleetne - ARG Other Producton.
Eiectrie - ARG Transmussion. ...
Eiectnt - ARQ Disttbation, .

Gas - ARD Underground Stomage. ...
Gas - ARO Distribution. .
Commen - ARD..

Totai Life Reserves for Depreciation of
Lhlity Plant in Service.....

Safvage Reserves
Steam Produttion .
Hvdra Productzon
Other Production.
Transmussion......
Distribution.. ...
Distribution General.
Gas Stored Underground. ..
Gas Transmussion. ...
Ciag Distributior..
Gag General.. .
COMMON. ..o

Total Splvage Reserves for Depreciauon of

Uiy Plsst e Service. .o

Total Reserves
Elettre..
Gas.....-
CORENON ..o cecss e e

Tota} Reserve for Depreciation of

Utitisy Plast in Serviee ...

Retiremant Work in Progress
162001
Elecinie..

Total $080GE RWIP.

108901
Elecinc..

Touwd 108901 RWIF,
Touwd RWIP......

YeartoDate........

Amariaation

Gas.....
Common...

Total Reserve for Amartization of
ility Plant m Service. ...

Total Reserve for Depreciation and
Amonization - Usility Flant m Service. ...

Thifity Plant #t Origmat Cost Less
feserve for Depreciatson and Amorizatior.. ..

Louisville Gus ana riectric Company
Sammary of Utility Plant - Reserve for Bepreciation of Utllity Plant

March 31, 2008
Net Balance Transfer/ RWIP Cost of Giher
First of Year Accruais Retrements Adjustmest Transfers Qut Removal Salvage Credits Balance 10 Date
{1,378,260,621.25} {21,283,272.37) £,334,642.84 {1,398,208,650.78)
2,207,505.66) (40,571.05) . {2,238,576.71)
{16,818.08) (123.656) {16,941.74)
{114,837.68}) {B44.38} . {115,681 461
{2,336.54) {44.29) - (2,381.23}
(1236750 (91461 - (12.458.99}
(155,853,439 88} {2,830,464.10) 2,506.60 (158.68£,197.41)
{401,§23.53) {2.241.611 . {403,365 4
{19,162 74} (36G.213 (19,1929
{1.165.28} {8.58) {1,173.88)
(6Z,470,548.01} {1,590,189.36) {64,060.737.37)
(1,599,359,725.95) {25,747,981.16) 1,337,149.44 {1.623,770,557.61)
{52,156,645.28} {1.455,551.9%} . . . 357.035.96 (103,285,060} {53.358.446 21}
356,096 84 : - . 356,090.84
{2,050,915.8%) - . . . . {2.090,519.89)
(16,955,752.03% {280,304.92) . . - 31820055 {16,624,656.80)
(136,112,165.74) (1,546,518.85) . . - 139,580.69 {137,319,16790)
112,862.90 566382 11852672
47,228 .50 {55,657.50 {§,429.05)
{2,748,634.29} (25.995.56) . . . . (2.774,630.85)
(51,376,946.18) {1,155,860.38) . . - 984,538 44 {462 36} {51,548, 730 45
190,825.93 10,822 61 - - 201,648.5%
(186,487.96) {16,558.5%) {203,446.55)
(260,925,547.20} {4.520,162.41) - . - $,792.155.24 {103,747.36) (261,752, 161.73)
{1,587,460,819,74} {24,601,559.15) 1,334,641 84 - . §07,816.80 {103,285.00) {1.619,G23,204 25}
{210,161,253,16} {4,059,427.83) 2,506.50 - . 9B4,538.44 {462.38) {213,234,067.31}
{62,658,201.25} {1,607,136.53} . {64,265 357 78}
{1,860,280,273 15} {30,268,143.51} 1,337,149.54 - . £,792.25524 {103,747.36) {I.B87,522.659 34}
§,447,528.21 - {14,356.97) {21,555.45 {17,793.50) 1,333,828.2%
108,221 49 (3, 1B2.88) - . 107,031.61
{174.35) . 175.35 -
§,535,574.33 - {75,540.85) (21,555.45 {17,618.15) 1,440,855 .90
12,353,182.04 . . . (685.992.95) 989,002.87 {67,658.56) {186,940.23) 12,462,283.18
3,887,167.55 - . (927,074.08} 168,722.32 . . 1,375015.79
190,065.66 . (65,047.19) {25,897.00) {175.35) 98,946.12
16,430,615.35 £1,613,067.03} 1,192, 76B.60 {92,655 56} {187,115.5T) 15,830,255.09
17,986,159.60 £1,688,607 88} 1,371,2§2.55 {92.955.56) {304,73372} 17,271,104.99
£5,842,294,083 55) {390,268,141.51) 1,337,145.44 - {1,688,607 85} 3,063,567.79 (§96,702.92) {204,733.72} (1.870,251,554.35}
(100.06) {100.60)
{30000} . {800.60)
(17,552,728.72) {1,366,666.27) (§8,858,795.99)
{11,553,629.72} {1,306,066.27} (18,859,695.9%)
(1,859,847, 113.21 {31,574,200.74) 1,337%,149.44 . {1,688,607.88) 3,6583,567.7% (196,702.92) (204,733.72) {1,889,111,250.34)

2,459,278.477.81
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Electric Operating ReVENUES.......oooiviriiie i
(a5 Operating REVENUES....cooreeereriarssoe s

Total Operating REVERUES. .......o oot

Fuel for Blectnc Generation
Power Purchased...nne
(325 SUPPlY EXPENSES..o..orrrsssasererarazmnss cineresssars s
Other Operation EXpenses.. e eienr i
MABNENCE . v erereresrerreraers
DEPTeciation. ..ovemsersrrneas
Amortization Expense...
Regulatory Credits....o.ooooeeovenrenar s
Taxes
Federal INCOMIC..vuueens e tresrenmrremeessessstssassss e s venane
SIS IO e eveiaeeeamsresmrecsseisrisaes s s a e r s e saaens
Deferred Federal Income - Net.. i
Deferred State Income - Net....
Federal Income - Estimated..
State Income - Estimated.....
Property and Other.......cinie:
fnvestment Tax Credite...mrrcnnns
Amenization of Investment Tax Credit,
Gamn from Disposition of Allowances............ooooiies
ACCTEBOT EXPERSC...iiiii e craaamims e

Total Operating EXPEREES..cccorviriimmssmmsmsiriiimss

Net Operating IRCOME. oo r e
Other Income Less Peductions.......oooviinnn

Income Before Interest Carges.....ooemvvecvviiviies
Interest on Long Term Debto oo
Amortization of Debt Expense - Netoo.oooie
Other INterest EXPenses. o imserrer s

Total Interest CRAIEES....coomrimiirervemcasssinnnrass

NEL IRCOMIE. . coeevvvivrr e crcmreismmeneeseemssa e coms 20

Preferred Dividend Regurements.....oovenieniniinion

Earnings Available for Common. .

Louisville Gas and Electric Company
Comparative Statement of Income
Fehruary 29, 2008

Current Month
This Year Last Year Increase ur Decrense
Amount Amount Amount %
70,497,462.18 73,860,338.40 (3,382.876.22) (4.58)
62.,650,756.67 60,196,028.85 249472782 4.14
133,188,218.83 134,076,367.25 (888,148.40) (0.66)
2503623231 25.450,891.78 (414,659.47) (1.63)
5,672,073.29 §.405,107.08 (2,733,033.19 {32.52%
54,044,417.19 49,356,114.96 4,688,362.23 9.50
16,243,346.12 15.607.845.78 635,500.34 4.07
9.932.9835.79 3,397,414.55 4,535,571.24 84.03
9,930,845.79 9.813.815.76 117,030.03 .19
417,772.09 489,196.01 (71,423.52) {14.60}
(172,149.01) (163,348.89) (8,800.12) 5.39
2,303,303.82 5,322,718.08 {3,019.414.26) {536.7%
438,724.52 1,182,826.24 (744,101.72) (62.91)
2,057,398.33 1,815,576.42 24182191 13.32
(322,577.09) (329.242.00) 6,663.00 2.02)
157,463.21 149,164.93 8,298.28 5.50
125,739,836.45 122 ,498.080.70 1.241.755.75 2.63
7.448,382.40 11,578.286.55 (4.129,904.15) {35.67
400,184.95 334,848.21 65,336.74 19.51
7.848,567.35 11,913,134.76 (4,064,567 41 (34.12}
4,330,666.90 2,783.,453.17 1,547,213.73 55.59
120,887.42 119,190.06 1,697.36 .42
244,166.45 (740.425.65) 984,596.10 {132.98)
4,695,720.77 2,162,213.58 2,533,507.19 117,17
3,152,846.58 9.750,921.18 {6,598.074.60} {67.67)
- 207,946.55 (297,946.53) (100.60)
3,152 846.38 9.452,974.63 {6,300,128.05) (66.65Y




Louisville Gas and Efectric Company
Comparative Statement of Income
February 29, 2008

Year to Date

This Year Last Year Increase or Decrease
Amount Amount Amount %
Electric Operating Revenues..........oooociinnnanimee 150,587,771.36 153,556,763.35 {3,368,992.09 (2.19)
Gas Operating Revenses........ooooiiiinimvimennncnnr 144,304,376.11 121,957,594.38 22,346,781.73 18.32
Total Operating ReVERUES ..o cer i 294,892 147.37 275.914,357.713 18,977,789.64 6.88
Fuel for Electric Generation...o.o.vivvorieneanraninnnn 53,850,252.717 52,266,683.40 ,583,569.37 303
Power Purchased.............. 15,406,442 86 20,100,145.65 (4,693,762.79) (23.35)
(ias Supply Expenses... et ettt ama e ans 120,401,387.04 98,065,985.52 22,335.401.52 22,78
Other Operaticn EXPENSES. e verreivnierersermimnssinas: 32,182,483.33 29,572,943.81 2,609,537.52 8.82
MAERANCE e aeeneerernnees 15,069,464.91 9,605,646.95 6,059,817.96 6i.15
Deprecialion...ooocemeirmeens 20,038,956.68 19,520,977.39 517,979.09 2.65
Amortization Expense.. 844,873.32 978.852.79 (133.,979.47) {13.69)
Repgulatory Credils... .o (344,298.04} {310,474.56) {33,823.48) 10.89
Taxes
Federal HCOME v revirarrrvnesrvreerre s e e e - - - -
BHALE FCOMIE. comv e otceneverierreraservare s e e e e e e s nne e - . - -
Deferred Federal Income - Net - R - .
Deferred State Incomie « Nt nl - - - .
Federal Income - Estemated... o, 8,596,826.34 12,248,780.55 (3.651,954.21} (29.81)
State Income - Estimmated 1,637,490.72 2,728,851.24 (1,084,460.52} (39.84)
Property and Other. e 4,141,542.65 3,717,507.44 42403521 11.41
Investment Tax Credite e nencecvinane - - . -
Amortrzation of Investment Tax Credit.... (645,154.00) (658,484.00} 13,330.60 (2.0
Gam from Disposition of Allowances.............. - - - -
ACCretion EXPORSE....ooovvaiimmrac et emricnnaniainnacs 314,926.42 297,506.06 17,420.36 5.86
Total Operating EXpenses.....oovvuvvrrereeeesoreiinen 272,395,185.00 248,432,024.44 23,963,170.56 9.65
Net Operating IRCOME. o eoeerneeiseeeeaeecsrnsanens 22,496,952.37 27,482,333.29 {4,985,380.92}) (18.14)
Other Income Less Deductions.....ooveoeveiviiicnie i {351,842.45) {1,065,112.06) 713.269.61 (66.97)
Income Before Interest Charges.........coovcceeeeaianne 22,145,109.92 26,417,221.23 (4,272,111.313 (16.17)
mterest on Long Term Debloci e 8.340,197.74 5,699,102.55 2,641,095.19 46.34
Amortization of Debt Expense - Net.....onenens 241,774.84 238,380.12 3,394.72 i.42
Cther Interest EXpenses.....oumicieiereeinininine 674,451.18 (393,996.57) ,068,447.75 (271.18)
Total Interest Charges.....c.oovveiciisiviince e ceeeeees 9,256,423.76 5,543,486.10 3,712,937.66 66.98
NEt ICOIME. oot e e 12,888,686.16 20,873,735.13 (7,985,048.97) (38.25)
Preferred Dividend Requsrememnts..............oooovininn. - 593,891.10 {595,893.10) (100.00}
Eamtngs Available for Common......oooiii 12,888.6860.16 20,277 84203 {1,389,155.87) {36.44)




Electric Operaimg REVENUES....covrcrrirnricansne
Gas Operaling REVERUES....ooviromrcmmmsneramnerress

Total Operating ReVERUES.....ccoarrmmmiens e

Fuel for Electric Generation o oo smemraamseeeares
Power Purchased......oeeereivines
Gas Supply Expenses...........
Other Operation Expenscs...
Maintenance..
Deprectatton. ...
Amortization Expensc
Regulatory Credits. ..
Taxes
Federal Income...
State Income... . -
Deferred Federai Entame Nei
Deferred State Income - Net...
Tederal Income - Bstimatad. s
State Income - Estimated....
Preperty znd Other...
Investment Tax Credlt .
Amortization of Investment 'Fax Credﬂ...
Gain from Disposition of Allowanges. ..o
ACCretion EXPEnSe.. aeeroamrerererrerssirrrmsrnnss it

Total Operatmg EXPEnSes ..o omieimiescemmm

Net Operating ICOME i arsiaren st
Qther Income Less Deduclions......covorrmmnomseene

Inceme Before Interest Charges....o..covvmvvrnreeres
Interest on Long Temn Deblo s
Amorhization of Debt Expense « Neloooonnn
Other Ierest EXPEMSES.erivcarvsimmessersasmsnansssssmsssses

Total Interest CharEeS .o eearer e smeessarr s e

NEL IMEOME. 1. o1 veeeeemeeeensresssnamras s tsbiss 00

Preferred Dividend RequITemENtS. s aveanrrnmn e

Earnings Availahle for COMMON......ccoeereramiemeen

Louisvilie Gas and Electric Company
Comparative Statement of Income

February 29, 2008

Year Ended Current Month
This Year Last Year Increase of Decrease
Amount Amount Amgunt %
929,086,575.18 049,162,038.51 (20.075.463.33) 2.1
175,028.510.76 373,013,295.02 2,015,215.74 0.54
£,304,115,085.94 1,322,175,333.53 (18,060,.247.59) (.37}
118,847,130.54 301,371,611.72 17.475.518.82 5.80
77.643,345.32 111,788,885.86 (34,145,540.54) {30.54)
275.927,620.65 176,176,791 .86 (249.171.21" (0.09
175,762,193.71 184,932,219.19 (9,170,025.48) (4.96}
28,601,810.81 74,333,582.75 9,268,278.06 11.68
120,091,043.76 118,128,756.47 1,961,287.29 1.66
6.065,982.76 5,923,213.55 142,769.21 2.41
(1,974.567.52) {2,274,657.63) 300,090.11 {1319
34,624,584.99 62,654,7193.56 (28,030,208.57 (44.14)
7.620,508.53 11,361,385.20 (3,740,876.67) (32.93}
947587093 (7.024,761.20) 16.500,632.13 (234.8%)
i,500,153.46 (1,213,123.500 2,713,276.96 {223.66)
(3.691.934.211 B41.886.04 (4.493,840.25) £533.78)
(1,084,460.52) 187.085.7% (1.271,546.31) {679.60)
22,320,698.6% 21,751,759.84 568,938.85 2.62
£.979,626.00 3,000,000.00 5,979,626.00 159.32
(3,937.570.94} (4,009,867.44) 73,296.50 {1.830)
(553,092.69) {1.004.606.07 451503.38 (44.94)
1,798,337.72 2,088,055.13 (289,717.41) (13.88)
1,138,057,261.99 i164,014,011.12 (25,956,749.13} 223
166,057.823.93 158,161,322.41 7.896,501.54 4.99
(91,362.96) (3,512,707.86) 3.421,144.90 {97.39)
165,966,260.9% 154,648.614.55 11,317.646.44 7.32
47,060,639.58 34,391.352.73 12,669,286.85 36.84
{,430,.868.29 1.430.280.42 9,587.87 0.67
5,067,436.87 2.881,838.28 2.i85,598.59 75.84
53,567,944.74 38,703.471.43 14,864,473.31 38.41
112,398,316.25 115,545,143.12 {3,546,826.87) (2.06)
345.743.14 3,722.029.80 (3,376,286.66) (90.71)
112,052,573.11 112,223.113.32 (170,340.21) (0.15)




Bailance at Begimning of Pertod......cooooiiininnnns
Add:
Net Income for Pertod. ...

FIN 48 Adjustiment.. .....oovvvenvnienconrninsaee

Deduct:
Adiustment to Retamed Earnings.........o..ooooovienen
Preferred Dividends
%25 Par Value
LT L PO PP
Without Par Value
AHcHON RatB. o tr s iiiianennaans
Preferred Dividends Accrued
$25 Par Value
LTt - SO PP PP
Without Par Value
AUCHON Rate. i raiiiierananans
Common Dividends
Common Stock Without Par Value..................

Balance at End of Period.....covivvaiiiniiecirrananane

Louisville Gas and Electric Company
Analysis of Retained Earnings

February 29, 2008
Current Month Year to Date Year Ended Current Month

Last Year This Year Last Year This Year Last Year
699.697,225.78 649,929.597.17 689,961,390.20 639,104,729.77 659,382,571.80 G42,159,458.48
3,152,846.58 9,750,921.18 12,888,686.16 20,873,735.13 112,398,316.25 115,945,143.12

- - - - 202,186.00 -

- - - - 3,787,254.55 -
- - - - 137.409.80 1,075,363.14
- - - - 208,333.34 7.646,666.66

B 89,613.22 - 179,226.45 - -

- 208,333.33 - 416,6606.65 - N
- - - - 65,000,000.00 95,000,000.00
702,850,076.36 659,382,571.80 702,850,076.36 £59,382,571.80 702,850,076.36 659,382,571.80




Assets and Other Debits

Litility Plant

Llsility Plant at Orgnal Cost...
Less Reserves for Dcprcmnlmn & Amunszmmn .....

Totak e

Investments - ot Cost

Ohio Vailey Electnc Corperation...
Neonutility Property-Less Reserve..,
Specinl Funds

Totai P

Current and Accrued Assels

Special Deposits...
Temporary Cash Investments.
Accounts Recervable-Less Reserve .. oo
Motes Receiveble from Assoc, Companies...
Accounts Recervable from Assoc Companies........
Materinls & Supplies-At Average Cost

Fuet... .

Plant ’V[atcrlals & Opemtmg Suppllcs

Stores Expense e
Gas Stored Underground..

Allowance TRVENIOIY. .o arm e eeeaan

Frepavinents....

Miscellaneous Cumm: & Accmcd Assets ............

T = | U
Deferrad Debits and Other

Unamortized Debl EXpense. .. errere oo coiainna
Unamerhized Loss on Bonds..eeciciinicinens
Accumuiated Deferred Tncome Taxes...
Deferred Repguistory ASSelS. v svaaee
Other Deferred DebifS, v cccceir e

TOLL .o eeeesrereemsemsrsssanresan s e s s s atbn s st aasessaannn

Tatal Assets and Other Debits i iiiiinnns

This Year

Louisville Gas and Eleetric Company
Comparative Batance Sheets as of February 29, 2008 and February 28,2007

Last Year

4,352,224,585.33
1,879,128,127.57

4,138,547,155.83
§,785,366,318.50

2473.896,457.76

2,353,180,837.33

5%4,286.00 594,286.00

[1.879.20 17,337.47

13,457,300.44 3,121,994.42
14,152,203.00 -

28,215,608.64

3,733,617.89

8,000,648.77

7.760,093.82

2,351,638.13 22.612,13620
36,147.56 5,503.29
193,810,776.26 169,370,578.63
8,158,985.37 22,296,036.9%
37,806,806.06 34,494,252 48
26,604,707.18 25,117,644.19
4,550,706.09 4,375,470.69
37,472,786.86 41,638,682.99
11,016.67 14,654.20
5,479,223.36 3.076,865.75
12,813.18 923.672.48
324,298,255.49 333,685,631.71
9,829,7571.98 8,063,936.84
18,026,828.13 19,453,601.03
53,391,727.03 56,735,625.58
151,519,144.63 164,112,461.60
18,493,763.78 35,774,976.73

252,161.221.55

284,139,401.78

3,077,771,603.44

2,974,739 488.71

Liabilities and Other Credits

Capitalization

Common Stock
Commen Stock Expense
Paid-in Capital..coooeii i
Other Comprehensive Income...
Retaned Earmings....

Tota} Common EQUHY s vererereaesr seascnaannes
Prefermed SI0TK. oo rmreme et ei e
Pollution Control Bonds........oviviivvirnieeeens

Mandatory Redecrmable Prefersed Stogk......oooooce
LT Netes Payable to Associated Companses.........

Total CapialiZAlON. e er e rnir i

Current and Accrued Liabilities

Lorg-tertn Debt Duein | Year..
ST Nates Pavable to Associated Cempames ........
MNotes Pavable fo Associated Companies...
Notes Payable... .
Aceounls Payabic..........

Accounts Payable to Assncmtcd Compnmcs
Custemer Deposits......

Taxes Accrued.....
Interest Accrued
Dividends Declared.... e
5T Cbligstions Under Capaml E_enses

Misc. Cusrent & Accrued Liabilities...

LT T | PR

Deferred Credits and Other

LT Obligations Under Capital Leases.......o.oois
Accumuiated Deferred Income Taxes.oe .
{nvestment Tax Credit...
Reguiatory Linbilities...

Customer Advances t'ur Csnstruclmn
Assct Retrrement Obligations........

Other Deferred Credits.......-.
Mise. Lang-term Linbilitics... -
Accum Provision for ?nst—Rc%sn:meni Benef’&s... .

Total cereesssron

Total Liabifities and Other Cregits oo,

This Year Last Year
425,170,424.09 425,170,424.09
{835,888.64) (835,888.64)
60,000,000.00 40,600,600.00
(15,063,498.00) {10,584,536.80)
702,850,076.36 659,382,571.80
i,172,121,113.81 1,113,§32,571.25
T0,424,594.65
574,304,000.0¢ 574,304,000.60
- 18,750,000.00
410,000,080.00 225,000,000.00
2,156,425,113.81 2,001.6§1,165.30
- 1,250,000.00
46,189.200.00 .
. 58,198,000.60
115,224,238.95 106,554,236.75
14,326,007.49 5144473351
19,647,757.55 18,388,205.05

15.917,145.76
9,345,351.72

41,780,276.43
4.913,723.84

- 395,891.69

382,051.84 -
11,687,695.35 8,832,132.66
232,119.448.66 292,157,200.33
398,118,545.69 188.683,652.65
45,453,808.20 40,411,753.14
55,685,953.08 55,940,986.32
14,848,047.29 20,994,560.33
29,895,387.98 28,717,557.74
41,436,114.02 41,166,550.27
6,203,202.79 5.801,957.00
97,585.981.92 $9,254,105.63

£689,227,040.97

680,971,123.08

3.877,771.603.44

2,974,736 488.71




Louisville Gas and Electric Company
Statement of Capitalization and Shert-term Det

February 29, 2008
Percent of Total
Authonized Issued & Qutstanding Capital &
Shares Shares Amount S/T Debxt Capital
Common Equity
Common Stock - WItHOUt PaT....eoveiceiiviics et eirs i e ennea e 75,000,000 21,294,223 425,170,424.09
Common Stock EXPense.. i v sasasacnnnens (835,888.64)
Paid-In Capial... ..o e 60,000,000.00
Other Comprehensive INCOME. .....oovviiinioi i, (15,063,498.00)
Retaimned Earmiigs. . e ieeeseeceereesrrmeses s st e e r st s asasamsise e neas 702,850,076.36
Total Common BqQUIY......coeimiecoiintccrenrecmmssirssens s s aeans s s 1,172,121,113.81 53.22 54.36
Long-term Debt
Pollution Control Bonds Not Lamited
Jefferson County 2000 Senes A 05/01/00 Due 05/01/27 VAR%.. 25,000,000.00
Trimble County 2000 Senes A 08/01/00 Due 08/01/30 VAR%.... 83,335,000.00
Jefferson County 2001 Series A 09/11/01 Due 09/01/27 VAR%.. 10,104,000.00
Jefferson County 2001 Sertes A 03/06/01 Due 09/01/26 VAR%.. 22,500,000.00
Trimble County 2001 Series A 03/06/01 Due 09/01/26 VAR%..... 27,500,000.00
Jefferson County 2001 Sertes B 03/22/01 Due 11/01/27 VAR%... 35,000,000.00
Trnmble County 2001 Series B 03/22/01 Due 11/01/27 VAR%..... 35,000,000.00
Trimble County 2002 Series A 10/23/02 Due 10/01/32 VAR%..... 41,665,000.00
Louisville Metro 2003 Series A 11/20/03 Due 10/01/33 VAR%.... 128,000,000.00
Lowsville Metro 2005 Series A 04/13/05 Due 02/01/35 VAR%.... 40,000,600.00
Louwisville Metro 2007 Series A 04/26/07 Due 06/01/33 VAR%.... 31,000,000.00
Lowsville Metro 2007 Series B 04/26/07 Due 06/01/33 VAR%.... 35,200,000.00
Trimble County 2007 Senes A 04/26/07 Due 06/01/33 VAR%..... 60,000,000.00
Total Pollution Control Bonds.......ove e 574,304,000.00 26.07 26.63
Long-term Notes Payable to Associated Compantes................ 410.000,000.00 18.61 19.01
Total Capitalization.....cocooevenirnrncneniec s s eia e 2,156,425,113.81 97.90 100.00
Short-term Notes Payable to Associated Compantes............cccoveeenes 46,189,200.00 2.16
Total Capitalization and Short-term Debto..oviniivinininnn. 2,202,614,313.81 100.00




Account - Subsidinry Account

Utility Plant
At Original Cost ..
Reserves for Dcpremazmn ané Amomza!mn
Efectric .
Gas . .
Common .
Amortization of PEzmt
Electric
Gas .
Comimon

Investments - at Cost
Nonutility Property
Nonutility Property Reserve.
Ohio Valley Electric Corporation .
Special Funds
Prepaid Pension

Cash

OGther Special Deposits
Margin Account
MAN Marpin Call.

Temporary Cash Investments. .
Other

Accounts Receivable - Less Reserve .
Working Funds . .
Customers-Active
Whaolesale Sales .
Transmission Sales .

Unbitted Revenues

Employee Computer Loans
Damage Claims .

RAR Seitlements

Tax Refunds

IMEA,. .

IMPA .

Other. . e
Reserves for Uncollccuble Accoums

Utility Customers

Reserve
Accrual
Charged Off.
Recoveries .
AR Miscellaneous.

1L.EM Reserve. . e

Interest and Dividends Rcccwablc I

Rents Receivable. .

Accounts Receivable from Associated Companies. |

E.ON US Services/Kentucky Utilities Company .

Fuel

Coal 965,278 94 Tcns @336 77 MMBEU 22 003 7!2 32 O ]61 25;5

Fuel i} 227,526 Gallons @ 224 15¢
Gas Pipeline 191,747 Mcf @ 5942

Louisvilic Gas and Efectric Company
Trinl Balance
February 29, 2008

Balance
Subsidinry Account

Balanee as Shown on
Balance Sheet

4.352.224,585.33

{1.588,479,966 35)
(208,607,044 19)
(63,642,613 99

(100.60)
(800 00
(18,397,603 04)

75,239 56
{63,360 36)
594,286 00

13,457,300 44

14,152,203 00

8,060,648 77

2,043,048 40
310,589.73

36,147 56

2128000
116,335,027.68

B e 3,920,177 89

259,651.50

58,731,000 00

99,366 43

617,590 94

1,038,234 00

1,860,522 77

2.415,947 30

. 2,514,955 14
e 7,271,981 13

(856,425 00)
{333,635 38)
828,453 24
{494.817 86)
(1,681,869 00)
(21,905 77)
34,088 18
451,153 07

8,158,98537

35,489,818 65
509,994.96
1,806,992 45

4,352,224,58533
(1.879,128,127 57)

28,215,668 64

8,000,648 77
2,353,63813

36,147 56

193,810,776 26

8,158,985 37

37,806,806 .06



Louisville Gas and Electric Company

Account - Subsidiary Account

Plant Materials and Operating Supplies
Regular Materials and Supplies
Limestone 35,248 91 Tons @ $7 12

Stores Expense .
Stores Expense Undnstnhu%cd

Cias Stored Underground - Current .
Gas 8t Underground*5,183.586 Mef (14 73 psm) @ $7 ‘73

Aliowance Inventory . .
Allowance Inventary.

Prepayments. .
Insurance.
Taxes
Franchises .
Rights of Way .
Risk Management and Workers Cumpcnsauon
Vehicle License .
Other

Miscellancous Current Assels
Derivative Asset - Non-Hedging

Unamortized Debt Expense ‘
Jefferson County 2000 Scries A due May i 2027 -
Trimble County 2000 Series A due Aug 1, 2030
Jefferson County 2001 Series A due Sep. 1,2027 ...
Jeflerson County 2001 Serics A due Sep 1,2026 . . . .
Trimble County 2001 Series A due Sep 1,2026. . . .. .
Jefferson County 2001 Series B due Nov. 1,2027.. . .

Trimble County 2001 Series B due Nov |,2027.. . . . .

Trimble County 2002 Series A due Oct 1, 2032, . .
Louisville Metro 2003 Series A due Oct 1, 2033
Louisville Metro 2005 Series A due Feb 1, 2035,
Louisvilie Metra 2007 Series A due Jun. 1, 2033 .
Louisville Metro 2007 Series B due Jun 1,2033 ..
Trimble County 2007 Scrics A due Jun 1,2033 .

Unarnortized Loss on Bonds ... i
Refinanced and Called Bonds .. . . . .

Other Deferred Debits

Deferred Repulatory Assets. .
Asset Retirernent Obligations
Electric .. ...
Cias
Common .. .. .
Pension & Postrcuremcnt Bcncﬁts o
ECR Ash Hauling. ..
MISO Exit Fee. ..

Accumuisted Deferred Income Taxes.
Federal
Electric
Gas. . . .
State
Electric. .
Gas

* Excludes:
Non-recoverable Base Gas
Recoverabic Base Gas
]
Fotal Assets and Other Debits

Trial Balance
February 29, 2008

Balance
Subsidiary Accourt

Balance as Shown on
Bolance Sheet

26,353,604 27
251,102.91

4,550,766 09
37,472,786 86
11,616 67

2,820,682.72
646,462 59
330,789 RO
280,000 03
96,000 00
4,003 18
1,301,285 04

12,813 18

458,026 49
858,050 99
386,862 00
182.636 36
198,659 23
215,283 02
215,316 67
905,538 48
e 3,005,492.19
e e ‘ 085,894 40
627,914 17

590,609 .62

1.199,474.36

18.926,828 13
18,493,763 78

19,228,207 6%
5,273.101 44
2338905
109,983,623 00
387180705
13,139,616 40

37,418,076 79
7,491,223.98
7,279,957 83
1,202,468 43
5 Mef
9,648,85500 7,880,000

2.139990.00 2,930,000
1,788,84500 10,810,000

26,604,707 18

4,550,706 09

37,472,786 86

15016 67

5,479,223 36

12,813.18

9,829,757 98

18,926,828 13

18,493,763 78
151,519,144 63

53,391,727.03

3.077,771,603.44

3.077,771.603.44




Louisville Gas and Electric Cempany

Account - Subsidiary Account

Trial Balance
February 29, 2008

Common EQUITY . ... e e

COTIITION STOTK. oo 1 oo s v s+ ami e o e sne a0 5 5 202 sn 0 4202
Retained Earnings.. . oo o as s v e
Commion Stock EXPENSE ... e i e

Other Comprehensive INCOME. ... 1 oo e

Bonds. .
Poiluhon Control Bonds

Long-term Notes Payable to Associated COMPANIES. .. ..o v oiviovianrs e

Short-term Notes Payable to Associated Companies...........

Money Pool Payable.... .

Accounts Payable...
Regular...
Salaries anci Wages Accrued

Tax Collections - PayabEe..u.... A s A 1 1ot o 5 1ttt et s it e e 5

Accounts Payable to Associated Companies....

E.ON US Services/Kentucky Utilities Company e A et e vt 2t e s i
T USEOTTIETS IIEPOSILS .. s 1 o rmrem e e e eie i 43 055050 e e

L AXES A CCTUEA oo oo e s sease cvas s ron s s e st 25 S 101 e oms st Aot ot 4 a2t s e

Interest Accrued. .

Jefferson Coumy 2000 Senes A due May I 2027w..w e e i e
Trimbie County 2000 Series A due Aug. 1, 2030, v e i
Jefferson County 2001 Series A due Sep. 1, 2027 e v i s
Jefferson County 2001 Series A due Sep. 1, 2026, oo casimsnssninnn o

Trimble County 2001 Series A due Sep. 1, 2026, oo et e e

Jefferson County 2001 Series B due Nov. 1, 2027, i
Trimble County 2001 Series B due Nov. 1, 2027 oo m s

Trimble County 2002 Series A due Oct. 1, 2032...
Louisville Metro 2003 Series A due Oct. 1, 2033..
Louisville Metro 2005 Series A due Feb. 1, 2035.... e e
Louisville Metro 2007 Series A due Jun. 1, 2033 v siean e 2
Louisville Metro 2007 Series B due Jun. 1, 2033 ... e e St e 4
Trimble County 2007 Series A due Jun. 1, 2033, oo s e
INterest RAtE SWAPS.  .ouovt e man oo crmnain s oans e caman s o e e
FABHA. . o e e e e e a e e s a e+ A e 4 e e
CUSIOMIETS" DIRPOSIS v s v samera o s b 1o 0P8 S 3 2 v

Short-term Obligations under Capital Leases..........ccv i v

Miscellaneous Current and Accrued Liabiliies ... .oviv oot i i vas crcmimor s e
CUStOMET OVETPRYITIEIHS ... ox it vt v v e e o rman i e a0 2a e am e s e s
UK Ermission Research GFAML . .o oo i oeie s« eemema s ins s s s 2n e

Vacation Pay Accrued...

Derivative Liability - Non Hedgmg
Postretitement Benefits « CUITEIIE. .o o corur v ratvan e v s snir s snsan s
[ 11T T SRR

Balance
Subsidiary Account

Balance as Shown on
Balance Sheet

425,170,424 09
702,850,076 36
(835,888.64)
60,000,000.00
(15,063,498 00)

574,304,000.00
410,000,000.00

46,189,200.00

112,247,316 84
1,376,821.12
1,600,100.99

14,326,007 49
19,647,757.55
13,917,145.76

54,687.50
280,010.24
4,058 43
172,301.05
210,590.14
269,688.54
269,688 85
158,805.11
165,226.66
47,111.14
6,458 37
7,582.70
689,999.98
428,560.97
5,763,450.50
817,131.54

382,051 .84

2,752,809 .81
250,000.00
4,682,762.12
6,473 45
3,061,338.00
334,310.97

1,172,121,113.81

574,304,000 .00

410,000,000.00
46,189,200.00

115,224,238.95

14,326,007.49

19,647,757.55
15917,145.76
9,345,351.72

382,051.84
11,087,695.35



Account - Subsidiary Account

Louisville Gas and Electric Company
Trial Balance
February 29, 2008

Bazlance
Subsidiary Account

Balance as Shown on
Balance Sheet

Customers' Advances for COMSIUCHOM ... .. v eumr v s o samr s e s s

Line Extensions

B B tTID . oo e oo oo o o e o s e S s S S e e AL e e
CUSEOMET AQVANCES = ATEIIA . o o omrviems e oo s v s bt e s om0

Asset Retirement Obligations

BB O T s oo o1 e e e e A a4 ao e S s

Gas. . .

FO0e sy 1 DU D PP PSP
Oher DeferTEA CIBAIES. . . oooseee e o ars s o st romne srm et 4ot 20 i s s 12 5 e S

Regulatory Liabilities...

Asset Retirement OE)E: gatmns

|28 1 ot o 1 <P O PP OO P S P T

Deferred Taxes
Federal

Gas.vn oo
State
Electric...
Gas.. ‘
MISO Scheduie ]9 Charges

TVESTIENE TaX CHEAI . oo ot ee s e cen et e var s s o1 s s s

Job Development Credit

B B T G e oot e e m e e s a8 B < 23 S S < ST A 18 A 18 e

Advanced Coal Credil .ooou o e e g e e e

Accumuizted Deferred INCOME TAXES.. . uvuw . oo sresmense s i s vans sans s s amaraar 33 onsaar o

Federal

BE LTI Cn o s st e e st s et S 46t A A S A AT AR A S8 0 8 S 15
S oo ns s as e e 2t Aot 3 1 AT L 8 L A 1 1 €5 2 R S 514 L e
CCOTTUITION - e voer oo s s borne et i A 45 11500 20 283 00 18 D A 1

State

B BT TIC o e eoseemss s ot e ot st e e 3 5 S8 £ € A A L8 18 S S i

Miscellaneous Long-term LIabilItes ..o oo s s i s o oo

Workers' Compensation... o v

UNEEFLATN TAX POSTHONS . 1o oo ecrararnr s it v sr e e s ot 28307 308 0

Accurmulated Provision for Benefis. ... .. o oo iinirs v e aiomneean e e s st s e

Pension Payable....

Postretirement Benef ts - SFAS 106 s 1 £ S 2 g e s e
Post Employment Benefits Payable e AR R 1 1t A AR S
Post Employment Medicare Subsidy. ..o

807,830.41
8,282,013.28
5,758,203 60

22,021,751.62
7.847,683.15
25,953.21

41,436,114.02

229,710.17
119,383.16

26,900,418.75
1,984,311.50

18,695,556.00
2,743,651.50
5,012,922.00

32,352,758.25
1,121,423.95
11,979,626.00

289,426,453.33
51,049,674.87
(1.00)

49,370,709.43
8,271,709.06

5,650,000.79
553,202.60

13,141,622.00

80,893,649.92

3,762,588.00
(211,878.00)

14,848,047.29

26,895,387.98

41,436,114.02
55,685,953.08

45,453,808.20

398,118,545.69

6,203,202.79

97,585,981.92

Total Linbilities and Oher CreaiS. . ..o ot s osmins s e s aa son sogansanians o 0

3,077,771,603.44

3,077,771,603.44
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Louisville Gas and Electric Company
Statement of Cash Flows
February 29, 2008

Year to Date

2008

2007

Cash Flows from QOperating Activities
Net income. . e et
Items not requiring (provxdmg) cash currently:

DEDPIECIRLION . . L0 o it i i e e e

AmorHzation. ... e e s

Deferred income taxes = 0 ...

Investment 1aX CredIt » NEL ..ot e e e

O . e A e e a1 e
Change in TeCeIVADIES. ..o v i i e
Change i EVEIEOEY. .. oocvwris e oot L et i s
Change in allowance INVEIIOTY. ... oo o i e e
Change in payables and accrued @XPenses ... .. ..o e
Change in other regUlatory aSSEIS.. . ..cimwin i i s
Change in other regulatory liabilities.. ...
Change in other deferred debifs .. ... ...
Change in other deferred credits........oo o,
Other...

12,888,686.16

20,873,73513

Net cash provxded (used) by operatmg activities. ..

Cash Flows from Investing Activities

Gross additions to utility plant - construction expendiftures.. ... ....coccooovnrrn
Gross additions to common utility plant - construction expenditures..................
Change in Iong-term MVESHMENTS. oo e it s s ea e
Change in TeStrICted CESTL. . oo e e crris it

Net cash provided (used) by investing achvities... ... ..o

Cash Flows from Financing Activities
Net decrease in short-term debt... s
Net decrease in long-term capltal lease obhgatlons e e R s

Net decrease in long-term capital lease obligations. ........ovevriwn i mnn e,
Dividends on preferred SIOCK. .. o oo e imnere e s i s

Dividends on common $toCK. ... v s envinen

Net cash provided (used) by financing activities. ... .. .o icmiimne i

Net Increase (Decrease) in Cash and Cash Equivalents.. ... ... oo

Cash and Cash Equivalents at Beginning of Period. ... ... ..o

Cash and Cash Equivalents at End of Period. .............ooooiiniiin e

20,038,956 68 19,520,977.59
844,873.32 978,852.79
(1,229,593 00) (649,867.00)
(645,154.00) (658,484.00)
(1,359,535.71) (435,226 .90)
(12,622,109.38) (7,105,114.08)
51,671,044 54 44,769,768 58
442 80 748.80
(24,837,570.50) (37,629,189.95)
(497,095 35) (492,758.06)
570,415.46 570,415.46
13,052,597.42 (1,416,362 56)
573,860.61 (10,111,485.02)
8,682,178.58 6,314,172.09
67,131,997.63 34,530,182.87
(30,190,921 37) (16,234,152.96)
(3,984,726.55) 481,203.98
) (281,694.61)
2,831,062.59 (7,006,288.29)
(31,344,585.33) (23,040,931.88)
(32,052,000.00) (9,426,000.00)
(23,385 85) )
(23,649.00) ]

- (906,341.10)
(32,099,034.85) (10,332,341.10)
3,688,377.45 1,156,909.89
4,348,418.88 6,608,687.22
8,036,796.33 7,765,597.11
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Louisville Gas and Electric Company
Analysis of Interest Charges

February 29, 2008
Current Month Year 1o Date Year Ended Current Month
This Year Last Year This Year Last Year This Year Last Year
Interest on Long-term Debt
Loan Agreement - Pollution Contral Bonds
1992 Series A Variable......cciimmne i - B7,513.44 - 184,907.41 163,575.00 1,119,409.6!1
1992 Series A Variable TC.... - 167,539.73 - 353,030.14 317,112.57 2,127,645.27
1993 Senies A Variable Rate.. - 04,289.97 - 207,111.01 185,774.09 1,260,497.32
1995 Senies A (5.99%)... . . - - - - - -
Jefferson County 2000 Ser&es A due May i 2{]27‘ 106,770.83 69,027.78 190,277.77 15083334 477326.37 894,930.61
Trimble County 2000 Series A due Aug. 1, 2030.. 261,545.06 232,736.14 508 882.35 490,056.10 3,486,273.75 3,061,186.02
Tefferson County 2001 Senes A due Sep. i, 2027, 30,570.2% 28,375.41 67,884.84 60,132.84 409,562.88 365,506.57
Jefferson County 2001 Sertes A due Sep. [, 2026. 57,433.68 52,439,035 118,828.30 130,278.10 811,535.31 79%,458.92
Trimble County 2001 Series A due Sep. 1, 2026... 70,196.71 76,314.38 145,234.58 139,228.76 991,876.43 977,116.44
Jefferson County 2801 Senes B due Nov. {, 2027 89,896.20 96,657.53 185,992.12 203,671.24 1,267,179.01 1,256,730.15
Trimble County 2001 Series B due Nov. 1, 2027.. §9,896.20 96,657.53 185,992.12 203,671.24 1,264,590.27 1,256,730.14
Trimble County 2002 Series A due Oct. 1, 2032... 148,559.64 115,361.82 115,632.89 242,884.12 1,692,141.78 1,478,548.14
Lomsville Metro 2003 Series A due Oct. |, 2633, 435,448.89 353,422.24 889,671.12 766,044.46 4,893,813.36 4,521,120.01
Louisville Metro 2005 Sertes A due Feb. 1, 2035.. 190,600.00 107,322.22 311,388.90 228,866.66 {,541,361.13 1,384,894.39
Loussville Metro 2067 Series A due Jun. 1, 2033.. 175,537.50 - 282,056.94 - 1,071,370.35 B
Louisville Mesro 2067 Series B due Jun. {, 2033, 145,196.00 - 3031,018.22 - £,203,522.24 -
Trimble County 2007 Sertes A due Jun. 1,2033... 230,000.60 - 452,333.33 - 2,338,333.37 -
Tnterest Rate Swaps. .......ooivinnnaineeenes 428,560.99 182,004.24 641,574.28 298,803.75 1,935,491.83 1,745,595.61
NOLeS/DEDENTUIES .1\ eeerereenreennsariiansrirreansaeasanes 9.880.00 - 9,880.00 - 3,446,135.41 -
FRABTA. . evuviiassrsnansreemsemeenaamnciattssrnrnnanrasrees 1,820,774.99 9£1,875.01 3,641,549.98 1,823,750.02 18,911,525.52 10,942,500.12
$5.875 Mandatory Redeemable Preferred Stock....... - 97,916.68 - 195,833.36 150,138.89 1,199,479.20
TOIBL cvrevvsrmrrremreecrasaessamesereamsesiss s rarannnranasnsnnn 4,330,666.90 2,783,453.17 8,340,197.74 5,699,102.55 47,060,639.58 34,391,352.73
Amortization of Debt Expense - Net
Amortization of Debt Expense..oeieci e 34,186.08 34,054.02 68,172.16 68,108.04 401,33L.74 408,648.24
Amort. of Loss on Reacquired Debto el 86,701.34 85,136.04 173,402.68 170,272.08 1,038,536.55 1,021,632.18
TOlAE - viitcranamere e e e re e i 120,887.42 119,190.06 241,774.84 238,380.12 1,439,868.29 1,430,280.42
Other Interest Charpes
Customers’ Deposits.... 82,276.96 73,594.11 168,777.03 153,301.25 984,516.66 914,266,760
Federa! Income Tax Def‘clencws - (1,058,734.00) - (1,058,734.00) (.31 383,125.99
Other Tax Defctenc:es.......‘...............,....... e - - - - 180.30 .
Gas Refunds... - 475.76 “ 951.52 1,496.12 1,330.32
fnterest an ch! to Assncmled Compames ......... i6],889.49 244,234.48 305.674.15 510,484.66 4,072,662.54 i,381,115.21
QOther [nterest EXpense....ooooevviininiinaiinnnen. - - - - 8,581.56 -
T OO PR 244,166.45 {740,426.65) 674.451.18 {393,996.57) 5,067436.87 2.881.838.28
To1a] HMELESL....ococvicviarirmissineiass s e s e emnemaaaas 4,695,720.77 2,162,213.58 9,256,423.76 5,543.486.10 53,567,944.74 18.703,471.43




Louisville Gas and Electric Company
Analysis of Taxes Charged

February 29, 2008

Current Month Year to Date
Kind of Taxes This Year Last Year This Year Last Year
Taxes Charged to Accounts 408.1 and 409.1
PrOPErty TAXES ..o samssrressssnssnsssssstsssrisssrresraasissess 1,352,184.77 1,180,774.00 2,704,369.54 2,361,548.00
UNEMPIOYMENL .. ovrrueiasseresrnesissnasnes s ssssssasinessssnss 11,722.97 15.825.25 16.312.61 312,953.67
FICA it ive e sacaniinen 531,874.93 460,271.22 1,091,392.81 1,005,593.87
Public Service Commission Fee....c i 161,615.66 158,705.95 32323132 31741150
Federal INCOMIE. v rrensecrccrirasssisnrnes e sarsssansissssssacs 2,303,303.82 5,322, 718.08 8,596,826.34 12,248,780.55
G118 FTICOMIBu eevirreerereemeressessesmnasasrabsssscsresossasnstsntasasss 438,724.52 1,182,826.24 1,637,490.72 2,721,951.24
IMISCEI JAREOUS. cvorvireecseeremscsnssisssssamsarrssssersessnsasssanastss - - 6,236.37 -
Total Charged to Operating Expense.......... 4,799,426.67 8321,120.74 14,375,859.71 18,688,239.23
Taxes Charged to Other Accounts........ooevienen 444.771.26 41255091 662,365.13 594,588.30
Taxes Accrued on Intercompany Accounts......... (189,117.35) (192,757.77) (366,638.49) (403,088.21)
Total Taxes Charged......cooveeresnscinnsniennees 5,055,080.58 8,540,953.88 14,671,586.35 18,879,735.22
Analysis of Taxes Accrued - Account 236
Taxes Accrued Accruals Payments Taxes Accrued
At Beginning To Date To Date AtEnd
Kind of Taxes Of Year This Year This Year Of Month
PrOPerty TAXES. ooomrvscrsrrrsererommerrsssassssessssssesasimssiasiness 9,962,060.51 2,744.166.00 [.164,721.72 11,541,504.79
State Unemployment. ... mmssissnensnncscnessinns 21,016.80 4,476.40 §,055.42 2443778
Federal Unemployment. ..o 32,531.25 927.39 209.45 312.649.19
IO A oo eerevecesrssaesssasnsnesestiesessarsasssaensrcsbsssansrssassass 618,958.6% 979,640.36 1,033,743.03 564,856.02
Federal HCOMIC. oo v e rstsssinesnsssermemamassusaassssss {6,107,469.51) £,622,746.26 - 2,515,276.35
QALE FHICOIMIE  coenviirsisresrrasiesiossssarcsnraasasstssanssmasasasens {832,671.51) 1,642,427.85 - 809,755.94
Kentucky Sales and Use Tax....... r e 527,167.51 672,280.72 770,782.54 428,665.69
MISCEIIANEOUS. c.vererrmrreeserarsrseresmssrssesssansarsssossassessasssnas (0.00) 4921.37 492137 (0.00)
TOLRIS oo eeeesiirmeeerasameeesssietansntssrrenassrariscisanas 4,221,592.94 14,671,586.33 2,976,033.53 15,917,145.76
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Utility Plant in Service

Electric
Intangible........ooiiiiii e
Steam Production........oocoi i

Gas
Intangible.. ..o
Natural Gas Storage Plant Underground.........
TransmISSION. c.oevviiriiniiiiiieiiaii i aiaeasin
Distribution......cocociiiiiiiiir s

General.....ooooiii
Gas Stored Underground Non-Current...........

Total GaS..vir i

Common

Construction Work In Progress
Bt e

Louisville Gas and Electric Company
Summary of Utility Plant - Utility Plant in Service

February 29, 2008
Net Balance Transfers/

First of Year Additions Retirermnents Adjustments Net Additions Balance to Date
2,340.29 - - - 2,340.29
£,957,341,584.73 3,685,512.65 {1,066,224.98) 2,619,287.67 1,959,960,872.40
29,738.481.51 . - - 29,738,481.51
225,593,229.05 2,943.40 - 294340 225,596,172.45
254,545,457.73 124,359.63 {5.387.69) 118,971.94 254,664,429.67
762,409,249.99 7,829.489.50 (3.597.3% 7,825,892.17 770,235,142.16
16,648,246 38 6.380.50 - 6,380.50 16,654,626.88
3.246,278,589.68 11,648 685.68 (1,075,210.60) 10,573,475.68 3,256,852,065.36
1,187.49 - - - [,187.49
62,254,077.12 - - - 62,254,077.12
12,901,908.09 - - - 12,801.908.09
464,243,423.53 B,152,674.45 (2,043.77) 8,150,630.68 472,394,054.2}
9,033,095.77 (0.086) - (0.06) 9,033,095.71
2,139,990.00 - - - 2,139,990.00
550,573,682.00 8,152,674.39 (2.043.77) 8,150,630.62 558,724.312.62
28,321.223.19 128.437.37 - 128,437.37 28,449.660.56
149,510,912.37 522,021.39 - 522,021.39 150,032,933.76
177,832,135.56 650,458.76 - 650,458.76 178,482,594.32
3,974,684,407.24 20.451.818.83 (1,077,253.71 19,374,565.06 3.994,058,972.30
253.332,706.20 14,567.111.34 - 14,567,111.34 267,899.817.54
62,549,383.39 {(4,177,550.04) - (4,177,550.04) 58,371,833.35
28.,559,694.35 3,334,.267.79 - 31,334267.79 31,893.962.14
344 .441,783.94 13,723,829.09 - 13,723,829.09 358,165,013.03
4,319,126,191.18 34,175,647.92 {1,077.253.77) 33,098,394.15 4,352,224 585.33
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Reserve for Depreciation of Utility
Lifs Reserves

Elecmne - ARQ Steam..
Electne « ARD Hydre..
Electrse - ARQ Orher Produciign..
Electnc - ARO Transrussion..
Electric - ARO Distribution.
Gas..
(Gas - ARD Underground Storsge. .
Gas - ARQ Distrbeton.............

Total Life Reserves {or Depreaianon of
Utility Plant in Sevite.. ..o

Salvnpe Reserves
Steam Producuion ...
Hytdro Production.
QOther Preductien..
Transmission..
Distobution. .. .
Diswibunon General.. . ..
Cias Stored Undergrousd. .
Gas Transmission.
Gias Distributior...
Gas General...
Common_.....

Totat Salvage Reserves for Depreciation of
Usility Blant mService

Tolal Reseryes

Comman.
Total Reserve for Depreciation of
Utility Plantén Sereiee.. o

Retiremant Waork In Progress

10BAGE

Gas.......
Commen.

Total 0808 RWIP.......................

[08g01

Electne. ... RUTTOTOIOU [T
Gas.......
Commen,

Total 108901 RWIP... ...,
Tewl RWIP. ...

YeartoDate ...

Amortization
Elecine..
Gas....
Comemon,...

Total Reserve for Amortezation of

Utitity Plast n Servige.....ooooenc

‘Total Reserve for Depreciation and
Amaortizatzon - Utility Plant :n Service. ...

Uility Plam a2 Original Cost Lass
Reserve for Depreciztion and Amentization. ...

Louisyille Gasar.  _ctric Company

Summary of Uellity Plant - Reserve for Deprecintlon of Utillty Plant

Fehruary 29, 2008
Met Balance Transter! RWIP Costof Other
First of Year Actrualy Renrements Adiusiment Transfers Qut Removal Salvage Credits Balanee 1o Date
{1,378,260,021.25) {14,093,836.20) 1,075,240.00 (1,391,278,647 45)
2,307,905.06) (27,814.62} - 2.135,019.68)
{E6,818.08) {B2.49) {14,960.52)
{1£4,837.08) {36292} (§15,400.00)
{2.336.94) {29.52) (2,366,461
{§2,367.53) {60.94} . (12,428.4T
{155,253,439.88} {1,91523¢.41} 204377 {157,760,635.52)
{401,123.53) (£.513.88) - {402,637.41)
{19,162.71) 2.18) {19,165.89)
(1.165.28) {5.72) {1,171.60)
{62,470,548.01) (1,067,280.29) {63,537.837.30)
{1,599,355,725.55) (17.105,736.52) 1,077.253.77 (1,615,388, 208,70}
{52,156,645.28} {969,869 .84} 397,185.53 {103,285.00) {52.882,505.59}
356,090.84 - - - 356,096.84
{2,090,919.891 . . (2,050,919.89}
(16,955,752.03} {186,559 46} 11,322.23 {17,131.029.26}
{136,112,169.74} {1.036,963.1%) 77,403.37 {137.661,729.56)
§12,862.90 377496 1£6,637.84
47,228.50 {37,704.40) 9,524.1a
{2,748,634.29) {17,331.04) - : (2,765,965.33)
(51,376,946, 18} {769,623.06) 983,633.80 (462.361 (51,162,806.34)
160,825.93 721194 - : 158,037 87
{186,487.95) {11,203.35) (197,691.31)
(260,020,557.20} {3,007,709.98) 1.419,653.53 {103,747.36) {262,612,350.61}
(1,5B7,460,819.74} {16,301,343.57) 107524000 436,020.:3 (193.285.00} {1.602,354,218.18}
(240,161,252.16) (2,733,604.57) 2,643.77 $983,6331.80 {462 36} {211,909,641.52)
$62,658,201.25) (£,078,498.36) - {63,736,692.61)
{1,860,280,273.15) {20,113,446.50) 1,.077,253.77 1,419,653.93 {103,747.36} {1.878,600,559.21)
1,447,528.21 14,706 85 {24,753.5%) 1.440,485.53
108,221.49 (1,189.88} . j07,035.61
(17535 . (175.35)
1,555,574.35 13,516.97 (21.753.52) 1,.547,337.80
12,353,182.04 (403,254.16) 734,893.63 (17,635.66) (233,415.62) 12,433,770.29
3.B87,367.55 (926,169 .44} 234,367.61 - . 3,195,565.72
150,065.656 > (69,907.6%) {25,897.00} 94,260.97
16,430,615.35 (1,329,423 54) 899,351.55 {43,532.66} {233,415.62} 15,723,396 98
17,586,185.60 (1,315,906.5T) 877,600.03 {43,532 66} {233,415.62) 17.270,934.78
(1,842,294 0B.55) (20,113,446 50) 1,077,253 11 (1,315,806.5M 2,297,253.95 (147,280.02) (233415621 (1,860.729,624 53)

(10C.08) {16000
(800.00) - (860.00)
(17,552,729.72) {844,873.32) (18,397.601.08)
(17,53,629.71} {844,871.32) {18,398,563.04)

{1,859,847,713.27}

(20,958,319.82}

1,677,253.77 {1,315,806.57)

1,397,251.96

{147,280.02) 233,415.62)  (1,879,128127.57}

2,459,278,477.91

2,473,096457.76
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LOUISVILLE GAS AND ELECTRIC COMPANY

Financial Reports

January 31, 2008

Prepared by Regulatory Accounting and Reporting



Electnic Operating Revenues
Gas Operating Revenues........ccooovvviiuncare s

Total Operating REVEBUES.....ooiiiriaiianinn e

Fuel for Electric Generatlon...ooooveaviarcrrnnrnnenearns
Power PUrchased....coooveeerceeneeirenae e s vecamacerrm e eaenn s
Gas Supply Expenses.......
Other Operation Expenses...
MAmIENAnCe. oo crens
Depreciation.... rremteeeanes
Amortization Exaense .
Regulatory Credits. ..o ee e
Taxes
Federal Income...
State Income... -
Deferred Federai Iﬁcﬂme th
Deferred State fncome - Net....
Federal Income - Estimated.........cocoieeiinninnimnnns
State Income - Estimated. oo coinniirnn e
Praperty and Other...
Investment Tax Credu
Amortization of inves%meni Tax Credu ....................
Gair from Disposition of Allowances
Accretion Expense.........cooo

Total Operating EXpenSeSa .. vrmeiciaairnrsssmnsm

Net Operating INeome. e
Other income Less Deductions....ooovvaveavcnencens

Income Before Interest Charges...o. oo e
Interest on Long Term Deblo i
Amortization of Debt Expense - Neto.....ooniin
Other Interest EXPeOSES. vureooee e eeranereirssiviminmes,

Total Interest Charges. .o vervimcee e vrrr e sacieen

NEt HICOME. . oiinier e ee v cacrr et s e e

Preferred Dividend Requirements.....oooovieeenniien

Earmings Available for Common..........o..ooeeeiiiinin

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JANUARY 31, 2008
CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
80,090,309.08 80,076,424.95 13,884.13 0.02
81,613,619.44 61,761,565.53 19,852 .053.91 3214
161,703,928.52 141,837,990.48 16,865,938.04 14.0%
28,814,020.46 26,815,791.62 1,998,228.84 7.45
9,734,369.57 11,695,038.57 (1,960,665.00) {16.77)
66,356,969.85 48,709,870.56 17.647,09%.29 36.23
15.939,137.21 13,965,100.03 1.974,037.18 14.14
6,036,479.12 4,512,232.40 1,524,246,72 33.78
10,108,110.89 9,707.161.83 400,949.06 4.13
427,101.23 489.,656.78 {62,555.55) (12.78)
(172,145.03) {147,125.67) (25,023.36) 17.01
6,293,522.52 6,926,062.47 (632,539.95) 9.13)
1,198,766.20 1,539,125.00 (340,358.80) {22.1D0
2,084,144.32 }.501.931.02 i82,213.30 9.58
(322,577.00) (329,242.001 6,665.00 2.0y
157,463.21 148,341.13 9,[22.08 6.13
146,655,358.53 125,933,942.74 20,721,414.81 16.45
15,048,569.97 15.504,046.74 (855.476.77Y {5.38)
(752,027.40) £1,359,860.27) 647,932.87 (46.28)
14,296,542.57 14,504,086.47 (207,543.90) {1.43)
4009,530.84 1,915.649.38 1.093.881.46 3752
120,887.42 115,190.06 i,697.36 P42
430,284.73 346,433.08 83,851.65 24.20
4,560,702.99 3,381.272.52 1,179,430.47 34.88
9,735,830.58 14,122,813.95 {1,386,974.37) (12.47
- 297,946,535 {297,946.55) (100.00)
9,735.839.58 10.824,867.40 (1,089,027.87) £10.06)




Electric Operating Revenues............ooiiiininannen
Gas Operating Revenues.......ooovrere e e

Total Operating Revenues..........ooiiiinieimnn

Fuel for Electric Generation....coovoocveerieiiiniciieininns
Power Purchased........coeeeee
Gas Supply Expenses...
Other Operation Expenses..
MaIMEBANCE ot eviriarrecrinniiniorr s s v g e e ans
DepTecialionN. s arr e er eeenen
Amortrzation Expense.
Regulatory Credits......oooooee i
Taxes
Federal InCome. ... eeeeen ittt riesa s e e
State ICome. .oy nrniaiin
Deferred Federal Income - Net... e
Deferred State Income - Neboeveeoricciinn
Federal Income - Estimated...............cooniiiiiiiinnnn
State Income - Estimated......
Property and Oen..om s
Investment Tax Credit.....ovieccmieeeencannn
Amortization of Investment Tax Credit
Gain from Disposition of Allowances........
Aceretion EXPense. ...oovniiirmmirnrier e e e,

Total Operating EXpEnses........cooooeveiiiinninnann.

Net Operating Income. ... e
Other fncome Less Deductions..........coooviiiiiiiinnn

Income Before Interest Charges........ooooeiiieanis
Interest on Long Term Debt...ooon
Amortization of Debt Expense - Netooonnnie
Cther Interest EXPeNSEs.....ocoiinrvviirnrarnarn e

Total Interest Charges.....vvmverreriine e

NELINCOME. .ot iers e

Preferred Dividend Requirements....oooviviin i

Earnings Available for Common.................cooiinie

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JANUARY 31, 2008
YEAR TO DATE
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT Y
80,090,309.08 80,076,424.95 13,884.13 0.02
81,613,619.44 61,761,565.53 19,852,052.91 32.14
161,703,928.52 141,837,590.48 19,865,938.04 i4.01
28,814,020.46 26,815,791.62 £,998,228.84 7.45
9,734,365.57 11,695,038.57 (1,960.669.00) (16.77)
66,356,969.85 48,709,870.56 17,647,099.29 36.23
15,939,137.21 13,965,100.03 1,974,037.18 14.14
6,036,479.12 4,512,232.40 1,524,246.72 33.78
10,108,110.89 9,707,161.83 400,949.06 4.13
427,101.23 489,656.78 (62,555.35) {12.78)
(£72,149.03} {147,125.67) (25.023.36) 17.01
6,293,522.52 6,926,062.47 (632,539.95) (8.13
1,198,766.20 1,539,125.00 (340,358.80 (22,10
2,084,144.32 1,901,931.02 182,213.30 9.58
(322, 577.00) (329.242.00) 6,6635.00 (2.02)
157,463.21 148,341.13 9,122.08 6.15
[146,655,358.55 125,933,943.74 20,721,414.81 16.45
15,048,569,97 15,904,046.74 (855,476.7T) {5.38)
{752,027.40) {1,389,860.27) 647,932.87 (46.28)
14,296,542.57 14,504,086.47 (207,543.90) (140
4,009,530.84 2,915,649.38 1,093,881.46 37.52
120,887.42 119,190.06 1,657.36 .42
430,284.73 346,433.08 83.851.65 24.20
4,560,762.99 3.381,272.52 1,179.430.47 34.88
9,735,839.58 [1,122,813.95 (1,386,974.37} (12.47)
- 257,546,355 (297,946.55) {1006.00)
9,735,839.58 10,824,867.40 (1,089,027.82) (10.06)




Eleetric Operating Revenues
Gas Operating Revenues.,......oo.ooooiivenins

Totat Operating REVEMUES. ... cvarviveramees o

Fuel for Electric GEReralion. v rerereetieriarares
Power Perchased...ooveee.
Gas Supply Expenses.........
Other Operation Expenses.
WIRITENANCE. . overrarerresssecsrassire s e reann
DIEPTECIatiOn. .o rvrmrrrrresnesrsissrssassanes
Amortization EXpense......cveeaviaaneans
Regulatory Credits. ... ovviiriiiiiinnees
Taxes
Feeral ICOmMe. e e ver i vmremrrrrmremmnssssssist s aanea e
State NCOME. e e creceecsrirenens
Deferred Federal Income - Net..
Deferred State ncome - Neto.. i
Federal Income - Estimated...oooooiviemeens
State Income - Estinated. e
Property and Other.........
Investment Tax Credito e,
Amortization of Investment Tax Credit
Gain from Disposition of Allowances....
AcCretion EXpease.......cooorirressis i

“Total Qperating, EXpenses ..o

Net Operating Income. e
Cther income Less Deductions......ooooorvvviiniiines

Income Before Interess Charges....o.coovvviiiinins
interest on Long Term Debtoe i
Amortization of Debt Expense - Net......ooovnone
Other Iterest EXDERSES. ..o eecrsere s e s

Total Interest Charges......ovmeirereeeerarririarincnan e

NEE ICOMIE. oottt cememeesteniensirmssssremane e ean

preferred Dividend RequirementS.. oo ienioies

Earnings Availabie for Common ..o

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME
JANUARY 31, 2008

YEAR ENDED CURRENT MONTH

1,305,003,234.34

45,513,425.85

THIS YEAR LAST YEAR
AMOUNT AMOUNT

932,465,451.40 945,243,823.06

372,533,782.94 386,924,300.93

1,332,168,123.99

319,261,790.0t 295,596,793.88
80,376,379.11 111,862,687.74
271,239,318.42 286,721,668.04
175,126,693.37 186.481,200.32
84,066,239.57 78,927,865.44
119,974,013.73 117,977,608.98
6,137,406.68 5,886,914.50
(1.965,767.40} (2,259,515.92)
34,624,584.9% 62,654,793.56
7,620,508.53 11,361,38520
9,475,870.93 (7.024,761.20)
i,500,153.46 (1,213,123.50}
(632,539.95) 1,586,712.62
{340,358.80) 352,602.81
22,078,876,78 21,741,398.26
8,979,626.00 3,060,000.00
(3.944,235.94 (4.015,764.44)
(553,092.69) (1,004,606.07)
1,790,039.44 207247171
{,134,815,506.24 1,170,706.333.93
170,187,728.10 16§,461,790.06
(156,899.70) (2,579,068.61)
170.030,828.40 158,482,721.45

34,274,300.82

1,438,170.93 1,430,280.39
 4,082.840.77 4,898,633.88
51,034,437.55 40,603,215.09
118,996,390.85 117.879.506.36
643.689.69 3,713,696.48
118,352.701.16 1 14,165,809.88

MNCREASE OR DECREASE
AMOUNT %
(12,774,371.66) (1.35)
(14,390,317.99) {3.72)
(27,164,889.65) (2.04)
23,664,994.13 8.01
(31,486,308.63) (2815
(15,482,349.62) (5.40%
(£1,354,506.95) (609
5,138.374.13 6.51
1,996,404.75 i.69
250,492.18 4.26
293,748.52 (13.00)
{28,030,202.5TY (44,74}
(3,740.876.6T) (32.93)
16,500,632.13 (234.89)
2,713.276.96 (3223.66)
{3,219,252.5T (139.86)
(692,961.611 {196.53)
337,478.52 1.55
5.979,626.00 199.32
71,528.50 (.78
451,513.38 (44.94)
(282,432.27) {13.63)
(35,890,827.69} {3.07
8,725,938.04 5.40
2,822,168 91 (94.73)
11,548,106.95 7.29
11,239,125.03 32.79
7,890.54 0.55
{815,793.11) (16.65)
10,431,222 .46 25.69
1,116,884.49 0.95
(3.070.006.79 (82.67)
4,186,891.78 367




Balance at Beginning of Pericd

Add:

Net Income for Period
FIN 48 Adjustment

Deduct:

Adjustment to Retained Earnings

Preferred Dividends

$25 Par Value
5% SETEeS..vveranrrenne-
Without Par Value
Auction Rate...........
Preferred Dividends Accrued
$25 Par Value
3% Senes...............
Without Par Value
Auction Rate...........

Common Dividends

Balance at End of Perod

Common Stock Without Par Value

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

JANUARY 31, 2008
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR

689,961,350.20 639,104,729.77 689,961,390.20 639,104,729.77 649,929,597.17 ©30,763,787.29
9,735,839.58 11,122,813.95 9,735.839.58 11,122,813.95 118,996,390.85 117.879.506.36

- - - - 202,186.00 -

- - - - 3,787.254.55 -
- - - - 227,023.02 1,075,363.15
- - - - 416,666.67 2,038,333.33

- 89,613.23 - 89,613.23 - -

- 208,333.32 - 208,333.32 - -
- - - - 65,060,600.00 95,000,000.00
699,697.229.78 649,920,597.17 699,697.229.78 §49,929.587.17 699,697,229.78 649,929,597.17




ASSETS AND OTHER DEBITS

Uiility Plant

Utility Plant at Onginal Cost... .
{55 Reserves for Depm:m!mn & Amumzaizon

1 PO

Investments - At Cost

Ohio Valley Electnic Corporationi. i
Nonutility Property-Less Reserve....
Special Funds..
Othel i,

LI eee et eee e e e s e n e e e e

Current and Accrued Assets

Special Deposits
Temporary Cosh Investments. ...,
Accounts Reccivable-Less Reserve........
MNotes Receivable from Assoe, Companies.
Acconnts Receivable from Assoc Companies........
Materials & Supplies-At Average Cast

Fuel... .

Plant Mmenats &. O'[:lemtmg Supphes

Stores Expense.... .

Gas Stored Unéergmund
Allowance Inventory....
Prepayments.....
Miscellaneous Cerrent & Accmcé Asser.s ............

TOM L iiirirerenemsrssessssssrinees s vasr s e veas saseee s vearesraen

Defesred Debits and Other

Unamoriized Debt Expense
Unamortized Loss on Bonds....
Accumalated Deferred Income Taxes..own
Deferred Regulatory Assets
Other Deferred Debits.

T USSR

Total Assets and Other Debitso s

LOVISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF JANUARY 31, 2008 AND 2007

THIS YEAR

LAST YEAR

4,330,605,720.11

4,§29,016,621.17

£,865,211,322.60 1,775.,651,282.95
2,460,792.397.51 2,353 365,118.22
594,286.00 594,286.00
11,879.20 17,337.47
13,415,862.22 4,406,948.68

14,152,263.00

28,174,237.42

5,018,572.15

11,721,521.04
6,646,955.88
36,045.74
213,964,518.16

76,673.84

41,413,951.63

7.347,056.96
18,444,252.89
5,481.96
164,521.845.56

22,972,636.43

35,163,220.94

26,423,150.50 25,287,882.64
4,586,865.26 4,391,320.62
57.041,051.06 61,475,600.97
11,196.61 15,014.02
5,819,408.95 5,926,194.60
317.,603.42 1,035,311.88
368,058,942.06 347,585,819.47
9,863,944.05 8,097,990.84
19,013,529.44 19,538,137.03

53,847,060.03
151,236,126.53
22,363,742.91

54,991,015.58
163,718,015.21
35,108,765.60

256,318,342.96

281.453,924.26

3,113,343,919.95

2,987,423,654.10

LIABILITIES AND OTHER CREDITS

Capitatization

Comman SOtk e
Commaon Stock Expense.. .
Paid-Tn Caputal. ...
Other Comprehensive Income. ..o
Retained EammES v rceiecsssarescs v s ma e mnnan

Total Common EQUsty.....ou vy eam e

Preferred Stock

Poliution Control Bonds,....coooiveieniniianininnan.
Mandatory Redeemable Preferred Stock............
|.T Notes Payabie to Associated Companes........

Tetal CapatiZatiohem e evv v

Current and Accrued Linbilities

Long-Term Debt Duein I Year... e
ST Notes Payable to Assaciated Compamcs

Motes Payable to Assooiated Compames..
Notes Payable..........o
Accounts Payable
Accounts Payable to Associated Compames...........
Customer Depesits....
Taxes Accrued...
Interest Accrued...

Dividends Declared
ST Obligations Under Capital Leases...ommrine
Misc. Current & Accrued Liabilities

TOlAE v e e e e s s s aa e

Deferred Credits and Other

LT Otligations Under Capital Leases.........ooeen
Accumulated Defesred Income Taxes s,
Investment Tax Credit..
Regutatory Liabilities
{ustomer Advances for Csms:ruchon ........
Asset Retirement Obligations,.oovveeeaenn,
Other Deferred Credits........
Mise. Long-Term Liabilities.......
Accum Provision for Pos!-Rcuremenl Bcncf t5. ...

FOLAL e scvennt s nnre s s a st aer e aans

Total Linkilities and Other CreditS..evii i

THIS YEAR

LAST YEAR

425,170,424.09
(B35,888.64}

60,000,000.00
{15.778,594.00)

649,607,229.78

425,176,424.09
(835,888.64)

49,000,0060,0¢
{7.845.232.1%)

£49.929.597.17

i,168,253,171.23

£,106.418,900.43

- 70,424,594.03
574,304,000.00 574,304,000.00
- 18,750,000.00
410,000,000.00 225,000,000.00
2,152,557,1711.23 £,904,807.404 48
- 1,250,000.00

73,151,200.09 -
- 92,013,000.00
110,842,748.69 88,516,762.38
31,497,479.78 56,849,410.66
19,505,748.17 18,236,593.05
12,880,809.11 33,788,517.41
9.064,318.32 6,189,399.37
- 297,945.13

429,086.69

11,823,781.78

B.6i9,7i1.23

269,195,172.54 305.761,330.23
398,118,545.60 388.083.652.65
45,776,385.20 40,740,995.54
55,400,745.35 55,655,778.59
14,867,336.36 20,992,087.97
29,740,138.90 28,579.043.04
43,880,187.51 47,041,339.44
6,203,202.79 5,801.957.00

97,605,033.98

99.269,966.39

691,391,576.18

686,764,820.39

3,113,143.019.95

2,987,423,654.10




LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT

JANUARY 31, 2008
PERCENT OF TOTAL
AUTHORIZED ISSUED & QUTSTANDING CAPITAL &
SHARES SHARES AMOUNT S/T DEBT CAPITAL
Commeon Equnty
Cornmon Stock - Without Par. .. vvrcrcnsceaevscancnnnraconns 75,000,600 21,294,223 425.170,424.09
Common Stock EXPEnse....covcvieromminimmsrssrrsse v e sesnss (835,888.64)
Paid-In Capital. ..o e i 60,000,000.00
Other Comprehensive INCOME....ovivviirrrree e {15,778,594.00)
REtamEd EattliES.  vrerinerrerevereeereecrsnsrssrass sstasnsnenssararrmmssretsnses 699,697,229.78
Total COMUTION EQUILY ... ceecmesicrimsisissisinssmsnnss s aa s anaves 1,168,253,171.23 52.49 54.27
Long-Term Debt
Pollution Control Bonds Not Lirmsted
Jefferson County 2000 Series A 05/01/00 Pue 05/01/27 VAR%.. 25,000,000.00
Trimble County 2000 Series A 08/01/00 Due 08/01/30 VAR%.... $3,335,000.00
Jefferson County 2001 Series A 09/11/01 Due 09/01/27 VAR%.. 10,104,000.00
Jefferson County 2001 Senes A 03/06/01 Due 09/01726 VAR%.. 22,500,000.00
Trimble County 2001 Sertes A 03/06/01 Due 09/01/26 VAR%..... 27.500,000.00
Jefferson County 2001 Series B 03/22/01 Due 11/01/27 VAR%... 35,000,000.00
Trimble County 2001 Series B 03/22/0]1 Due 11/01/27 VAR%..... 35,000,000.00
Trimble County 2002 Series A 10/23/02 Due 10/01/32 VAR%..... 41,665.000.00
Louisville Metro 2003 Series A 11/20/03 Due 10/01/33 VAR%.... 128,000,000.00
Louisville Metro 2005 Series A 04/13/05 Due 02/01/35 VAR%.... 40,000,000.00
Louisville Metro 2007 Series A 04/26/07 Due 06/01/33 VAR%.... 31,000,000.00
Loutsville Metro 2007 Senies B 04/26/07 Due 06/01/33 VAR%.... 35,200,000.00
Trmble County 2007 Sentes A 04/26/07 Due 06/01/33 VAR%..... 60,000,000.00
Total Pollution Control Bonds......ivvvererevinsiiisisncca s sinnnaes 574,304,000.00 25.80 26.68
LT Notes Payable to Associated Compamies.........ocoeoveninnnnn, 410,000,000.00 18.42 19.05
Total Capitalization.....co.vcreririvscasesrnnnns 2,152,557,11.23 96.71 100.00
ST Notes Payable to Associated COmpanmies........v.ovvecmeeeciiinincanns 73,151,200.00 3.29
Totat Capitalization and Short-Term Debt..o 2,225,708,371.23 100.00



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE

JANUARY 31, 2008
BALANCE BALANCE AS SHOWN
ACCOUNT - SUBSIDIARY ACCOUNT SUBSIDIARY ACCOUNT  ON BALANCE SHEET
UTILITY PLANT
At Original Cost . T Lo e . 4.330.605,720 i1 4,330,005.726.11
Reserves for Degreeiation and Amnmz:nmn. o . . (1,869.213.322 60)
Electric. ... .. . Lo Lo {1,580.777.429 54}
Gas e o o o {207,407.189 04}
Ceomrnon .. .. . . . . . (63,047,973 07)
Amonization of Plant
Electric . e o (160.00)
Gas .. .. .. . e . . {800 00)
Common . . .. . . e . - (17.979.830 95)
INVESTMENTS - AT COST ... e e . 318174237 42
Nenutility Property. o T, . 75,234 56
Nonutility Property Reserve .. S e {63.360 36)
Chio Valiey Electric Corporation P . . o 594.286.00
Special Funds .. . . . S A 13,415,869.22
Prepaid Pengion . ‘ ‘ S G 14,152,203 0
CASH . - A, R, - 1172152100
JP Morgan Chase.. . S . 13,22635
BB&Y ... . . ... L . e e e 11.670 09
Baopk of America ... . e [ . . 8,959,949 51
Town apd Country Bank . e T : 22,617 917
US Rank oo S ‘ L . 2.626,898 24
Bedford Eoan and Dcpasu Bunk PR T 10000
Farmers Bank . e . . e e 10.000 0O
Meade County Bank .. . ... G . 77,058 85
OTHER SPECIAL DEPOSITS. .. ... . .. BT R 6.646,955 B8
Margin Account. . . o S e . 5,831,192 09
MANMarginCall ... .. ... . S e . 815,763.79
TEMPORARY CASH INVESTMENTS R ) . L 36,045 74
Other.... .. S T 36,045 74
ACCOUNTS RECEIVABLE - 1ESS RESERVE . ... .. . L 213.964,518 16
Working Funds C e e 21,280.00
Customers-Aclive.. . P C . 116,353,750 87
‘Wholesale Snles o IR R T 8,771,293 82
Transtnission Sales .. T . BT 251,431 36
Unbilled Revenues R IR T 68.666,000.60
Employee Computer Loans . .. .. ... . e 106,026.83
Damage Clpims. . .. o . o e ) 687,478 &2
RAR Settfements .. . . . o e 1,038,234 00
Officers snd Employees . . S . 996
Tax Refunds. ... . . A o L o o 1,860,522 77
IMEA e . P e PR . $214,685.03
IMPA.. S U TR 2,282,11307
Other..... . ... . P . . 13,060,088 80
Reserves for Uncollectible Accuunls
Utility Customers
Reserve.. . . . ‘ S G e (712.978.00)
Accrual FR . AT A {77,687 69}
Charged OfF. ... . ... . P o 316,051 38
Recoveries. . . ... . ... P P T o {238,363 69)
AR Miscellaneous . o . U {1,081,865.00)
LEM Reserve. . . A e {35.8066 12)
Interest and D:wécnds Rccewub]c . — e 43,73239
Rents Recejvable.. .. ... . . s . . . 438,653 56
ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES . .. . ... - 76,673 84
E.ON US Services/Kentucky Usilities.. ... .. ... e e 76.673 84
FUEL.. .. e 41,413,951 63
Coal l 077, 947 73 Tuns @ 536 55 MMB]”U 24 716 6} l 21 @ 159 03;! . . 39,402,873 83
Fuel 01230223 Gollons @ 224 39¢ . . - 516,607.08
Gas Pipeline 167, TITMCF@S891 .. . ... . 1,494,470 72



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE
JANUARY 31, 2008

ACCOUNT - SUBSIIMARY ACCOUNT

PLANT MATERIALS AND OPERATING SUPPLIES . ..
Regular Materinls and Supplics
Limestone 44.763 91 Tons @37 01

STORES EXPENSE .
Stores Expense Undls!nbu:ud o

GAS STORED UNDERGROUND - CURRENT

Gas St Underpround®7,904.807 MCF (34 73 psia) @ 57 22.

ALLOWANCE INVENTORY. .
Allowance Inventory

PREPAYMENIS . ..
Insurance. .. ...
Taxes. ..
Rights of Way .
Risk Management and Wurkcrs Compcnsatmn
Vehicle License . .
Other

MISCELLANEQUS CURRENT ASSETS
MisceHaneous Current Assels
Derivative Assel - Now-Hedging

UNAMORTIZED DEBT EXPENSE s
JefTerson County 2000 Series A duc May |, 2027 .

Trimble County 2080 Series A due Avg. 1,2030. . . .. ...

Jefferson County 2001 Sevies A due Sep 1, 2027 .
Jeiferson County 2001 Series A due Sep 1.2026.. . ..
Trimble County 2001 Series A due Sep. 1.2026. .. ...
Jefferson County 2001 Series B due Nov 1,2027 .

Trimble County 2001 Serics B due Nov. §,2027..... . ...

Trimble Counly 2002 Series A due Oct. §.2032.
Louisville Metro 2003 Series A due Oct 1, 2033
Louisville Metro 2005 Series A due Feb 1.2035
Louisvitle Metro 2007 Series A due Jun §, 2033
Louisville Metro 2607 Scries B due Jun 1, 2033
Trimbic County 2007 Series A due Jun 1.2033

UNAMORTIZED LOSS ON BONDS
Refinanced and Called Bonds

OTHER DEFERRED DEBITS

DEFERRED REGULATORY ASSETS
Asset Retirernem O%:l:gmmns
Electric . . . .
Gas. . .
Cummon .
Pension & Postremcmnm BLm:ﬁL‘i .
ECR Ash Hauling.
MISO Exit Fee

ACCUMULAIED DEFERRED INCOME TAXES. ... .. .
Fedeml
Elcctric.
State
Electric. ..
Gas

* Excludes:

BALANCE

BALANCE AS SHOWN

SUBSIDIARY ACCOUNT ON BALANCE SHEET

26.109,34G .12
31381038

4.5806,863 26

57.041,051 06

FE,196 61

3.161.663 14
808.07825
280,000 03

96.000 G0
B.0G6 36
1.471.661 17

3.834 01
313,769 41

460,018 49
861,240 99
38851500
183.45% 36
199,354 23
216,195 02

[ 216,228 67

908.608 48
301525141
988,946.40
629,972 90
592.546 04
1.203.407 06

19,013.329 44
22,363,742.91

19,093,836 13
5,235,451 85
2326117
105.983,623 .00
3.754937.96
13,139.016 40

37,726,117 7%
1.568,233.98

7.336.13683
1.216,511.43

3 MCF

Non-recovemble Base Gas 9.648,85500 7.880,000

Reeoverabie Base Gas

2.139.990.00 2,930,000

11,788.845.00 10,810,000

Tolal Assets and Other Debits.

26,423,150 50

4,586,863 26

37,041,051 06

11,196.61

5.819.408.95

317,603 42

9,863,944 43

19,013.529 44

22.363.742 91
151,230,126 53

53,847.000 83

3,113,343.819.95

3,113,343,919.95




LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

ACCOUNT - SUBSIDIARY ACCOUNT

COMMON EQUITY
CommenStock. ... ... e
Retained Earnings. . .
Common Stock Expense ... ... . ... ..
Paid-In Capital. ........... ... .
Other Comprehensive Income. . .

BONDS.. ) ST
Pol!utton Comrol Bonds

LT NOTES PAYABLE TO ASSOCIATED COMPANIES.

ST NOTES PAYABLE TO ASSOCIATED COMPANIES .

Money Pool Payable .

ACCOUNTS PAYABLE..
Regular... .
Salaries and Wages Accrued
Tax Collections - Payable .. ...................... .

ACCOUNTS PAYABLE TO ASSOQCIATED COMPANIES ... . .. ..o
E.ON US Services/Kentucky UNTIES .. .. o i i e

CUSTOMERS DEPOSITS .. . . e
TAXESACCRUED. . . ...
INTEREST ACCRUED ..

Jefferson C‘ountyz()DO SenesA duc May I 2027 ST P
Trimble County 2000 Series A due Aug 1,2030.. ... ... ... .

Jefferson County 2001 Series A due Sep. 1,2027... ... ... ... . .
Jefferson County 2001 Series Adue Sep 1,2026. ... . ... . ... .. .. ...
Trimble County 2001 Series A due Sep. 1,2026......... . ... ... ..

Jefferson County 2001 Series B due Nov. 1,2027 ... ... o
Trimble County 2001 Series Bdue Nov 1,2027. . ... ... ... ... ..
Trimble County 2002 Series A due Oct. 1,2032.. . . ... ... o L
Louisville Metro 2003 Series Adue Oct. 1, 2033 L o o
Louisville Metro 2005 Serfes A due Feb 1, 2035 . o o
Louisville Metro 2007 Series A due Jun. 1, 2033 . .. .. .. ... e
Louisville Metro 2007 Series Bdue Jun. 1, 2033 . .. e e
Trimble County 2007 Series A due Jun. 1,2033. . .. .. .. .. ..

Interest Rate Swaps.. . .................
Fidelia..
Customers' Deposits. .

5T OBLIGATIONS UNDER CAPITAL L.EASES. .

MISCELLANEQUS CURRENT AND ACCRUED LIABILITIES ..
Customer Overpayments. ... ... ..o

UK Emission Research Grant. .

Vacation Pay Accrued... . e
Derivative Liability - Non Hedgmg
Postretirement Benefits - Current. ... ... ...
Other.. .. ... ..

JANUARY 31, 2008

BALANCE

BALANCE AS SHOWN

SUBSIDIARY ACCOUNT ON BALANCE SHEET

425,170,424 09
699,697,229 78

(835,888 64)

60,000,000.00

(15,778,594 00)

574,304,000 00
410,000,000.00

73,151,200.00

105,526,881 08
3,555,709 87
1,760,157 74

31,487,479.78
19,305,748.17
12,880,809.11

39,062.50
18,065.19
3,494 29
114,867.37
140,393.43
179,792 35
179,792 66
10,245.48
227,555 55
15,111.14
28,631.97
32,511.14
459,999 98
213,013 28
6,597,675 51
804,106 48

429,086 69

2,757,935.22
250,000 00
4,682,762.12
695,938.82
3,061,335.00
375,806.62

1,168,253,171.23

574,304,000 G0

410,000,000 00
73,151,200.00

110,842,748.69

31,497,479.78

19,505,748.17
12,880,809 11
9,064,318.32

429,086 69
11,823,781.78



LOUVISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

JANUARY 31, 2008
BALANCE BALANCE AS SHOWN
ACCOUNT - SUBSIDIARY ACCOUNT SUBSIDIARY ACCOUNT ON BALANCE SHEET
LT OBLIGATIONS UNDER CAPITAL LEASES. ... 0.00 000
CUSTOMERS' ADVANCES FOR CONSTRUCTION ... .. 14,867,336 36
Line Extensions
Electric .. ... 799,072 49
GaS. o 8,325,995 68
Customer Advances-Arena . ................ ... 5,742,268 19
ASSET RETIREMENT OBLIGATIONS 29,740,138 80
Blectrie ... .......... .. 21,903,519 12
Gas. ... . 7,810,791 59
Common. U 25,828.19
OTHER DEFERRED CREDITS 43,880,187 91 43,880,187.91
REGULATORY LIABILITIES .. . 55,400,745 35
Asset Retirement Obligations
Electric. ... 227,590.10
Gas .. .. ... ... 114,791.50
Deferred Taxes
Federal
BIOITIC o ot o e e e e e e s 26,900,418.75
GaS.. o 1,984,311 50
State
Blectric . ... 18,695,556.00
Gas.. . 2,743,651 50
MISQ Schedule 1() Charges 4,734,426 00
INVESTMENT TAX CREDIT ... ... . 45,776,385 20
Job Development Credit
Electric. ... .. 12,662,097 25
Gas.. .. 1,134,661.95
Advanced Ceaf Credlt . e 11,879,626.00
ACCUMULATED DEFERRED INCOME TAXES.... . ... 398,118,545 69
Federal
BREOTIC o e e e e 289,426,453.33
IS o e e 51,049,674 87
COMEION o oo e e s i e (1.00)
State
B BOETIC, o o e ot e e e e e 49,370,709.43
GRS o o e e s e 8,271,709 06
MISCELLANEOQUS LONG-TERM LIABILITIES . . ... . e 6,203,202 79
Workers' Compensation 5,650,000.79
Uncertain Tax Positions. . . RS 553,202 00
ACCUMULATED PROVISION FOR BENEFITS. .. ... . ... 97,605,033 98
Pension Payable.... s 13,141,622 00
Postretirement Beneﬁts SFAS 106 e e e e 80,912,701 98
Post Employment Benefits Payable. ... ..o 3,762,588.00
Post Employment Medicare Subsidy.. . . ... .. ... .. {211,878 00)
Total Liabilities and Other Credits. ........ .. o 0 3,113,343,919,95 3,113,343,919.95

10




LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CASH FLOWS
JANUARY 31, 2008

i1

YEAR TO DATE
2008 2007
CASH FLOWS FROM QPERATING ACTIVITIES
INEE ITICOMIB. .- oot ot e e et m e ere i s et a2 e e mine i e e 9,735,839 58 11,122,813 95
Items not requiring (providing) cash currently:
DIEPTECIAtION . 1. vu cean e 10,108,110.89 9,707,161.83
ATROPHZAIEON . . o1 oo o caans s ases it cs1 s se a2 e i nemes cet et e saas s sasens et 1 427,101.23 489,656.78
Deferred INCOME TAKES ~ T18E ..o oiienrmeries e e v en st s s st st (1,684,866.00) 1,094,143.00
Tnvestment $ax Credit - TIBL oo e st e s e {322,577.00) (329,242.00)
(11512 SO OTUUDI TP URNSPY (2,368,895.59) 1,721,155.77
Change in receivables.... ... ... (24,693,539.75) (2,932,980 .45)
ChaNEE I IMVEIOTY. . ceocvrere e ios oo s or s oo oo 28,641,032.28 23,077,833.76
Change in allowance IRVEILOTY <o o i nmmmne s i, s s e e oo 262.86 38898
Change in payables and aCCTUEd EXPEIISES.... v oo e v oo e e (14,770,881 .47) (57,342,104 49)
Change in other Fegulatory B55EES... ..o oot oo s (208,077.25) (98,311.67)
Change in other regulatory Habilities ..ot oo o 285,207.73 285,207.73
Change in other deferred debits. . .o v 10,717,652.47 635,584.59
Change in other deferred credits ..o oo e 3,017,934 50 (4,236,695 85)
Other... s st e 6,973,872.57 4,660,368.11
Net cash prov1ded (used) by operating activifies... 25,858,177.05 {12,145,019.96)
CASH FLOWS FROM INVESTING ACTIVITIES
Gross additions to utility plant - construction expenditures. ... cowe e (10,417,843.76) {5,898,643.87)
Gross additions to common utility plant - construction expenditures. ................ (1,520,361.48) (90,089.51)
Change in 1ong-term MVESIMENES.. ... coomv oo oe s oo o ovemarissn e s son coonaro (1,566,648.87)
Change in restricted CaSHL. . worurma v oo iinsnoc e oo (1,420,823.94) (2,838,404.98)
Net cash provided (used) by investing activities. .. ..o oo ainin (13,359,029.18) (10,393,787.23)
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in short-term debl... - 24,189,000.00
Net increase in shori-term capltal lease obhgatlons 23,649.00 -
Net decrease in short-term debt... et s (5,090,000.00) -
Net decrease in long-term cap:tai Iease obhgatmns (23,649.00) -
Dividends on preferred stock .. e et - (906,341.11)
Net cash provided (used) by ﬁnaucing ACHVILIES. ..o eemeene e e inasne e (5,090,000.00) 23,282,658.89
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS. ... 7,/409,147.87 743,851.70
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD. ... 4,348,418.88 6,608,687.22
CASH AND CASH EQUIVALENTS AT END OF PERIOD. ... oot v 11,757,566.75 7,352,538.92




Interest on Long-Term Debt

Loan Agreement - Pell. Control Bonds
F992 Series A Variahle . e
1992 Series A Variable TC..
1993 Series A Vanable Rate...
1995 Ser1es A {5.90% ) e reirnea e
2000 Senes A Variable Rate..
2000 Sertes A Variable TC..ovr e s
200 Series A Variable Rate.....oooovrvnnieinns
2041 Seres A Variable Rate
2001 Series A Variabie Rate TC..oimnicens
2001 Series B Variabie RAte. . ririeeaesiininns
2001 Series B Variable Rate TC.
2002 Series A Variable Rate TC..oiieenenenes
2003 Series A Variable Rate. oo nreenen
2005 Senes A Varizble Rate...
1007 Senes A Variable Raten s
2007 Series B Variable Rate .ovevenris
2007 Series A Variable Rate (4.6%)..
Interest Rate Swaps.......covoeeeeeeenn

Notes/Tehentlres. o veveneane

TOM et it reereerenernermressersesrassbsatea s st m e et m e

Amortizatien of Debst Expense - Net
Arnoriizanon of Debt Expenst...mcciin
Amort. of Loss on Reacquired Debto i

Other Interest Charges
Customers' Deposits.... .
Federal Income Tax De!‘c:enctes
Other Tax Deficiencies..
Gas Refunds... .
Interest on Debt to Assucmted Cempames
Other Interest Expense.....ccccocoaennnnnt v

TOBE cvrseeeereeireessesressvacresrarnsrars s e s s st s e s e e annans

TOtal INLETESEur e coaaeaeremrermrsnssnse e e e e ansarasamins

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

JANUARY 31, 2008
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
- 97,393.97 - 97,393.97 253,088.44 {,107,615.61
- 185,490.41 - 185,490.41 484,632.30 2,108,794.47
- 108.821.04 - 108,821.04 284,064.06 £,248,346,30
83,506.94 81,805.56 83.506.94 81,805.56 939,583.32 B86,632.00
336,937.29 257.319.96 336,937.29 257,319.96 3,457,064.83 3,029,379.82
3731463 31,757.43 37.314.63 31,757.43 407,368.08 161,591.26
61,394.62 67,839.05 61,394.62 67.839.05 816,540.68 792,252.75
75,037.87 82,914.28 75.037.87 82.914.38 997,994.12 968,308.91
96,095.92 107,013.71 96,095.92 107,813,711 1,273,340.34 1,247,332.89
96,095.92 107.0i3.71 96,095.92 107,013.71 1,271,351.60 1,247,332.88
167,073.25 127.522.30 167,073.23 127,522.30 1,658,943.96 1,463,867.22
454,222.23 412,622.22 454,222.23 412,622.22 4,811,786.71 4,468,853.33
121,388.90 121,544.44 121,388.90 i21,544.44 1,458,683.35 1,368,794.39

106,519.44 . 106.519.44 - 895,832.85 -

117,822.22 - 117.822.22 - 1,018,326.24 -

222,333.33 - 222,333.31 . 2,108,333.37 -
2i3,013.29 116,799.51 2§3.0013.2% 116,799.51 1,688,935.08 1,827,099.89

. - - - 3.436,255.41 -
1.820,774.99 911.875.01 (,820,774.9% 911,875.01 18,002,625.54 10,942,560.12
- 97.916.68 - 57.916.68 248,055.57 1,205,598.98
4,009,530.84 2,915,049.38 4,009,530.84 2,915,649.38 45,513,425.85 34,274,300.82
14,186.08 31405402 34,186.08 34,054.02 401,199.68 408,648.24
26,70H,34 85,136.04 86,701.24 85,136.04 1,036,971.25 1,021,632.15
120,887.42 119,190.06 120,887.42 119,190.06 {,438,170.93 1,430,28G.39
86,300.07 79,707.14 26,500.07 79,707.14 97583331 908,704.09
- - - - (£,058,734.31} 2,344,010.99

. - - - 186.30 -
- 473,76 - 475.76 1.971.88 2.854.56
343,784.66 266,250.18 343,784.66 266,250.18 4,155,007.53 1,643,064.24

- - - - 8,581.56 -
430,284.73 346,433.08 430,284.73 346,433.08 4,082,840.77 4.898,631.88
4,560,702.99 3381,272.52 4,560,702.99 3,381,272.52 51,034,437.55 49.603,215.09




LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

JANUARY 31, 2068
Current Month Year To Date
Kind of Taxes This Year Last Year This Year Last Year
Taxes Charged to Accounts 408.1 and 409.1
Property TaKES. i n s ssrnssasnees 1,352,184.77 {,180,774.00 1,352,184.77 $,180,774.00
UnemploymEnt. ... i ssssssscsasenes 4,585.64 17,128.42 4,589.64 17,128.42
FICA o it e e e crrare e 559,517.88 545322.65 559,517.88 545322.65
Public Service Commussion Feeo.o v vnimrnneenccenee 161.615.66 158,705.95 161,615.66 158,705.95
Federal INCOME. ... vieriresreaeer s ercremarmssssssrrssaaseanssnes 6,293,522.52 6,926,062.47 6,293,522.52 6.926,062.47
BEALE INCOMIE e eteeerv e v e s rsressrnscasser e raasarssranres 1,198,766.20 1.539,125.00 {,198,766.20 1,536,125.00
MISCEIANEOUS...vievererrerersrasrairecsrrresrasmessesesuraseassesssnans 6,236.37 - 6,236.37 -
Total Charged to Operating Expense........... 9,576,433.04 10,367,118.49 9.576,433.04 10,367,118.49
Taxes Charged to Other Accounts............ooeunns 217,593.87 181,997.39 217,593.87 181,597.39
Taxes Accrued on Intercompany Accounts......... {177,521.14) (210,330.54) {177,521.14) {210,330.54)
Total Taxes Charged.....cccvvvrvninncenines 9.616,505.77 10,338,785.34 9,616,505.77 10,338,785.34
ANALYSIS OF TAXES ACCRUED - ACCOUNT 236
Taxes Accrued Accruals Payments Taxes Accrued
At Beginning To Date To Date At End
Kind of Taxes Of Year This Year This Year Of Month
Property Taxes. ..o 9.962,060.51 1,372,083.00 2587358 11,308,269.93
State Unemployment. ... i erean s 21,016.80 {,438.13 1,05542 21,399.51
Federal Unemployment.......coeicmnnvsrconmnsrinnesens 32,531.25 (2,260.88) 809.45 29.460.92
FICA oot tecnsin e nsnsen v sessrssssansanerssasnens 618,958.69 499.626.43 396,440.55 722,144 .57
Federal INCOME...iiiiierrarimssarsirsirrssssessmreesaansencs (6,107.469.91) 6.301,673.26 - 194,203.35
StAte INCOMB. .o eeeeniccreriveneerrsnsee e mtrmermesssassstssrsasesess (832,671.91) 1,200,318.71 - 367,646.80
Kentucky Sales and Use Tax.......o.coocvvivniiinnnn, 527.167.51 243.615.12 528,485.23 242.,297.40
MISCE JATIBOUS. oo es st isverrerceemserresrnsreecessassrasarsansnns (0.00) 12.00 462537 (4,613.37)
TS e ciececrncrerrss v e erere e sme e e emene e s sassas 4.221,592.94 9.616,505.77 957,289.60 12,880,809.11
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UTILITY PLANT IN SERVICE

Electric
Intangible. .. ....ooooii
Steam Produchion.....cooovvieiiicveiiniiinieeens

Gas
Intangible.....ooii e
Natural Gas Storage Plant Underground.........
U £ 111500155 Lo ) 1 T S
Distribution. ..o

General. ..o
Gas Stored Underground Non-Current...........

Total Gas....ccoviiiiiiiiiiirreraiiaieinraranreanens
Common

Intangible.......oooiii
General . oo e

Total Common. v e aiaeaaaes
Total Plant in Service......ocvveviveeceeaaae,

Construction Work In Progress

LOUISVILLE GAS AND ELECTRIC COMPANY

SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

JANUARY 31,2008

NET BALANCE TRANSFERS/ BALANCE

FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS  NET ADDITIONS TO DATE
2,340.29 . . - . 2,340.29
1,957.341,584.73 3,642.439.50 (1,055,078.98) - 2,587,360.52 1,959.928,945.25
29,738,481.51 . : - . 29,738 48151
225,593,229.05 - - - - 225,593,229.05
254,545 ,457.73 0.01 - - 0.01 254,545 457.74
762.409.,249.99 4,859.112.28 (3.597.33) - 4,855,514.95 767.264,764.94
16,648,246.38 . - - . 16,648,246.38
3,246,278.589 68 8.501,551.79 (1,058,676.31) . 7,442 .875.48 3.253,721.465.16
{,187.49 . - - . 1,187.49
62.254,077.12 - - - - 62,254,077.12
12,901,908.09 - - - - 12,901,508.09
464,243,423.53 7.935,122.16 - - 7.935,122.16 472,178,545.69
9,033,095.77 ; - - . 9,033,095.77
2,139,990.00 . - - - 2.139,990.00
550,573.682.00 7.935,122.16 - - 7.935.122.16 558,508.804.16
28,321,223.19 128,437.37 . ; 128,437.37 28,449,660.56
(49,510.912.37 493,502.74 . . 493,502.74 150,004,415.11
177.832,135.56 621,940.11 - . 621.940.11 178.454.075.67
3,974,684,407.24 17,058,614.06 (1,058,676.31) - 15.999.937.75 3,990,684,344.99
253,332,706.20 173.475.16 . . 173,475.16 253,506,181.36
62,549,383.39 (6,192.305.35) . . (6,192.305.35) 56,357.078.04
28,559,694.35 898.421.37 . . 898.421.37 29.458,115.72
344.441,783.94 (5,120,408.82) - - (5,120,408.82) 339,321,375.12
4,319.126,191.18 11,938,205.24 (1,058,676.31) - 10,879,528.93 4,330,005,720.11
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RESERVE FOR DEPRECIATION OF UTILITY
1He Reserves

Electric...
Electric - ARO St:am
Electric - ARQ Hvdm....
Electric - ARQ Other Production..
Electnc - ARC Transmission.
Blecine - ARO Distribution
Cias - ARO Underground Storage. ..

Gag - ARO Distributon.............

Cemmon - ARG,

Totnl Life Reserves For Deprecisiton OF
Utility Plant In Service. . .

Salvage Reserves
Steam Production .
Hydro Production:
Other Production.
Transtrission. ..
Bistribution
Bistritwatson Genesal.........
Gas Stored Underground...
Gas Transiission.
Gas Distribution...
Gas General.
Common. ..

Tatal Sah'age Reserves For D:pr::muon of
Utiity Plant in Servige.. -

Total Reserves

Corenon. ..
Totad Reserve For Depreqation GF
Utility Plamt in Service oo e

Hetiremant Work In Progress

108301
Electne oo
Gas......-
Commar...

TFotal 108001 RWIP.................... [

LOBYCL

Eleatig. ..
Common. .

Total TORBQIRWIP. .. [P
Total RWIP. .. [URESE

YT ACHVIY. oo e

Amortization

Total Reserve For Amertization Gf

Utitty Plast Ir Service....

Toral Reserve For Depreciation and
Amomizaton - Utility Piant In Service............

Whility Plant at Origmai Cost Less
Reserve For Degrecinton and Amonization.. .

LOUISVILLE GAS AM. CTRIC COMPANY
SUMMARY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PLANT

JANUARY 31,2008
NET BALANCE TRANSFER/ RWIP COST OF OTHER BALANCE
FIRST OF YEAR ACCRUALS RETIREMENTS ADIUSTMENT _ _TRANSFERS QUT REMOVAL SALVAGE CREDITS TO DATE
{1,378,269,628.25) {1.1063,278.75) 1,058,676.33 {1,384,304,623.69)
{2,207,505.66) (13,557.03) {2,221.462.65)
{16,258.08) (41.27) {16,859.30)
{114,837.08) (281.48) {115,118.54}
(2.336.59) {14.75} (2.351.6%
(12367.53) (30.5%) (12,398.00}
(155,853,430.88) (982,703.29) {156,836,143.1T)
(401,123.5% (75694 (401,880.47)
(19.162.71) {1.69) {19,163.50)
{1,165.28) (2.36) . {1,168.14)
(62,470,548.01) {544,361.50) - (63,014,909.53)
(£,599,359,725.95) {8,645,025.38) 1,058,676.31 (1.666,946,079.62)
(52,156,645.28) (484,731.09) 347,294.53 (103,285.901 (52,397,366.84)
356,090.84 : . - 356,090.84
(2,020,919.85) - {2,090,919.29)
(16,955,752.09) (93,281.91) - (£7,049,033.4)
(136,112,169.74) (511,666.27) 77.402.37 (136,546,432.64)
142,862.50 1,886,10 114,749.00
47,228.50 {i8,852.20) 28,376.30
{2,748,634.29) {8,665.521 : . (2,757.268.81}
(51,376,946.18} {383,116.51) 9B1,404.25 (462,36} {50,779,126.80)
190,525.93 3,605.97 . . . . 194.431.90
(186.487.95} {5.570.42) . : - (192,058.28)
{260,920,547.20} {1,500,391.85) 1,406,102.15 {193,747.36} {261,118,584.26)
{1,587.460,815.74} (8,204,996.85) 1,058,676.31 424.697.90 {103,285.00} (1,594,285,727.38)
(210,161,252.16) (1,390.482.58) 9§¢,404.25 {462.36} {210,570,759.85)
{63,658,201.25) {549,534.80) (63,20%,136.05)
(1,860,280,273.15} {10,145,421.73) 1,058,676.31 1,466,102.15 {103,747.36} (L.868,064,663 28)
1,447,528 21 14,106 85 (21,753.52) 1,449,484 .54
108,221.49 (1,189.88) . 167,033 61
(17535 . (175.35)
1,555,574.35 13,516.97 (21,753.52) 1,547,337.80
12,353,182.04 {390,112.55) 318,648.35 (11,9327 (204,968 443 12,067,816.3C
3,987,367.55 {925,758.81) 94,570.46 . . 3,056,579.20
190,065.66 . (3,830.33} (25,857.00) 166,336.33
16,430,615.25 (1,315,871.76) 409,788.48 (37,829.70) (201,968.49) 15,284,733 83
17,986,189.60 (1,302,354.79} 388,034.96 {37,829.70} (201,968.34) 16,832,071.63
(1,842,294,083.55) {10,145,431.23) 1.058,676.31 {1,302,354.791 1,794,137.11 (141,577.06) (201,968.44)  (1,851.232,591.65)
(100.00) {109.60)
(800.06) . {£00.60)
(17,552,729.72) (427,101.23) (§7,979830.95)
{17353.629.7) (42730123} - - : . - {17.980,730.93)
(1,859,847,713.27) (10,572,522.46} 1,058,676.31 {1,302,354.79) 1,794,137.11 (141,577.06) (201,968.443  {1,869,213.322.60)

2,459,278,477.91

2.460.792,397.51
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LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF NCOME

DECEMBER 31, 2087
CURRENT MONTH
THIS YEAR i AST YEAR MNCREASE OR DECREASE
__AMOUNT ___AMOUNT _ __AMOUNT B
Flectric Opemating, REVERUES cosveaemranenrr st iss 200 81,888,072.91 %1.667,927.68 (17983477 (.94}
Gias Operaling Revenues.....o.oeeereers et 56,830,963.72 49,122,909.35 +708,034.37 1569
Total Operating REVERUES.cooeoeesmennmemmmemses st 138,719.036.62 131,790,8371.03 5,928,199.60 5.20
Fuel for Eleciric BT L (PRI RTLEEC L L 27142199773 24.320,699.41 3.102,298.32 i2.76
Power Purchased. e 8.949,954.84 §.303,045.91 £46,908.93 7.79
Gas Supply EXpenses..c..- 43,037,893.22 43,329,126.60 9,708.766.62 29.13
Other Operation Expenses.. 17,161,942.33 18.746,246.80 {1,584,304.47 (8.45)
MUTLEIANCE o arseerrenemsses 9,131,561.74 4,735.815.73 365,745.99 4.33
Depreciation.. e 10,177,373.32 10,292,756.46 (115.383.14) (.12}
Amortizatton Expense... e evsea s 470,973.77 480,244.93 {9.271.16} (1.93)
Reguiatory F - JUUTUNUNUIPEPRSL e {163,026.95) (585,341.88) 422,314.93 (72.19)
Taxes
Fedaral IMEOME oroovenee 1,399.696.49 17.479,987.89 (26.{)80,291«4(}] {91.99)
SHAE IO o arrer o ccrorssrsssssresaesteses 110,070.8% 4,795,719.96 (2.685,649.15) (96.06)
Deferred Federal Income - N vvanemennsmerearasensess 6,847.487.01 (4.709,305.53) 11,556,792.54 (245.40)
Deferred State Tacome - fa [ S— 792,413.52 {760,117.12) 1,552,530.64 (204.25)
Federal Income - Egtnatet . coesrereaenerre (5.058.803.10) (8.258,712.06) 3,199,508.96 (38.7%)
State Income - T L P SPPRL LU (963,581.54% (1.835,269.34\ §71,687.80 {47.50}
Property and Other..ooe £63,060.04 2,055,155.45 (§,392.{)95.41) (67.74)
Tnvestment Tax Lo i, SURUIRRRRSSI Ll St 200,000.00 3,000,000.00 (2,3{}0,00(}.00\ (93.33}
Amortization of Invesunent Tax Credit,eeeem e {323,017.09 (32373527 742.18 023
Guin from Disposition Of ATIOWARTES . corererssesresses - . - -
ACCTENON EXPEMSE.oocsrossrusmsenresstorrs s e 148,341.13 543,386.73 {395,045 .60} (7210
Tota) Operating o NSRRI R 12302052331.17 113.609,680.69 6.393,656.38 5,63
Net Operating TREOMAG sreces raae o sansammasanmmssssnisssss? 18,713.699.36 18,181,156.34 532,543.02 2.93
Qther Income Less DEAUEIIONS.  voeverermemriseenien s g553,717.58) 104,138.27 (657.855.35) (631.71)
Income Befare fnterest f T DRI R Ly 18,159.981.78 18,283,294.61 (125.312.83) (0.69)
Interest on Long Term [T TUTUUIRRR PRSP E I 1,538,369.87 2.881,670.47 1,056,699.40 3667
Amartization of Debt Expense - Meto e 120,887.43 119,190.03 §,607.40 .42
Other lnterést Expcrzses 481,491.82 156,318,735 125,173.07 35.13
Total Interest CRATEES. ovemmersarree 4,540,749.12 3,357,179.23 1,183,569.87 35.25
R AT (-SSR 13,619,232.66 14,928,115.36 (1,308,882.70) (8.71
Preferred Dividend REQUITEMENL . covurarenssersmest s - 302,113.24 (302,113.24) (100.00)
Farnings Avaifable for COMMON.c e 13,619,232.66 14,626.002.12 {1 1096,769.46) 56.83}




Electric Operating Revenues.....o.oooweaeern R
(as Operaung Revenues....... PR

Tatal Qperating REVEAUES. ..vremoevemsrrssiviamsmrmeees

Fuel for Electiic GERerBtion. e oo rermm e eerssssreees
Power Parchasedi
Gas Supply Expenses........
Other Operation EXPERSES..ovvrsvisssmsnes
MAIIENEHCE. oo rraneees
DEpreciatinn. e eeresesrssmssrinesst
ATOMIZAtON EXPENSE. omrveiseee oo
Regulatory Credits.. .o
Taxes
federal Income...
State Income...
Deferred cheral Inceme Net
Deferred State Income - Neto e
Federal Income - Estimated.....

State Income - Estumated.....
Property and Other...
Investment Tax Cred:t .

Amortization of Invesimem Tax Cred:t
Gamn from Disposition of Allowances...
ACCTCHOR EXPERSE.,ocereererrmrrrrnnannsmsrispuas i

Total Operaling EXPENSES. oo ieiiunranrrrseme

Net Operating MEOME o vrsrrressmnss s
Other Income Less Deguetions......oorvnnirerenn

ncome Before Interest Charges....oeen
Interest on Long Termt Bebito e

Amartization of Debt Expense - Net .
Other Tnierest BXDESES .. orrmersserrsririsan s

Total Interest CRATEES. .oorvsimmmassmessnosrirssesses
NEL ITHCOMIC e ee v seraacn s s ot resrssessaass i Ty
Preferred Dividend Requirements...oov e

Eammgs Available for COMMON....coirnares

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

DECEMBER 31, 2087
YEAR TO DATE
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT b
932,455,567.27 941 660,528.56 (10,204 96120 (LO%Y
352,681,729.03 395,229.578.66 (42,547,849.63} (16.77)
1,285,137,296.30 {,337,890,107.22 (52,752,810.92) {3.94)
317,263,561.17 292,570,844.23 24.692,716.94 g.44
§2,337,048.11 113,833,624.61 (31,496,576.50} (27.67)
253,592,219.13 295,283,461.76 (41,691,242.63) (14.12)
173,152,656.19 180,841,464.35 (16,688,808.16) (8.7
B2,541,992.85 79,035,653.75 3,506,339.10 4.44
118,573,064.67 117.982,270.26 {,590,794.41 i.35
6,199,962.23 5,867,355.52 332,606,718 567
{1,940,744.04} (2,260.936.51) 320,192.47 (14.16)
34,624,584.99 62,654,793.56 (28,030,208.57) {44.74)
7.620,508.53 11,361,385.20 (3.740,876.67) (3253
9,475,870.93 (7.024,761.20} 16,500,632.13 (234.35Y
1,500,153.46 (1,213,123.50) 2,713,276.96 (223.66)
21,896,663.48 21,708,691.30 187,972.18 0.87
8,979,626.00 3,000,000.00 3.979,626.00 19932
{3,950,500.94) (4,021,661.44) 70,760.50 (1.76)
{553,092.69 (1,004,606.07) 451,513.38 {44.94)
1,780,917.36 2,058,041.59 (277,124.23} (13.47}
1,114,094.091 .43 1,179,672.497.41 (65,378,403.98) {5.56)
171,043,204.57 158,217,609.81 12,825,595.06 g.11
(804,832.57) (722,288.80) {82,543.77) 11.43
170,238,372.30 157.495321.01 12,743,051.29 8.09
44,419,544.39 34,124,703.13 10,294,841 .26 30.17
1,436,473.57 1,430,280.36 6,193.21 0.43
3,998.989.12 5,111,741.52 (1,112,752.40) {2177
49,855,007.08 40,666,725.01 5,188,282.07 22.59
120,383,365.22 116,828,596.00 3,554,769.22 3.04
941,636.24 3,705.364.67 {(2.763,728.43) {74.59)
119,441,728.98 113,123,231.33 6,318,497.63 5.59




LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME
DECEMBER 31, 2007

YEAR ENDED CURRENT MONTH

THIS YEAR 1AST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT Yo
Electric Operating Revenues...........ooovvinmnn 932,455,567.27 942,660,528.56 {10,204,961.2% (1.0
Gas Operating REVEIUES...oreoereerennienses s rarmsmsseanes 352.681.729.03 195,229,578.66 (42,547,849.63) (10.77}
Total Operating REVENUES . .....covvvvvrrrrromimrosninn §,285,137,296.30 1,337,890,107.22 (52,752,810.92) {3.94)
Fuel for Electiic Generalion.. e e ereveansanscosamsonsenes 317,263.561.17 292,570,844.23 24,692,716.94 2.44
POWET PUICHASEH. .oivvarrrvsrrresmcessisiacia s sarasag e ssissi §2,337.048.11 113,833,624.61 (31,496,576.50} (27.67TY
Gas Supply Expenses...... 253,592,219.13 295,283,461.76 (41,651,242.63) {14.12)
Other Operation Expenses.. 173,152,656.19 189,841,464.35 (16,688,808.16) (8.7
Mainlenance.......ov e 82,541,992.85 79,035,653.75 3,506,339.10 4.44
DEPrECIBLDML . ocerecorsseessssserssnsssnssrasaanarmsaress s 119,573.,064.67 117,982,270.26 1,590,794.41 i.35
AmoTlzation EXpense. ... e 6,199,962.23 5,867,355.52 332,606.71 5.67
Regulatory Credits.. .o oovan s (1,940,744.04} (2,260,936.51) 320,192.47 (14.16)
Taxes
Federal Income... 34,624,584.99 62,654,793.56 (28,030,208.57) (44.74)
State Income... v 7.620,508.53 11,361,385.20 (3,740,876.67) (32.9%)
Deferred chernl Income Net ........................ 9.475.870.93 (7,024,761.20) 16,500,632.13 (234.8%)
Deferred State ncome - Nelooooveeniieinninnenos i,500,153.46 (1,213,123.50} 2,713,276.96 {323.66)
Federal Income ~ Estimated.......o.cooooi i - - - -
State [ncome - Estimated...oeeeneaenenan - . - -
Property and Other...... 11,896,663.48 28,708,691.30 187.972.18 0.87
investment Tax Credit... 8,979,626.00 3.000,000.00 5,979,626.00 199.32
Amortezation of Invcstment Tax Cr{:du .................... (3,950,900.94) {4,021,661.44) 70.760.50 (1.76)
Gain from Disposition of Allowanees... (553.092.6%) (1.004,606.07) 451,513.38 (44.94)
ACCTENON EXPRNSE. . rvvarrrcaseraesseraessensonmarmsrmmncancns 1,780.917.36 2,058,041.59 {277,124.23) {13.47)
Total Operating EXPEnSeS .. verermmrmmrnrs i 1,114,094,091.43 1,179.672.497.41 (65,578.405.98) {5.56)
Net Operating Income... 171.043,204.87 158,217,609.81 12,825,585.06 811
Other Income Less Deduchuns ............................ (804,832.57) {722,288.80) (82,543.97) i1.43
income Before Interest Charges........o.ooovvirnvnrnnaes 170,228,372.30 157,495,321.01 12,743,051.26 8.09
Interest or Long Term Debto oo 44.419,544.39 34,124,703.13 10,294,841.26 3017
Amortization of Debt Expense - Net.........cooviiinns 1,436,473.57 1,430,280.36 6,193.21 0.43
Other Interest EXPERSES .coiviverrinsesrresrceseons s 3,008,089.12 5,111,741.52 (1,112,752.40) {2870
Total Interest CRATEES....vcereimeeermrarmrrerrmranssnsinsines 49,855,007.08 40,666,725.01 9,188.282.07 22.59
NELIICOMIB. . s eerias b eeseimmameenmsassriar e sneme s en o 120,383.365.22 116,828,596.00 3,554,769.22 3.04
Preferred Dividend RequirementS....ooviineannn 941,636.24 3,705.364.67 (2,763,728.43) (74.59)
Earmmngs Available for Common................ I, 119,441,728.98 113,123,231.33 6,318,497.65 5.5%




Balance at Beginmng of Penod

Add:

Credits from Income
FIN 48 Adjustment

Deduct:

Adjustment to Retained Earmings

Preferred Dividends

%25 Par Value

5% Senes.............
Without Par Value

Auction Rate
Preferred Dividends Accrued

$25 Par Value

5% Series.....oeenn...
Without Par Value
Auction Rate

Common Dividends

Commeon Stock Without Par Value

Balance at End of Period

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

DECEMBER 31, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR

676,342,157.54

624,478,727.65

639,104,729.77

G20,981.498.44

639,104,729.77

620,981 498.44

13,619,232.66 [4,928,115.36 120,383,365.22 116,828,596.00 120,383,365.22 116,828,596.00
202,186.00 202,186.00
. 3,787.254.55 3,787,254.55
316,636.25 1,075,364.65 316,636.25 1,075,364.65
624,999.99 2,630,000.02 624,599.99 2,630.000.02
- 89.613.23
- 212,500.04
- - 65,000,000.G0 95,000,000.00 65,000,000.00 95,000,060.00
689,961,390.20 639,104,729.77 689,961,390.20 639.104,729.77 689,961,390.20 639,104,729.77




ASSETS AND OTHER DEBITS

Utility Flant

Utiligy Plant at Onginal Cost... ..
Eess Reserves for Deprcc:nnon & Amamzmmn

Envestrents - Al Cost

Ohio Vailey Electric Corporation.....
Nonutility Property-Less Resarve.. -
Special FUNGS. e e ae e iaee
L0111 H——

Total..ernne.e.

Current and Accrucd Assets

Cash ererte it et a e by £s v e merannbd tae
Special Deposits
Temporary Cash fnvestments....ooes
Accounts Recetvable-Less Reserve. e
Naotes Receivable from Assec. Companmies.,
Accounts Receivable from Assoc Companies........
Materials & Supplies-Af Averape Cost
T OO SO SSPPP PP
Plant Matenials & Operating Supglies..
Stores Expense
Gas Stored Undergroand......
Allowanee INVERIONY. ..o viiiiini s rennene
Prepayments.... o .
Miscellaneous Currcnt & Accrued Assezs

Y T RSP UP PP PP

Deferred Debits ard Other

Unamortized Debt Expense
Unamertized Loss on Bends.....

Accumulated Deferred Income Taxes.. .
Deferted Repulatory ASSELS. e ramreaecnrenreuinis
QOther Defesed Debifs oo ciaammsaanns

Total Assets and Other Debils..o-vvrreeaeniaennans

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF DECEMBER 31, 2007 AND 2006

THIS YEAR

LAST YEAR

4,319,£26,191.18

4,123,936,037.59

1,859,847,713.27 1,766,550,602.01
2,458.278.477.91 3,357,345,435.58
594,286.00 594,286.00
11,879.20 1733747
11,722,027.91 2,840,289.81
14,152.203.00 -
26,480,396.11 3.451,923.28
4,312,502.37 6,603,228.52
6,919,573.25 15,605,847.91
35916.51 545840
189,314,670.23 165,153,987.55
32,982.02 19,407,512.99
45,925,806.95 37,.861,747.02
26.407,266.82 25,262,980.31
4,584,569.70 4,433,230.81
81,188,407.26 82,837,900.79
11,459.47 15,403.00
5.339,357.09 5,379.921.01
541.812.72 895,626.68
364,614,724.39 363,462,846.29

9,898,130.12

8,132,044.84

19,100,230.75 19,623,273.03
52,162,134.03 56,085,158.58
151,022,049.28 163,619.703.54
35,204,527.20 37,172,348.84
267,387.071.38 284,632,529.83
3,117,760,66%.79 1,008,892,724.98

LIABILITIES AND OTHER CREDITS

Capitalization

Common Stock
Common Stock Expense....
Paid-In Capinl .o oo
QOther Comprehensive Income.
Retained Earnings

Total Comnon EQUIY-...immmmeeeeeseriornnanns
Prefermed S100K e
Poitution Coatrol Bonds. ...

Mandatery Redeemable Preferred Stack
LT MNotes Payabie to Asseciated Companies........

Total Capitalization. . rereesseaerecasmssassrnaans

Cusrent and Accrued Lisbilities

Long-Term Debt Duein 1 Year... .
ST Notes Pavable to Associated Compamcs.
Notes Payable to Assoctated Companics...
Notes Payable...

Accounts Payablc
Accounts Payable to Assuclascé Cnmp:mscs,
Customer Deposiis....

Taxes Accrued
Interest Accrued.
Dividends Declared...
ST Obligations Under Capua% Lcnscs
Misc. Current & Accrued Liabilities....

S OO PP PR

Deferred Credits and Other

LT Gbligations Under Capuial Leases
Accurnulated Deferred Inceme Taxes
investment Tax Credit
Regulatory Liabilities
Customer Advances for Constrection., e
Asset Retirement Obligations
Other Deferred Credits............
Misc. Long-Term Lizbilities...
Accum Provision for Pusl—Rcuremcm Bcneﬂs .....

T O U PP PP RPPPIYS

Fotal Liabilities and Other Credits..........ooes

THIS YEAR LAST YEAR
425,170,424.09 425,170,424.0%
{835,388.64) {835,888.64)
60,0060,0060.60 40,000,000.00

(13,132,184.00
689,961.350.20

(9,305,657.19)
£39,104.729.77

i.161,163,741.65

1,094,133,608.03

- 70,424,594.05
574,304,000.06 574,304,600.00
E 18,750,000.00
410,004,060.00 225,000,000.00
2,145,467,741.65 1,982,612,202.08
- 1,250,006.00
78,241,200.00 .

- 67,824,000.00
116,607,085.85 142,644,447.96

51,450,063.89
19.373,313.09
4,221,592.94
7.211,534.99
435,437.69
11,510.623.53

51,631,564.92
18,146,501.85
28,624,485.57
5,600,249.19
©06,339.69

7.195,301.60

289.081,252.00 283,822 889.98
13,649.00 -
398,118,545.69 388,683,652.65
46,098,962.20 41,070,237.14
55,115,537.62 55,370,570.86
9,612,516.23 16,806,392.80
29,582,675.09 28,430,701.88
40,862,253.41 51,278,03529
6,154,355.80 61,501,505.30
97.643,180.50 99,316.147.00
683,211,676.14 T42,457,642.92
3.117,760,669.79 1,008,892,734.98




Common Equity

LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT

Common Stock - Without Par...n i caaae e

Common Stock Expense......inan
Paid-In Capital.........ooooiiiincis

Other Comprehensive Income........oooeieiiiin .
Retamed Barmimgs. ..o rerrooerescrmisss sassassssensansss

Total Common EQUItY....umins s

Long-Term Debt
Pollution Control Bonds

PCB Y JC 05/01/00 Due 05/01/27 VAR%..ccorvieen e
PCB Z JC 08/01/00 Due 08/01/30 VARY..coovcvvarn e,
PCB AA JC09/11/01 Due 09/01/27 VARY.............
PCB BB JC 03/06/01 Due 09/01/26 VARY....ccvenenr .
PCB CC TC 03/06/01 Due 09/01/26 VARY...ccovvvivne s
PCB DD JC 03/22/01 Due 11/01/27 VAR%..coveveoe
PCB EE TC 03/22/01 Due 11/01/27 VAR e

PCB FF TC 10/23/02 Due 10/01/32 VAR ccvvniere .

PCR GG JC 11/20/03 Due 10/01/33 VAR%...ccccnnienee .
PCB HH JC 04/13/05 Due 02/01/35 VAR
PCB JC 04/26/07 Due 06/01/33 VARt
PCB JC 04/26/07 Due 06/01/33 VARYccovrverniirininnnns
PCB TC 04/26/07 Due 06/01/33 VARY .o

Total Pollution Control Bonds....oovrciinne s

LT Notes Payable to Associated Companies.............

Total CapitaliZation. ..o cnr s srs v e

ST Notes Payable to Associated Companies

Total Capitalization and Short-Term

Pebt.....cccieiass

PERCENT OF TOTAL

CAPITAL &
51 DEBT

CAPITAL

DECEMBER 31, 2007
AUTHORIZED ISSUED & OUTSTANDING
SHARES SHARES AMOUNT

75,000,000 21,294,223 425,170,424.09
(835,888.64)

60,000,000.00
{13.132,184.00)

689,961,390.20

1,161,163,741.65

Not Limited

25,000,000.00
83,335,000.00
10,104,000.00
22,500,000.00
27.,500,600.00
35,000,0600.00
35,000,000.00
41,665,000.00
128,000,000.00
40,000,000.00
31,000,000.00
35.,200,000.00
60,000,000.00

574,304,000.00

410,000,000.00

5222

25.82

18.44

54.12

26.77

19.11

2,145.467,741.65

78.,241,200.00

2,223,708,941.65

96.48
3.52

100.00

160.00



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Accoun - Subsidiary Account

UTILITY PEANT
At Original Cost
Reserves for Depreciation and Amoertization .
Electric .
Gas . . .....
Common . .
Amortization of Plant
Electric
Gas . ...
Common. .

INVESTMENTS - AT COST . .
Nonutility Property
Nonutility Property Reserve
Ohie Valley Electric Corporation
Special Funds . .
Prepaid Pension

CASH. . .

JP Morgan Chnsc R
BR&T . o e
Bank of America

Town and Country Bank .

US Bank... ... - C

Bedford L,o;m and Deposn Bank
Farmers Bank
Meade County Bank

OTHER SPECIAL DEPOSITS. .. . . .
Margin Aceount.
MAN Margin Call.. .

TEMPORARY CASH INVESTMENTS
Other.. ..

ACCOUNTS RECEIVABLE - LESS RESERVE
Working Funds . . . . . .
Customers-Active. . ... ... .
Wholesale Sales .. . . . .
Transmission Sales
Unbitled Revenues. . .

Employee Computer Loans
Damage Claims ..
RAR Settlements . . ... ..
Iax Refunds. .
IMEA . ... .
IMPA.
Other. .
Reserves for Uncnliccnhtc Accnums
Usility Customers
Reserve. ..
AR, Miscellancous
LEM Reserve. .. . . .
Interest and Dividends Reccivable
Rents Receivable. .. . .. .

DECEMBER 31, 2007

ACCOUNTS RECEIVABLE FROM ASSQCIATED COMPANIES

E ON US Services’Kenjucky Ulilities
FUEL. .

Fuel Oif 238,024 Gallons @ 225 17%
Gas Pipeline 130,403 MCF @ 39 .31

Cual 1,229, 990 82 Tons @ 535 92 MMB!‘U 28 300 ES‘) 23 @ 256 i(}¢ ......

PLANT MATERIALS AND OPERATING SUPPLIES. . . . ... . ...

Reputar Materials and Supplies
Limestone 52.537 91 Tons @ $6.88 .

Balance
Subsidiary Account

4.319.126,191 18

(1.573,660,100 49)
(206,165.663. 12)
{62.468,310 94)

{100.00)
{800.00)
{17.552,729 72)

75,239 56
(63.360 36}
594,286 .00

11,722,027 93
14.152,203 00

iB,809 42
11,674 46
8,957 48
2261797
4,163,284.19
160 60
10,600 00
77.058 B3

6,748,440.82
171,53243

3591651

21,280 00
87.821.416.07
8,919,474 37
208.069 76
64,669,000.00
104,772 29
713,019 29
1,038,234 60
1.860.522 77
3,232,631 25
3,370,114 93
18,490,796.59

(671,396 00)

(1,081,869 00)

{37,205 51)
220,495 73
435,308 69

32,982 02

44,175.774.45
53596501
1,214,067 49

26,045,105 04
361,561 78

Balaace as Shown
On Balance Sheey

4.319.126.191 18
(1,859.847,713 27)

26,480.3%6 11

4.312.502 37

6.919.973 25

35916 3

189,314,670.23

32,982 02

45,925,806.95

26,407,266 82



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
DECEMBER 31, 2007

Account - Subsidiary Aceopunt

STORES EXPENSE .
Stores Expense Undistributed . . . .

GAS STORED UNDERGROUND - CURRENT
Gas §t Underground®1 1,253,000 MCF (14 73 psia) @ §7 21

ALLOWANCE INVENTORY
Allowance Inventory

PREPAYMENTS
Insurance
Taxes . o
Rights of Way L .
Risk Management and Workers Compensation
Vehicle Licease.
Other

MISCELLANEQUS CURRENT ASSETS
Miscellaneous Current Assets .
Derivative Asset - Nos-Hedging ..

UNAMORTIZED DEBT EXPENSE .
Pollution Contro) Series Y due May 1, 2027
Poliution Control Series Z due Aup. 1,2030. . . . ..
Pollution Control Series AA due Sept 1, 2027 ... .
Pollution Control Series BB due Sept 1, 2026
Polintion Control Series CC due Sept. 1, 2026
Poflution Control Series DD due Nov 1. 2027 . ..
Poltstion Control Series EE due Nov . 1, 2027 .
Pollution Control Series FF due Oct 1, 2032,
Pollution Control Series GG due Oct 2033 .
Pollution Controt Series HH due Feb |, 2035 .
Pollution Conirol Bonds due Jun. 1, 2033
Pollution Control Bends due Jun 11,2033 . .
Pollution Conitrol Bends due Jun. 1, 2033

UNAMORTIZED LOSS ON BONDS
Refinanced and Called Bonds

OTHER DEFERRED DEBITS . ... .

DEFERRED REGULATORY ASSET
Asset Retirement Obligations
Eleciric
Gas
Common ... . T
Pension & Postretirement Benefits
ECR Ash Hauling. .
MISO Exit Fee

ACCUMULATED DEFERRED INCOME TAXES
Federal
Electric . ..
Gas
State
Electric .
Gas . .

* Exciodes: S
Non-recoverable Base Gas  9,648.855 00
Recoverable Base Gas 2,139.9506.00

MCF
7,880,000
2.930.000

11.788,845.00
Total Assets and Other Debits. e e
8

10,810,000

Balance
Subsidiary Account

4,584,569 70

81,188,407 26

11,459 47

2,554,589 61
969,693 91
280,000 03

90,000 60
12,609 54
1,433,064 00

3.834.01
537,978 71

462,010 49
864.430.99
390,168 60
184.282 36
200,449 23
217,187.02
217,140 67
911.678 48
3.025,010.63
991,998.40
632,031 63
594,482 46
1.207.339 75

19,100.230 75
35,204,527 20

18,959,464 59
5,197,802 26
23,13129
109,983,623 Q0
3,719,009 74
13.139,016.40

36,586,12579
7,283,234 98

7.128,235 83
i,164,537 43

Balance as Shown
On Balance Shret

4,584,569 70

81,188,407 26

11,459 47

5,339,357 09

541.81272

9,898,130 12

19,100,230 .75

35.204,527.20
151,022,049 28

52,162,134 03

3,117,760,069.79

3,117,760,669.79




LOUISVILLE GAS AND ELECTRIC COMPANY

TRIAL BALANCE -

Account - Subsidiary Account

COMMON EQUITY . . ...
Common Stock. ... .
Retained Earnings .. ... ... ..
Commeon Stock Expense....
Additional Paid-In Capital .
Other Comprehensive income ...

BONDS . .
Poilutxon Control Bonds
LT NOTES PAYABLE TO ASSOCIATED COMPANIES.

ST NOTES PAYABLE TO ASSOCIATED COMPANIES
Money Pool Payable .. ..

ACCOUNTS PAYABLE ... . . o
Regular. . e
Salaries and Wages Accmed

Tax Collections - Payab]c.‘...,.,‘.,..‘ SO S

ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES. ... ... . ...
E ON US Services/Kentucky Utilities. ... ..o

CUSTOMERS' DEPOSITS ... o i

INTEREST ACCRUED . ... o

Loan Agreement - Pol. Cont. Bonds 2000 Series A ... ... o

Loan Agreement - Pol. Cont. Bonds 2000 Series A-TC ..o
Loan Agreement - Pol Cont. Bonds 2001 Series A ... ..o e
Loan Agreement - Pol. Cont. Bonds 2000 Series A ... ..
Loan Agreement - Pol. Cont. Bonds 2001 Series A-TC. ... . e
Loan Agreement - Pol. Cont. Bonds 2001 SeriesB ... ... .. . e
I.oan Agreement - Pol. Cont Bonds 2001 Series B-TC ... ...
Loan Agreement - Pol. Cont. Bonds 2002 Series A-TC ... .. e
Loan Agreement - Pol. Cont. Bonds 2003 Series A ... .. .o o
Loan Agreement - Pol. Cont. Bonds 2005 Series A ... ... . .0 o

Loan Agreement - Pol. Cont. Bonds 2007 Series A ... ...

Loan Agreement - Pol. Cont. Bonds 2007 Series B oo
Loan Agreement - Pol. Cont. Bonds 2007 Series A ... o0 o
Interest Rate SWaps. ... ..o

Fidelia.. ‘
Fustomers Deposns

ST OBLIGATIONS UNDER CAPITAL LEASES.

MISCELLANEOUS CURRENT AND ACCRUED LIABILITIES. . .. ... ..

Custorner Qverpayments .. .. ..o
UK Emission Research Grant..

Vacation Pay Accrued... e
Derivative Liabilities - Noanedgmg
Postretirement Benefits - Current.. .. ... ...
Other .

GENERAL LEDGER
DECEMBER 31, 2007

Balance
Subsidiary Account

425,170,424 09

689,961,390 20
(835,888.64)

60,000,000.00
(13,132,184 00y

574,304,000.00
410,000,000.00

78,241,200 00

112,159,705.53
3,001,064 47
1,446,315 85

51,450,063.89
19,373,313.09
4,221,592 94

32,77778
65,973.56
7,156.99
53,47275
63,355.56
83,696.43
83,606.74
32,53254
302,222 22
4,111.14
14,638 92
15,644 47
237,666 .65
145,078 42
5,318,150.52
789,759.90

405,437 69

2,925,300.19
250,000.00
4,682,762 12
152,956.06
3,061,339.00
438,266.18

Balance as Shown
On Balance Sheet

1,161,163,741.65

574,304,000.00

410,000,000 00
78,241,200 00

116,607,085 85

51,450,063 89

19,373,313 .09
4,221,592.94
7,271,934.99

405,437.69
11,510,623.55



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

DECEMBER 31, 2007

Balance
Subsidiary Account

Balance as Shown
On Balance Sheet

LT OBLIGATIONS UNDER CAPITAL LEASES. . .. 23,649.00 23,649 00
CUSTOMERS' ADVANCES FOR CONSTRUCTION ... 9,612,516 23
Line Extensions
Electric.. ........ .. 799,072.49
Gas. . o 7,966,552 87
Customer Advances - Arena.. 846,890 87
ASSET RETIREMENT OBLIGATIONS 29,582,675 69
Electric 21,783,072 49
Gas. ... .. 7,773,900 03
Common. 25,703.17
OTHER DEFERRED CREDITS . 40,862,253 41 40,862,253 41
REGULATORY LIABILITIES . ... 35,115,537 62
Asset Retirement Obligations
BIECITIC. oo oo e e e 225470 03
Gas. ... . 110,199 84
Deferred Taxes
Federal
Electric, ..o v 26,900,418.75
Gas.... 1,984,311 50
State
Electric. 18,693,556.00
Gas .. S SO NP RUOR 2,743,651.50
MISOSchedulelO("harges PP P 4,455,930 00
INVESTMENT TAX CREDIT o oo e e e e e e e 46,098,962 20
Job Development Credit
ELECHIC. 1 ovroe oo e e v e e e 32,971,436.25
Gas... 1,147,899 95
Advanced CeaI Credat O 11,979,626.00
ACCUMULATED DEFERRED INCOME TAXES ... 398,118,545 6%
Federal
BlOCTIC o s o e e e 289,426,453 33
GBS . o e e e e 51,049,674 87
COIMTION. . o oo ot ot oot e vt e o e e e e (1.00)
State
BEECATIC . oo oo e e e 49,370,709 43
85, o e 8,271,709 06
MISCELLANEOUS LONG-TERM LIABILITIES ... .. . e 6,154,355 80
Workers' Compensation. . . 5,601,153 .80
Uncertain Tax Positions... . VT 553,202.00
ACCUMULATED PROVISION FOR BENEFITS . .. . . 97,643,180.50
Pension Payable., 13,141,622 00
Postretirernent Beneﬁts FAS 106 PP 80,950,848.50
Post Employment Benefit Payab!e...‘..‘. o e e e e e e 3,762,588.00
Post Employment Medicare Subsidy. .. ... ... ... ... {211,873 .00)
Total Liabilities and Other Credits. o 3,117,760,669.79 3,117,760,669.79

10



LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CASH FLOWS
DECEMBER 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Netincome. ... .
Items not requiring (providing) cash currently:
Depreciation ...
Amortization. ... ... .
Deferred incometaxes-net . .. ...
Investment tax credit - net. . ... ..
Other .. ... o
Change in receivables. . . ..
Change ininventory . ... . .. .
Change in allowance inventory ...
Change in payables and accrued expenses ... ... . o
Change in other regulatory assets. . ............owin . .
Change in other regulatory liabilities...... ...
Change in other deferred debits . ..
Change in other deferred credits. ...
Other... . ...

Net cash provided (used) by operating activities.. ... ... .

CASH FLOWS FROM INVESTING ACTIVITIES
Gross additions to utility plant - construction expenditures . . ...
Loss on disposal of property. ..

Change in long-term investments .. ... oo e

Change inrestricted cash.. ... .o

Net cash provided (used} by investing activities. . ... ...

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of long-term debt.
Net increase in short-termdebt. ... ..o
Net increase in short-term capital lease obligations ... ... ...
Net increase in long-term capital lease obligations. .. ... ..

Payments for retirement of long-termdebt .. ... ...

Payments for retivement of preferred stock. ...
Net decrease in short-term debt.
Contributed capital .. ... .. .
Dividends on preferred stock ...
Dividends oncommon stock ...
Net cash provided (used) by financing activities. ... ... ..

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS...... .. ...
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD .. .. .. ...

CASH AND CASH EQUIVALENTS ATENDOFPERIOD ... ... ..o

11

Year to Date

2007 2006
120,383,365.22 116,828,596.00
119,573,064 67 117,982,270 26

6,199,962 23 5,867,355 52
13,357,617 59 10,896,096 35
5,028,725.06 (1,021,661.44)
(2,185,254.71) 85,820,436 40
(18,938,353 71) 83,007,631 20
(7,710,191 80) 40,854,977 46
3,943 53 6,039 76
(82,471,108 83) (49,625,726.32)
12,597,654 26 (136,100,208.06)
(255,033.24) 13,477,152 76
2,025,609 22 30,668,917 19
(10,415,781 88) 9,643,840 07
(13,291,884.28) (647,874.66)
143,902,633.33 327,657,842.49
(197,717,056.72) (146,347,665 30)
(357,016 26)
- (2,721,342 85)
(3,036,153.25) (2,947,699.96)

{201,110,226.23)

(i52,016,708.11)

308,320,562.59 (1,965 17)
10,417,200.00 .
405,437.69 .
23,649 00 -
{126,000,000.00) -
(91,643,112 60) (1,250,000.00)
. (73,421,000 00)
20,000,000.00 -
(4,416,711 93) (3,617,864 66)
(65,000,000.00) (95,000,000.00)
52,107,024.75 (173,290,829.83)
(5,100,568.15) 2,350,304 55
9,448,987.03 7,098 682.48
4,348,418.88 9,448,987.03




Interest On Long-Term Debt

Loan Agreement - Poll. Control Bonds
1992 Series A Variable ..o
1992 Senzes A Variable TC....
1993 Series A Variabie Rate.....
1995 Series A (5.90%).cccvvresecneens
2000 Series A Variable Rate.
2000 Seres A Variable TC.. ..o iviiiinvaneens
2001 Series A Variable Rate.. o oenninneeenss
2001 Sertes A Variable Rate e avrreanns
2001 Series A Vansble Rate TC...
2091 Series B Variable Rate.........
20{H Series B Variable Rate TC...
2002 Senies A Variable Rate 7C...
2003 Series A Variable Rate.oooovveerneciccceneans
2005 Series A Variable Rate..o oo nnnvenn
2607 Series A Variable Rate i ccocinneen.
2007 Series B Variable Rate ...
2607 Series A Variable Rate (4.6% ) cvinineene
[nterest Rate Swaps

Notes/Debentules......oivvvreecareiememrr i enas

DL L T P SRS

$3.875 Mandatory Redeemnable Preferred Stock.......

TOtL e ccrarmems e meomreacsacbes b s bt ana e

Amortization of Debt Expense - Net
Amortezation of Debt Expense . e
Amort. of Loss on Reacquired Debt...eeern -0

Other Interest Charges
Customers' Deposis. ... e reene
Federal Income Tax Deficiencies... v
Other Tax Deficiencies. .. rcvrcniisiseranes
Interest on Debt to Associated Companies ...

TOBE e ettt s aa s e a s e ranae

Tatal ISt ettt st e eraancneieise

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

DECEMBER 31, 2007
CURRENT MONTH YEAR TQ DATE YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
. 96,846.58 350,482.41 1,093,497.80 350,482.41 1,093,497.80
- 184.676.71 670,142,771 2,084,843.78 §70,142.71 2,084,841.78
- 108,088.11 392,885.10 1,227,718.15 192,885.10 1,227, 7118.15
£1,944 .43 77,118.06 937.881.94 870,951.45 937,881.94 870.951.45
297,459.66 258,917.22 3,377.447.50 2,996,129.16 3,377,447.50 2.996,129.16
35,532.4] 12,136.32 401,810.88 357,114.63 401,810.88 357,114.63
62,620.68 67,913.01 822,985.1% 784,800.01 822,985.11 784,800.01
76,536.38 83,004.79 1,005,870.63 959,200.00 i,005,870.63 959,200.00
98,041.65 107,013.69 1,284,858.13 1,235,760.97 1,284,858.13 1,235,760.97
97.926.59 107.013.69 1,282,269.39 1,235,442.48 1,282,269.39 1,235,442.48
153.818.65 127,643.30 1,619,393.01 1,448,634.94 1,619,393.0¢ 1,448,634.94
439,111.11 384,675.55 4,770,186.70 4,384,764.45 4,770,186.70 4,384,764 .45
125,166.67 122,266.66 i,458,238.89 £,351,861.06 1,458,818.89 1,351,861.06

105,236.39 - 789,313.41 - 789,313.41 -

121,518.22 . 900,504.02 - 900,504.02 -

207,000.00 - 1,886,000.04 - 1,886,000.04 -
145,078.41 114,565.13 £,592,721.30 1,939.765.37 1,592,721.30 1.939,765.37

70,604.22 - 3,436,255.41 - 1,436,255.41 -
1.820,775.00 911,875.01 17,693,725.56 10,942,500.12 17.093,725.56 10,942,500.12
- $7.916.66 345,972,25 1,211,718.796 145,372.15 $211,718.7%
3,938,369.87 2,881,670.47 44,419,544.39 34,124,703.13 44,419 .544.39 34,124.703.13
34,186.08 34,054.02 401,067.62 408,648.24 401,067.62 408,648.24
86,701.35 85,136.01 [,035,405.95 §,021,632.12 1,035,405.95 1,021,632.12
120,887.43 119,190.03 1,436,473.57 i,430,280.36 1,436,473.57 1,430,280.36
85,683.90 79,164.04 96%,040.88 902,430.1% 969,040.88 901,48G.19
- - (1,058,734.30 2,344,010.99 (1,058,734.3 1} 2,344,010,99
(1,781.00) - 180.30 213.87 180.30 213.87
- 475.76 2,447.64 2,378.80 2.447.64 2,378.80
397,588.92 276,678.95 4.077,473.05 {,862,657.67 4.077.473.035 {,862,657.67

- - 8.581.56 - 8,581.56 -
431.491.82 156,318.75 1,008,989.12 5,111,741.52 1,098,980.12 5.411,741.52
4,540,749.12 3,357,179.25 49,855,007.08 40,666,725.01 49,855,007.08 40,666,725.01
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LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

DECEMBER 31, 2007
Current Month Year To Date
Kind of Taxes This Year L.ast Year This Year Last Year
Taxes Charged to Accounts 408.] and 409.{
Property Taxes...cvisriics e nesneraissssersaersnsces (94,526.41) 1,200,746.00 13,595,557.62 13,929,607.34
UREmplOYIENL. e v esssssss s snsnsssarasasnanes 56,747.91 4594774 172,305.30 181,001.60
Federal Old Age and Survivors Insurance.......o.o...... 539,222 88 643,786.11 6,186,858.25 5,941,109.87
Public Service Commission Fee i, 161.615.66 158,705.95 1,921,929.68 1,7806,935.20
Federal INCOME....coerierireiraermremmsemsc s sssasiessrrarinns (3.659,106.61) 9,221,275.83 34,624,584.99 62,654,793.56
SHALE INCOMIE o vevrreraeeernrrmrstnemtsisressersssrmsarsirssnsanernsnes (853.510.73) 960,450.62 7,620,508.53 11,361,385.20
MISCEIANEOUS . eoveeecereeeeecrcmecerrren et asestssransnssnnens - 5,969.65 20,012.63 {123,962.71)
Total Charged to Operating Expense........... {3,849,557.30) 12,236,881.90 64,141,757.00 95,724,870.06
Taxes Charged to Other Accounts.........oceeeenenis 694,979.52 {1,450,506.18) 2,139.975.29 (140,702.92)
Taxes Accrued on Intercompany Accounts......... (158,475.17) {191,436.39) (2,237,807.97) (2,233,494.71)

Total Taxes Charged

Kind of Taxes

ANALYSIS OF TAXES ACCRUED - ACCOUNT 236

Property TAXES .o vo it rsarssssms s sessasnns

State Unemployment
Federal Unemployment
Federal Old Age and Survivors

Federal Income

SHAE INCOMIC. v viieevareerrnrsssrae s meessstssrsnensnsnssnesresasnann

Kentucky Sales and Use Tax

MISCEIIAMEOUS. coovvcvisir v rrssrssrsemsessseass s resssassmsestestanses

(3,313,052.95)

10,594,839.33

64,043,924.32

93,350,672.43

Taxes Accrued Accruals Payments Taxes Accrued
At Beginming To Date To Date At End
Of Year This Year This Year Of Month
13,925,969.24 13,701,371.56 17.665,280.29 9,962,060.51
18,782.64 40,436.16 38,202.00 21,016.80
29,205.50 57,523.49 54,197.74 32,531.25
561,717.23 5377.,049.02 5,319,807.56 618,958.69
6,350,985.46 33,678,492.83 46,136,948.20 (6,107,4659.91)
7.726,946.43 7,330,028.66 15,889,647.00 (832,671.91)
10,878.70 3,781,545.61 3,265,256.80 527.167.51
0.37 77476.99 77.471.36 (0.00)
28,624,485.57 64,043,924.32 88.,446,816.95 4,221,592.94
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UTILITY PLANT IN SERVICE

Electric
Intangible.. . .oei
Steam Production. oo ciciiiiininraanin,

T IARSITIISSION . o vt vvrrrerreeeenieesnirennearnnssanses
EB T eela T80 PO OO PO PP
(€7 =i ¢ PO PSP

Total Elettrit. v iarrriiinrrannemaaeeaainsaranans

Gas
Intangible........ooevvimniini e
Naturai Gas Storage Plant Underground.........
TrANSTIISSION. .. veenmnmnaneiiiararnrnrnrnaraesasans
DHStHBUHON. 1 st car e

11 1S 121 SOUUT TP PO PPRPN
Gas Stored Underground Non-Current...........

TOta] GS. et cr vt ivarrarmarreinvenarrneranaarnean

Common
Intangible.. oo
(1 1= | PR P PO

Total COMUTION. 10 ivvaerereceaeiciierinrareaeaeraes
Total Plant in ServICe...viiriieieciaianeress

Construction Work In Progress
oA LTl o 1 ST U T PP PP

LOUISVILLE GAS AND ELECTRIC COMPANY

SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

DECEMBER 31, 2007

NET BALANCE TRANSFERS/ BALANCE

FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS NET ADDITIONS TO DATE
2.340.29 - - - - 2.340.29
1,945.257,92533 15,557,149.02 (3,472,625.88) {863.74) 12.083,659.40 },957,341,584.73
17,884,886.35 14,171,878.95 (2.318.277.29) (6.50) 11,853,595.16 29,738,481 51
225.436,782.99 315,143.06 {158,697.00) - 156,446.06 225,593,229.05
240,067,695.28 15,275,701.14 (794,761.48) (3,177.21Y 14,477,762.45 254,545 457.73
754,284,748.12 12,660,357.59 (4,475,758.80) {60,096.92) 8.124,501.87 762,409,249.99
16,886.738.80 81.698.54 (283,538.21) {36.652.635) (238.492.42) 16,648.246.38
3,199.821.117.16 58,061,928.30 {11,503,658.76) (100,797.02} 46,457.472.52 3.246,278,589.68
1,187.49 - - - - 1,187.49
61,048,289.77 1.277,208.27 {71,420.92} - 1,205,787.35 62,254,077.12
12,894,091.35 7.816.74 - - 7.816.74 12,901,908.09
440,120,789.38 25,972,179.33 (1,847,226.03) (2.319.15} 24,122,634.15 464,243,423.53
10,346,233.87 298.651.06 {1,578,381.53) (33.407.63) (1,313,138.10) 0.033,085.77
2,132,990.00 - - - - 2,135,990.00
526,550,581.86 2755585540 (3.,497,028.48) (35,726.78) 24,023.100.14 550,573,682.00
28.877.505.07 31,467.60847 {(4,023,890.35) - (556,281.88) 28.321,223.19
150,813,423.54 5,778.913.92 (7.061,865.86) (19,559.23) (1,302,511.17) [49,510,812.37
179,690,928.6] 9,246,522.39 {11,085,756.21) (19,559.23) (1,858,793.05) 177,832,135.56
3,906,062,627.63 94,864,306.09 (26,086,443.45) (156,083.03) 68,621,779.61 3,974,684,407.24
154,377,558.86 98,955,(47.34 - - 98,955,147.34 253,332,706.20
54,810,960.24 7,738.423.15 - - 7,738423.15 62,549,383.39
8,684,890.86 19,874,863.49 - - 19,874,803.49 28,559,694.35
217,873,409.96 126,568,373.98 - - 126,568,373.98 344.441,783.94
4,123.936,037.59 221,432,680.07 (26,086,44243) (156,083.03) 195,190,153.59 4319,126,191.18
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LOUISVILLE GAS ANs.  .£CTRIC COMPANY
SUMMARY OF UTILFTY PLANT - RESERVE FOR DEPRECIATION OF UTILITY FLANT

DECEMBER 31, 2007
NET BALANCE TRANSFER/ RWIP COST OF OTHER BALANCE
RESERVE FOR DEPRECIATION OF UTILITY FIRST OF YEAR ACCRUALS RETIREMENTS ADJUSTMENT TRANSFERS OUT REMOVAL SALVAGE CRED#YS TQ DATE
Life Reserves
Blectne. ..o {1,259,559,281.79) {84,305,453.E1 11,563,658.76 . - . . (5,897,944 35} {1,378,260,021.25}
Electric - ARG Steam (2.049,614.55} {158,255.11) . . . . {32.267,905.66}
Electnic - ARO Hydro.. (15,828.80) (989.28) - . . . . : (16,818.08}
Fiectrnie « ARQ Other Producuen (108,195.20} (6,731.88) . . . - . {154,837.08}
Elettne - ARO Transmussion........ (2,165.4T) (i71.47) - . . - . . {2,336.94)
Elecinc - ARO Distribution. (§2,0CE.89) {365.64} . - - - - {12,367.53)
L85 {148,577,516 87 ($0,772,551.49 3,497,028.48 . - - . {155,853,439.68)
Gias - ARC Underground Starage.. {392,640.25) {9,083.28) - . - . . {401,$23.53)
Gas - ARQ Distribunon. .. {19,101.73) {60.96) - . . . . . (19,3621
Cammon - ARG, {1,130.96) {3430 . . . - . {1.165.28)
{62,084,425.211 {7.447,988.661 706586586 . . - . (62,470,548 68)
Total Life Reserves For Depreciation OF
Usitity Plant In Service. .. {1,312,831,612.72} (192,702,721 .98) 22,062,553.10 . . . (5,897,644 35) {1,599,359,725.95}
Safvage Reserves
Steam Production ..o {46,966,253.01) (5,765,601.02) . . . 84309440 (26%.883.65} . {52,156,64528)
Hydro Praduction. ... (522,713.14) - . . . 878,803.98 - . 356,080,684
Other Producuon.. (2.093,564.72) - . . - 264483 - . {2,090,519.89)
{16,367,877.32} {1,098,287.65} . . . 53041294 . . {16,955,752.00)
{132,166,516. 491 {6,072,396.68) : - . 1184,643.83 {57.880.40) - (136,112,169.74}
Distrbunion General. 89,695.45 4,820.32 - - - 18,347.13 . . 112,862.96
Gas Stored Underground. 349,305.84 {326,166.4%) - . . 4,089.15 - - 47,218.50
Gas Transmission......... {2.634,672.08) {103,962.21) . - : - . . (2,748,633.29)
Gas Distribut:on... (47,306,8:5.37) {4,325,31098) - . . 159,826.61 {4,646 44) . {51.376.946.18)
Gas Geneeal... 148,519.46 42,306.47 . . . . . 196,835.93
Common... {154,458.62) (41,985.20) - - . 209,555.86 . . (186,487.96)
Tatal Salvage Reserves For Depreciation OF
Uttty Plant In Seyvice.. ... {247.935,370.60) {17,586,585.40) - - - 4,933,818.73 (332,450.4%) . (260,920,347.20}
Total Reserves
Eiectric.. {1.499,.774,246.93) {97.404,470.28} 11,503,658.76 . - 4,435,947.1¢ {327,765.05) (5,897,934 35} {1,587,460,619.74}
{198,342,721.060} (15,39.5,828.96} 3.,497,028.48 - - 2831,915.76 (4.646.44) - (218,161,252 16}
(62,540,014.79} {2.490,G08. {8} 7.061,865.86 . - 208,955.86 . {62,658,201.25}
Totat Reserve For Depremanian GF
Uritity Plant In Service. .. (1,760,756,982. 72} (126,289,307.42) 22,662,553.10 - . 4,931.818.73 {332,410.49} {5,897,544 15) {1,860,280,273.15)
Retrsment Work In Progress ’
108001
Electnc. . 3,768,496.16 - - (1,194,605 96) (1,160,385.89} {3.625.94) 497.82 nis56 1,447,528.21
Gas.... {465,950.02) ' - 620,863.56 (64,606.20) 1791413 - - 108,321 49
Commen... {502,243.45) - . 587,479,606 {20,862.21) (64,545.2%) - : {175.15)
Total 108001 RWIP. ... 2,800,302.69 - - 13,737.20 {1,245,854.30) (50,261.08) 40782 37,182.02 1,555,574.35
10896}
Electne... 8,273,600.70 - - 6,238,184.17 2,945,392.58 (2,301,197.55} {660,787.52) {2,142.016.348) 12,153,i82.04
3,507,219.25 . . 198, 479.68 {211,108.52) T92, 77704 . . 1,887,367.55
(4,637,184.09} - . {5.698,720.60} {191,893.65) 10,715,064 00 2,800.00 - 190,065.66
Total 108201 RWIP. 6,743,635 86 . - 731.9582.65 2,542,390.43 ©,206,644.19 {637,587 52} {2,142,91G6.34) 16,430,615.25
Toatad RWIP........... e [T $,543,938.55 - - 151,675.85 1,296,536.13 %.156,383.11 {657,489.70} {2,104,858.32) 17.986,189.60
¥TD Activity............ PP (L751,215,044.17) (320,289,307 42) 22,062,553.10 151,679.85 3,296,536 11 14,090,201.84 (989,500.191 {B.G0OZ,BG2.67 (1,842,294 083 55)
Amorszaton
Eleetre. . oo {100.60) . . - . . . . {100.60)
(809.60} . . . . . - . {880.60)
{15,376,657.84) (6,199,962.23) 4,073,850.35 . - : : : {17,552.729.72}
Total Reserve For Amortization OF
Lhility Plant In Service. e (15,377,557 84) (6,199,962.23) 4,023,850.35 . - . . . {17,553,615.72}
Total Reserve For Deprecsation and
Amartizaton - Utility Plant jn Servace. .. {1,766,596,602.01} {126,489,269.65} 26,086,443.45 751,679.85 1,296,536.11 14,090,201.84 {985,500 19 {8,002,802.67) {1,859,847,713.27}

Usility Pant at Origisal Cost Less
Rescrve For Depresianon and Amormzauon..... 2,357,345,435.58 2,459,278 477 91
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Electne Operating REvenues. ..ooiviianranvrnmsmne

Gias Operating ROVENUES. 1r e reeeieene st

Total Operating RevanlesS ...

Fuel foy Electnc Generation.
Powey PUMChased......ewcemvmrenreeeness s et nnacnirinians
Gas Supply Expenses....
Other Operation EXPeRseS e
Masnienance
Depreciation....
Amortization Expensc
Regulatory Credits..
Taxes
Federal Income...
State Income...
Deferred Fedemi Im:ume Net.
Deferred Siate Income - Net.....
Fedem] Income - EStmmEd. oo e ee e
State Income - Estimated..
Prapesty and Other....
Investment Tax Credit..
Amortization of Investment Tax Credit.inns
Gam from Disposition of Aliowances...........
Accretion EXPense.......oocoiiieiii i

Tatal Operating EXpenses . v

Net Operating Income... o,
Other Income Less Deéucuuns

Intome Before Interest Charges.......coooeiiiinnnnns
{nterest on Long Term DebBlo. e
Amoriezation of Debt Expense - Net e
Other Interest EXPENSES vormeesier e aeseanrreasmsminene

Total Interest Charges.

Net Inc Before Cumulative Effect of Acctg Chgoee..
Cusnalative Effect of Accounting Change Net of Tax...
Nt INEOME. it ivi e st e
Preferred Dividend Requirements.. ... rvrmaecseees

Eamings Available for Common......ooveesenininiinn

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

NOVEMBER 30, 2007
CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
61,950,523.69 83,232,983.04 (21.282,459.35) (2557
3897281776 33,851,215.46 4.91%,602.30 14.54
100,723,341.45 117,084,198.50 (16,360,857.03) {13.97}
21,908,117.48 24,166,885.92 (2,258,768 44) (9.35}
6,503,710.91 15,680,546.23 {8.576,773.34) (56.87%
28,015,167.46 26,317,132.76 ,698,034.70 6.45
13,543,567.64 16,405,806.30 {2,858,238.66) (1743}
8,708,808.93 6,596,855.57 2,111,953.38 32.01
9.962,018.41 9,832,663.98 129,354.43 132
501,349.77 481,748.06 19,601.71 4.07
{163,026.95) (152,405.5% (10,621.36) 6.97
2,319.851.29 4,525,356.40 (2,205,505.1 1} (48.74)
441,876.44 1,005,634.76 {563,758.320) (56.06)
2,152,319.89 1,862,374.00 289,945.89 15.57
(329,198.00} {335,139.00% 5.941.00 (1.7
148,341.13 137,770.36 10,576.77 7.67
93,712,964.42 105,921,228.77 (12,208,265.35) (11.53)
7,010,377.03 1£,162,968.73 {4.152,591.70} (37.200
752,563.53 (955,0316.07} 1,708,501.60 {(173.79)
7.762,942.56 10,207,032.66 (2.444.090.10} (23.95)
3,658,050.39 2,846,043.64 812,006.75 28.53
120,453.73 1§9,190.03 1,263.70 1.06
546,655.71 406,126.47 149,529.24 34.60
4,325,159.83 1,371,360.14 953,799.6% 28.20
3,437,782.713 6,835,672.52 (3.397,889.79) {49.71)
3,437,782.73 6,835,670.52 {3,397,889.79) {49.7%)
- 302,114.67 {302,114.67) (100.00)
3.437,782.73 6,533,557.85 (3,095,775.12) {47.38)




Electne Opezating Revenues
Gas Operating REVEAUSS.. ... ovvviiiiinians e mmreceeceeiinns

Total Operating Revenues..............coooviinnnceens

Fuel for Electriit Genemion. . .. ..oooriivinieii e
Power Purchased
Gas Supply Expenses....
Other Operation Expenses
Muaintenance....
Depreciation....
Amoriszation Expense... .
Regulatory Credits.oove ot ecacane
Taxes
Federal Income..ovvvvevennns
State Income......ovieae
Deferred Federal Income - Net..
Deferred State Income - Net..
Federal [ncome - Estimated...coo.ooevvvciecnneieniinenene
State Income - Estimated...
Property and Other......
Investment Tax Credit....
Amortization of Investment Tax Credit..
Gan frors Disposition of Allowances....
ACEIENDN EXPEnSt. ccoviiiiiiiiiiisr v

Total Operating EXDERSes.....c.oooiiviiieririnncrvrerenrns

Net Gperating INCOME. v i are et
Other Income Less Deductions........oooeivevvnenrannn

Income Before Interest Charges...........o..........
Tnterest on Long Term Bebto....oooneini i
Amortization of Debt Expense -Neb......oooieals
Other Interest EXPENSES. ..ot ecmenenss

Total Interest Charges.......occocevviianinns

Net Inc Before Cumulative Effect of Acetg Che......
Cumulative Effect of Accounting Change Net of Tax...

NetIICOMIE. o ocvvivvii ettt seere s e

Preferred Dividend Requirements . cveeeecviiinvannn

Eamings Available for Commett ...

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

NOVEMBER 30, 2807
YEAR TO DATE
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
850,567,494.26 859,992,600.88 {9,425,106.57) (1.30}
285,850,765.31 346,106,669.31 {50,255,904.00} (14.52)
1,146,418,239.67 1,266,099.270.19 (59.681.010.52) {4.95}
289,840,563.44 268,250,144.82 21,590,418.62 8.05
73,387,093.27 105,530,578.70 (32.143,485.43} (3046}
210,554,323.91 261,954,335.16 (51.400,00%.25} (19.62)
155,990,713.86 171,095,217.55 (15,104,503.69) {8.83)
73,410435.11 79,29%,838.00 3,110,593.11 4.42
169,395,691.35 167,689,513.80 1,766,177.55 1.58
5,728,988.46 5,387,110.59 341,877.87 6.35
(LL777.717.09) {1,675.594.63) (102,122.46) 6.09
33,224,88R.50 45,174,805.67 (11,949.917.17) (26.45)
7510437172 8,565,665.24 (1,055,227.52) (12.32)
2,628,383.92 (2,315,455.67) 4,943,835.59 (21351
787,739.94 (453,086.38) 1,160,746.32 (25623
5,058,803.1¢ 8,258, T12.06 {3,199,908.96 (38.75)
963,581.54 1,835,269.34 (871,687.80) (47.56)
21,233,603.44 19,653,535.85 1,580,067.59 B.04
8,779,626.00 - 8,779,626.00 100.00
(3.627,883.85) (369790217 70,018.32 (1.8%
(553,092.69 (1,004,606.0M 451,513.38 (44.94)
1,632,576.23 i,314,654.86 117.921.37 7.79
994,088.754.16 1,066,062,816.72 (71,974,062.56} {6.75)
152.329,505.51 140,036,453.47 12,293,052.04 4.78
(251,114.99 (826,427.07} 575,312.08 (69.61)
152,078,350.52 139,210.026.40 12,868.364.12 9.24
40,481,174.52 31,243,032.66 $,238,141.86 29.57
1,315.586,14 1,311,050.33 4,493.81 0.34
3,317,497.30 4,755,422.77 (1,237.925.47) (26.03)
45,314,257.96 37,309,545.76 8,004,712.20 21.45
106,764,132.56 101,900,4950.64 4,863,651.92 477
106,764,132.56 10£,900,480.64 4,863,651.92 477
941,636.24 3.403,251.43 {2,461.613.19) (72.33)
105,822,496.32 98,497,228.21 7,325,267.11 7.44

[ 2]



Electnc Qperating Revenues... "
Gas Operating Revenues......ooooooeiin v

Total Operating REVENUCS..oocvemcvevciirivsrneeens

Fuel for Electnc Generation i siomn,
Power Purchased
Gas Supply Expenses. .
Cther Opemiion EXPenses..........oiriivemen o
Maintenance....
Depreciation....
Amartization Expense, .
Regulatory Credils.....oooe i e
Taxes
Federal INCOME.nvneainss
State Income. .
Deferred Federal Income - Netoo..oooiiiniinniinnen
Deferred State Incomie - Nebor i
Fedesal Income - Estimated
State Income - Estunated...
Praperty and Other......
Investment Tax Credit...
Amortizauen of Investment Fax Credit.....ooooeeninn,
Gun from Dispositien of Aliowances....
Accretion EXPENSe. .....oovvieieiiinetiiiinr e sraeiee i

Total Operating EXPenses .o evcniiniaiis s
Net Operating IHCOME ..ot
Other Incame Less Peducans.... . vcovevvsnccecinaaann
Income Before Interest Charges..oo.oooevevceeienennnn
Interest on Long Term Deblu e cviinicnrienns

Amortization of Debt Expense - Net
Other Interest Expenses

Total Interest CRArEES. .coomerrvne e eeiiacreeecieygaees
Net Ine Before Comudative Effect of Acctg Chg........
Cumulative Effect of Accounting Change Net of Tax...
NELINCOME. oot e s e
Preferred Dividend RequirementSe..oo...ooveevvnvennynne

Earmings Available for Common....v.ov e cniniianne

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME
NOVEMBER 308, 2007

YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %o
933,235422.04 955,718,256.89 (22,482,834.85) (2-35}
344,973,674.66 444,351 .650.72 (99,377,976.06) {2216}
1,278,209.096.76 1,400,069,907.61 (£21,860,210.91) {8.70)
314,161,262.835 296,688,621.94 17,472,640.91 5.89
81,690,139.18 121,663,470.96 (3%.973,331.78) {32.86}
243.883.452.51 345,008,661 .46 {104,125.708.95) (Z8.31)
174,736,960.66 194,825.376.87 (20,088.416.21N (1031
82,146,246.36 74,908,902.91 7.237,343.95 9.66
119,688,447.81 117,746,184.58 1,942,263.23 1.65
6,269,233.39 5,833,254.11 375,979.28 6.45
(2,363,058.9T) (14,021,976.72) i1,658,917.75 (83.15)
50,704,876.39 64,202,006.27 (i3,497,129.88) (21.62)
10,306,157.68 12,584,747.0¢ (2,278,589.3) (18.11)
{2,080,921.61% {4.582,224.27) 2.501,302.66 (54.593
{52377.18) {£.278,397.26} 1,226,020.08 (#5.90
(3,199,908.96) 2,159,680.06 {5.359,589.00) {z48.1
{871,687.80) 286,308.83 {1,157.996.63) (404.46)
23,288,758.89 21,160,791.27 2,127,967.62 16.06
11,779,626.00 - 11,779,626.00 100.00
(3,951,643.127) {4,033,939.53) 82,296.41 (2.04}
(553,092.69) {1,604,606.07) 451,513.38 {44.94)
2,175,962.96 £,573,067.86 602,895.10 38.33
1,107,698,434.85 1,233,719,930.27 (126,021,495.42) {10.21}
170,510,661.85 166,34%,977.34 4,160,684.51 2.50
{146,976.7) {6,665.86) (149,306.86) 2,103.60
170.363.685.13 166,343,307.48 4,020,377.63 242
43,362,844.99 33.973,522.77 9,389,322.22 27.64
£,434,776.57 £,430,283.01 4,493.16 ¢.31
3,873,816.05 5,323,619.64 {1.449.803.5%) (27.23)
48,671,437.21 40,727,425.42 1,944,011.79 19.51
121,692.247.92 125,615,882.06 {3,923,634.14) 3.4
- 7.421,571.50 {7.421.571.50) {100,003
121,692,247.92 118,194,310.56 3,497,937.36 156
1,243,749.48 3,676,197.9% (2,432,448.51) {66.17}
120,448,498.44 114,518,112.57 5,930,385.87 35.18




Balance at Beginning of Period

Add:

Credits from Income
FIN 48 Adjustment

Deduct:

Adjustment to Retamed Eamings

Preferred Dividends

525 Par Value

5% Series.............
Without Par Value

Auction Rate
Preferred Dividends Accrued

$25 Par Value

5% Sertes......o..n...
Without Par Value
Auction Rate

Common Dividends

Common Stock Without Par Value

Balance at End of Period

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

NOVEMBER 30, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
672,560,370.81 617.945,169.80 639,104,729.77 620,981,498.44 624.,478,727.65 604,960,615.08
3,437,782.73 6,835,672.52 106,764,132.56 101,900,480.64 121,692,247.92 118,194,310.56
(55,996.00) 202,186.00 202,186.00
- 3,787,254.55 3,787.254.55
316,636.25 806,523.51 406,249.48 1,075,364.65
624.999.99 1,992,500.01 837,500.00 2,600,833.34
- 89,014.67 179,227.91
. 212,560.060 425,000.00
- - 65,000,000.00 95,600,000.00 65,000,000.00 95,800,000.00
676,342,157.54 624,478,727.65 676,342,157.54 624478,727.65 676,342,157.54 624,478,727.65




ASSETS AND OTHER DEBITS

Liility Plang

Utility Flant ot Ongiaat Cost... RSP
Less Reserves for Dcprcmanun & Amuruzatmn .....

Total....

Investments - At Cost

Ohio Valley Efectnc Corporation...
MNonutifity Property-less Reserve...
Special Funds

Other.....ccccuin

TOLAE 1 vricucieissesesesenss e e et e e st eaa

Current and Accrued Asseis

Specisl Deposits....
Temporary Cash Investments. ......oo.oviviiiinneens
Accounts Receivable-Less Reserve. .
Netes Recetvable from Assoc. Companies....
Accounts Receivable from Assoc Companies........
Materinis & Supplies-At Average Cost

Fuel... -

Plant Mnlenals & Opcmtmg Supphcs

Stores Expense

Gas Stored Underground
Allowance Inventory...........oin s
PrepaymEIS. o rrerarsnemernirmesibenss s s s e
Miscellancous Current & Accrued Assets...

FOIBLrssvmmreecereeess st nrsrsronar e e ta e e e e rans

Defesred Debits and Other

Unamortized Debt Expense.
Unamortized Loss en Bonds....
Accurnulated Deferred Income Taxes
Deferred Regulatory ASSelS. e rasiaiaes
Other Deferred DeBils.....vomiin e e cvicsineanes

TO. ettt e

Total Assets and Other Debits. oo cceeeieanoe

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF NOVEMBER 30, 2007 AND 2006

THIS YEAR LAST YEAR
4,285,008,067.81 4,128,497,383.1G
1,859,538,295.78 1,782,835.091.17
2,425,469,772.03 2,345,662,291.93

594,286.00 594,286.00
11,879.20 17,337.47
20.081,928.30 1,975812.41
20,688,093.50 2,587,435.88
3,404,206.59 4,218,628.91
599,714.04 18,306,6%0.17
35,779.47 543503
[39,693,992.24 138,072,516.38
544,170.02 19,459,420.53
45,275,739.84 38,915,540.08
26,354,029.35 25,419,440.64

4,552,901.38
98,116,218.34

4,233,297.69
97.519,753.37

15,750.49 15,960.42
5,634,226.94 5,992,445.00
623,833.46 2,856,968.44
324,846.602.16 347,016,036.66
$,798,737.06 8,166,098.84
15,186,932.66 19,708,409.03
55,486,371.60 87.972,002.53
166,873.355.88 36,451,321.53
33,402.091.56 59,194,433.97

284,747,488.16

211,492,271.90

3,055,751,955.85

2,506,758,036.37

LIABILITIES AND OTHER CREDITS

Capitalization

COmmon SO e e
Coammion Stock Expense.

Paid-In Capital
Other Comprehensive [ncome..-......vviineeene,
Retamed BAmINES v eecesecerietns e v e e

Total Comumon Bty e arivia i se e enameeans
Preferred S100K ..ot e
Poliution Contral Bonds....c.oovvvvveenionianiinnn..
Mandutory Redeemable Preferred Stock....ooueevni.
LT Notes Payable to Associated Companies........

Total Capitalization.. .. mrere e cciriviavransreeen,

Current and Accrued Liabilities

Long-Term Debt Duc i I Yearininnnns
ST Notes Payable 1o Assoctated Cumpames..
Notes Payzble to Associnted Companies............
Naotes Payable ...
Accounts Payable
Accounis Payable to Asseciated Companies...
Customer Deposits
Taxes Accrued............
Iterest Accrued..........
Dividends Declased....
ST Obligatiors Under Capstnl Lcascs ......................
Mise. Current & Accrued Liabilities...ooervvioeee,

TO rvmeeevereoememememncec e esesee s e aes rem et an

Deferred Credits and Other
LT Obligations Under Capital Leases..
Accumaliated Deferred Income Taxes..
Investment Tox Credit...

Regulatory Liahilities... -
Custorner Advances for Cunslmcuen...
Asset Retrrement Obligations.....

Other Defesred Credits...........
Misc. Long-Term Liabilities

Accum Provision for Pest-Retirerent Benefits.....

TOAL cvrcrarorsermssrseiamsonnsinrerse s oo s srasnne e s anseanns

Totat Linbilities and Other Credits.oec ol

THIS YEAR LAST YEAR
425,170,424.09 425,170,424.0%
(835,888.64) (835.888.64)
40,000,000.00 40,060,060.00
(13,933,101.00) (59,095,244 .1%)
676,342,157.54 624,478,727.65

{,126,743,591.99

1,029,718,018.91

- 70,424,594.08
574,304,000.00 574,304,000.00

- 18,750,0060.00
410,000,000.00 225,080,000.00
2.1§1.047,591.99 1,918,196,612.96
- 1,250,000.00

90,115,000.00

76,957.517.5%

82,433,000.00

70.971,651.77

29,032,909.38 46,554,714.67
19,305,082.59 18,035,235.48
13.564,776.20 20,781,473.18
7.458,114.07 3,962,264.87
- 604,226.46

420,119.91 .
10.836,428.44 7,833,78¢.81
257,689,948.18 254,433,347.24

47,299.00
393.259,391.03
46,221,979.29
54433,134.89
16,552,345.33
29,470,590.33
49,965,155.65
6,585,931.00
$0,478.589.16

406,791,477.20
38,393,996.41
48.319,790.13
13,916,170.19
27,883,541.30
77,276.402.96
69,103,897.15
58,442,791.83

687.014,415.68

734,128,076.17

3,055,751,955.85

2,906,758,036.37




Common Equity

LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT
NOVEMBER 30, 2087

Commaon Stock - Without Par.......mcnnenn
Common Stock EXPense... oo cn e veeenee
Paid-In Capital.......oooiiiiiii e
Other Comprehensive Income.......oooniiiii .
Retamed EarnimES. v ceeeeeessisssssssisnecrsteiauansaen e

Total Common Equity. .. anennaan

Long-Term Debt
Pollution Control Bonds

PCB Y JC 05/01/00 Due 05/01/27 VARYeivirinenn e,
PCB Z JC 08/01/00 Due 08/01/30 VAR
PCB AA JC09/11/0] Due 09/01/27 VAR%..............
PCB BB JC 03/06/01 Due 09/01/26 VAR%....co0cvvneennt
PCB CC TC 03/06/01 Due 09/01/26 VARY..ocvveveev .
PCR DD IC 03/22/01 Due 11/01/27 VAR,
PCB EE TC 03/22/01 Due 11/01/27 VARV ccveivvivenn s
PCB FE TC 10/23/02 Due 10/01/32 VARY...cccrvivneeean
PCB GG IC 11/20/03 Due 10/01/33 VAR e
PCB HH JC 04/13/05 Due 02/01/35 VARY. oo
PCB JC 04/26/07 Due 06/01/33 VAR oo
PCB JC 04/26/07 Due 06/01/33 VARY...ovevsremeecnsnanees
PCB TC 04/26/07 Due 06/01/33 VAR

Total Pollution Control Bonds......coecevccniec i

LT Notes Payable to Associated Companies.............

Total Capitalization.......ccovercene
ST Notes Payable to Associated Comp

anies

Total Capitalization and Short-Term Debt................

AUTHORIZED
SHARES

ISSUED & OUTSTANDING

SHARES

AMOUNT

PERCENT OF TOTAL

CAPITAL &
S/T DEBT

CAPITAL

75,000,000

Not Limted

21,294,223

425,170,424.09

(835,888.64)

40,000,000.00

(13,933,101.00)

676,342,157.54

1,126,743,581.99

25,000,000.00
83,335,000.00
10,104,000.00
22,500,000.00
27,500,000.00
35,000,000.00
35,000,000.00
41,663,060.00
128,000,000.60
40,000,000.00
31,000,000.00
35,200,000.00
60,000,000.00

574,304,000.00

410,000,000.00

51.19

26.09

18.63

53.38

27.20

19.42

2,111,047,551.99

90,115,000.00

2,201,162,551.99

9591
4.09

100.00

100.00



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
NOVEMBER 30, 2007

Balance Balance as Shown
Account - Subsidiary Account

Subsidiary Account On Balance Sheet
UTHLITY PLANT
Al Original Cost 4.285,008,067 81 4.285,008,067 81
Reserves for Deprecistion and !\mnruzuhon {1,859.538.295 78)
Etectric {1,568,442.687 51}
Gas .. ... (205,237,208 11)
Common . {64,751,853 86)
Amortization of Plam
Electric (100 00)
Gas. .. ... (800 .00)
Common {21.105,646.30)
INVESTMENTS - AT COST 20,688,093.50
Nonutility Property. ... 75239 56
Nonutiiity Propesty Reserve (63,360 36)
Ohio Valicy Electric Corporation. 594,286 00
Special Funds. 20,081,928 30
CASH . . . 3,404.206 59
JP Morgan Chusc . 15,077 30
BB&IT. . 11.678 54
Bank of America 9440172
Town and Country Bank 2261797
US Bank 3,168,182 21
Bedford Loan and Dcposn Brmk 100.00
Farmers Bank ... . . 10,000 00
Meade County Bank . . 77.058 85
OTHER SPECIAL DEPOSITS 599,714 04
MAN Margin Cail. 599,714 04
TEMPORARY CASH INVESTMENTS 35,779 47
Other. .. .. . 3577947
ACCOUNTS RECEIVABLE - LESS RESERVE . 139,693,992 24
Warking Funds 21,280 00
Custommers-Active 68,499,791 95
Whoiesale Sales . 4,086,690 10
Transmission Sales 164,616 40
Unbilled Revenues . 50,885,000 00
Employee Computer Loans. 96,958 19
Damage Claims 847,061 59
RAR Settlements 1,038,234 00
Tax Refunds. 1,860,522 77
IMEA... . . .. 3,343,715.33
IMPA. 3,504,455.49
Other, .. 6.759,407 72
Reserves for Uncouccub]c Accounts
Ulility Customers
Reserve {678.087 60}
Accrual U (1,975,728 B8)
ChargedOfT. ... . .. .. 4,232,668 36
Recoveries .. . . . {2,256,939 48)
AR Miscellaneous . . . . ... e (1,116,766 00}
Interest and Dividends Rccewablc 7,716 41
Rents Receivabie o B 173.394 69
ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES. . . 544,170.02
E ON US Services/Kentucky Utilities 544,170 02
FUEL.. . 45,275,739 84
Coal l 226 249 48 Ion5 Q 535 79 MMBTU 28 290 866 98 O, I55 13¢ 43,887,637 14
Fuel Ol 166,493 Gallons @ 201.83¢ 336,039.54
Gas Pipeline 131,307 00 MCF @ $8 61, 1.052,063 16
PLANT MATERIALS AND OPERATING SUPPLIES . 26,354,029 35

Regular Materials and Supplies . .. .
Limestone 48,042.91 Tons @ 36 87 .

26,023,810.49
330,218 86



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
NOVEMBER 30, 2087

Accoun - Subsidiary Account

STORES EXPENSE .
Stores Expense Undistributed

GAS STORED UNDERGROUND - CURRENT
Gas St Underground*13,617.514 MCF (14 73 psia) @ S? 21

ALLOWANCE INVENTORY.
Alowance Inventory.

PREPAYMENTS
Insurance
Taxes
Rights of Way
Risk Management and kacrs Compcnsnuen
Vehicle License .. . .
Other ..

MISCELLANEQUS CURRENT ASSETS
Miscellancous Current Assets.
Derivative Asset - Non-Hedging

UNAMORTIZED DEBT EXPENSE
Pollution Control Series Y due May 1, 2{)27
Pollution Control Series Z due Aug 1. 2030
Pollution Contrel Series AA due Sept |, 2027.
Pollution Control Serics BB due Sept |, 2026..
Polfution Controf Series CC due Sept |, 2026
Pollution Control Series DD due Nov 1, 2027 .
Pollution Contrel Series EE due Nov 1, 2027, .
Pollution Control Series FF due Ot |,2032. .
Potlution Control Sesies GG due Oct 1, 2033
Poitution Controf Series HH due Feb. 1. 2035
Poliution Controt Bonds due Jun F. 2033
Poliution Control Bonds due Jun I, 2033
Pollution Control Bonds due Jun §,2033. . ..

UNAMORTIZED LOSS ON BONDS ..
Refinanced and Calied Bonds . ..

Balance

Subsidiary Account

4,552,904 38

08,116,218 34

11,790 49

2.770,328 14
1,131,309 57
280,000 03
90.0060.00
16,012 72
1,346.576 48

38340
619,999 45

464,002.49
867,620 99
391,821 00
185,105 36
201,344.23
218,019.02
218,052 67
914,748 48
3.034,769 35
995,050.40
590,082 04
552,410 56
1,165,709 97

19,186.932 06

Balance as Shown
On Balance Sheet

4.552,901 38

098.116,218 34

11.750 49

5.634.226 94

623,833 46

9,798,737 06

19,186,932 06

OTHER DEFERRED DEBITS. . 33,402,091 56 33,402,091 56
DEFERRED REGULATORY ASSET . 166.873,355.88
Asset Retirement Obligations
Electric. . L L 18,832,210 34
Gas. .. . e P 5,162.140.55
Common S 23,0230
Pension & Pusr.rchﬂ:ment Benef’ts 126288471 00
ECR Ash Hauling . 3,428,495.29
MISO Exit Fee. . 13,139,016.40
ACCUMULATED DEFERRED INCOME TAXES 55,486.371 60
Federal
Electric . 39,383,565 02
(as 7.638,457.16
State
Electric. . 7.335462.41
Gas ,128,886.61
*Exciudes: b MCF
Non-recoverable Base Gas 9,648,855 00 7,880,000
Recoverable Base Gas 213999000 2,930,000
11,788.845 00 16,810,000
Total Assets and Other Debits . 3,055,751,955.85 3,055,751,955.85




LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEPGER

Account - Subsidiary Account

CIOMTITION SHOCK oo vve o s s e cra s eecmmeams et oo ot bt et e 2800 e e+ 20
Retained BarmimES. v e v ot s e o S 00 S

Commeon Stock EXpense. . oo v i
Additional Paid-In Capital. ... ...

Other Comprehensive INCOME. . vu oo v e e e

BONDS ...
Poliuhon ControE Bonds

LT NOTES PAYABLE TO ASSOCIATED COMPANIES. ..o

ST NOTES PAYABLE TO ASSOCIATED COMPANIES
Money Pool Payable.... ... ...

Regular. .. .
Salaries and Wages Accrued

Tax Collections - ?ayabie‘..n.‘....“.

ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES. ot
E.ON US Services/Kentucky UHHES. .. .o o mciamvs e ot s e

INTEREST ACCRUED...
Loan Agreement - PoE Cont Bonds 2000 Senes A

Loan Agreement - Pol. Cont. Bonds 2000 Series A—T(“ et g1 22 s e
Loan Agreement - Pol, Cont. Bonds 2007 Series A ..o v s
Loan Agreement - Pol. Cont, Bonds 2001 Series A v e i vsnens s

NOVEMEBER 30, 2007

Loan Agreement - Pol. Cont. Bonds 2001 Series A-TC.ooivicnnn

L.oan Agreement - Pol. Cont. Bonds 2001 Series B .o v
Loan Agreement - Pol. Cont. Bonds 2001 Series B-TC .o v ia e

Loan Agreement - Pol. Cont Bonds 2002 Series A-TC ...
Loan Agreement - Pol. Cont. Bonds 2003 Series A ...
Loan Agreement - Pol. Cont. Bonds 2005 Series A........

Loan Agreement - Pol. Cont. Bonds 2007 Series A......

Loan Agreement - Pol. Cont. Bonds 2007 Series Boov v v cnncmnnnconsic o
Loan Agreement - Poi. Cont. Bonds 2007 S€1ies A v ot cminmosn oo

Interest Rate Swaps.......... ..o vor s
Fidelia..
C‘ustomers Deposns

ST OBLIGATIONS UNDER CAPITAL LEASES..

MISCELLANEOQUS CURRENT AND ACCRUED LIABILITIES .. waranan
CUSLOMET OVEIPAYIIENTS. . .. vorvarma i cvirass e somarmis 2aa i o reneess s nes
UK Emission Research Grant.. .o iiieon v ini i sarvasm s sna e

Vacation Pay Accrued...
Derivative Liabilities - Non-Hedgmg

Postretirement Benefits - Current
T . oo e e e e e e e et e e e et e Ta e mn A nm e A A s a1 e

Balance

Subsidiary Account

425,170,424 09
676,342,157.54

(835,888 64)

40,000,000.00

(13,933,101.00)

574,304,000.00
410,000,000.00

90,115,000.00

73,334,87757
2,708,458.44
914,181.58

29,032,909 38
19,305,082.59
23,564,776 .20

55,902.78
92,594 46
4,602.92
196,680.84
240,387.67
308,421.90
305,948.23
48,514.03
298,666.67
19,722 .25
343586
391114
1,410,666 65
159,150.62
3,497,375 53
772,132.52

420,119.91

2,989,725.19
250,000.00
4,642,413.83
365,794 80
2,248,334.00
340,160.62

Balance as Shown
On Balance Sheet

1,126,743,591.99

574,304,600.00

410,000,000.00
50,115,000.00

76.957,517.59

29,032,509.38

19,305,082.59
23,564,776.20
7,458,114.07

420,119.91
10,836,428.44



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
NOVEMBER 30, 2007

Balance

Account - Subsidiary Account Subsidiary Account

LT OBLIGATIONS UNDER CAPITAL LEASES ... .

CUSTOMERS' ADVANCES FOR CONSTRUCTION .ooiiin i i o oe s g e
Line Extensions
Electric...
Gas... et

Customer Advances Arena

ASSET RETIREMENT OBLIGATIONS
Common..

OTHER DEFERRED CREDITS..

Asset Retirement Obligations
F et T ot o TP OSSR TP PP
Deferred Taxes
Federal
ELECITIC 1o +ims e s assmme s et easimn s e s o s 84 4 1458 6 S e 10w e
State
Electric .
Gas... y
MISO Schedule 10 Charges

Job Development Credit
Electric........
Gas...
AdvancedCan(‘redlt :
ACCUMULATED DEFERRED INCOME TAXES . oo e oot et s s samanne
Federal
B EOETIC . oo oot s oottt o v Am e s s 0428 s 3 8 A S5 1 2 e e
LT T
COTTIITION . v+ oo st ae e < st st e St S b5 0 20 B AP 4 0 10 026 et e 8 AR50 5T
State
BB OITEC . .. ov e et erer e wamam s ot v e 2 SR 6ARE AAE 1 oo 820 A7 At S
MISCELLANEQUS LONG-TERM LIABILITIES ... s mans e s o st ves o s
Workers' Compensation...
Uncertain Tax Positions... e e A a3 2o < e AR AR
ACCUMULATED PROVISION FOR BENEFITS .. oot i en e e vasasanan
Pension Payable.... :
Postretirement Beneﬁts FAS 106 e
Post Employment Benefits Payabke.m...‘ e AR A 2 1A A AR £ e e e

47,299 00

799,072.49
8,221,529.65
7,531,743.19

21,706,008.94
7,738,996 35
25,585.04

49,965,155.65

223,349.96
105,608.18

26,695,003.75
1,705,343.50

18,829,272.00
2,697,123.50
4,177,434.00

33,281,558.30
1,160,794 99
11,779,626.00

292,562,346.01

43,927.433.65
(1.00)

49,863,054.87
6,906,557 .50

6,030,948.00
554,983.00

(3,967,637.00)
90,826,183.16
3,620,043.00

Balance as Shown
On Balance Sheet

47,299.G0
16,552,345.33

26,470,590.33

49,965,155.65
54,433,134.89

46,221,979.29

393,25%.391.03

6,585,931.00

50,478,589.16

Total Liabilities and Other Credis. v smoamine o oo oo s arsmen con s 4 imssiosams aans o 3,055,751,955.85

3,055,751,955.85

10



LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CASH FLOWS
NOVEMBER 30, 2007

Year to Date

11

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Net income.. 106,764,132.56 101,900,480.64
Items not requiring (provxdmg) cash currentiy
Depreciation. ... oooveers e 109,395,691.35 107,689,513.80
ATHOTHZALION. | et e i o it o £ £ et et 5,728,988.46 5,387,110.59
Deferred income taxes - net........... 5,174,525.36 (8,882,923.09)
Investment £a) CTEAIL « TIBL. ..o ooamue ettt e v e e e s oot 5,151,742.15 {3,697,902.17}
0 11 ST OO (10,824,298.26) (5,548,236 61)
ChAnEE i1 TECEIVABIES ... .o voete oot i omen s 43t on et i e 44,323,339 28 110,037,19583
CHANRE 115 FIVEIOTY . . ot oo s205 e e 0800020 2w i (23,903,029.98) 25,162,804.61
Change in alloWanoe MMVEDLOTY .. .. v v e o v s aasnon e emsinnin s s 3,612.51 5,542.34
Change in payables and accrued XPEHSES ... v v iamenren e consaese s s am i (100,191,434.23) (77,695,909.25)
Change in other 1egulatory aSSEIE. .. oo i oo s sy s (3,253,652.34) (8,931,826 05)
Change in other regulatory Babilities ... i i (837,435.87) 6,426,381.03
Change in other deferred debits.. v o oo s e o 248,226.45 4,627,439 01
Change in other deferred credits. ... (1,312,879.64) 35,642,207.74
Other... ot s (2,268,737.81) (1,253,210.89)
Net cash prov:ded (used) by operatmg activities... 134,098,789.89 290,868,667.57
CASH FLOWS FROM INVESTING ACTIVITIES
Gross additions to utility plant - construction expenditures..... {179,190,190.80) (132,715,758 81)
Change in long-term investments ... ... 5,458.27 {1,856,855.45)
Change in restricted Cash. ... .o e s s e e (5,075,794.43) (488,842.03)
Net cash provided (used) by investing activities ... ....coovinns i vesnve e (184,260,526.96) (135,061,456.29)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of Jong-term debt ... e e 308,454,141.72 (1,965.17)
Net increase in short-term debt... e o e 22,291,000.00 -
Net increase in short-term cap:tal tease oblagatmns 420,119.91 -
Net increase in long-tern capital lease ob]:gatmns...‘..,.,,K.,,.w e ararns s ar e s a1 47,299.00 -
Payments for retirement of long-term debt. v i s (126,000,000.00) -
Payments for retirement of preferred Stock. ..o icvnrcnen e s {91,643,112.60) (1,250,000.00)
Net decrease i SHOTETETIN QBB oo oot s s eoes e s e s me 4 o1 varn e e v ma e o - {58,812,000.00)
Dividends on preferred SIOCK. . .. oo e st e e 2 e e it {4,416,711.93) (3,617,864.65)
Dividends 0n COTTION SEOCK. .. o uoeenimrs s wiun coerereamsssirss s nt e esa e 4ot 241 02 e e 255 2ene (65,000,000.00) {95,000,000.00)
Net cash provided (used) by fnancing activities. . ..o oo riricrenrn s i 44,152,736.10 (158,681,829.82)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS. ... v, (6,009,000.97) (2,874,618.54)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD ..o s 9,448,987.03 7,098,682.48
CASH AND CASH EQUIVALENTS AT END OF PERIOD. ... .ivoviii i o 3,439,986.06 4,224.063.94




Interest On Long-Term Debt

Loan Agreement - Poll. Control Bonds
1992 Series A Variable ... enenes
1992 Series A Variable TC...
1991 Seres A Variable Rate..imumeeeieinaaanen
1995 Sertes A (5.90%) e e ermeiicii e
2000 Senies A Varfabie Rate...
2600 Sertes A Variable TC....o.oooiiiii i
2001 Seres A Vaonable Rite.....ooooiviiinanniinnns
2001 Series A Variable Rate....
2001 Series A Variable Rate TCviererieineaannces
2001 Series B Varable Rate...covuviereeeanoe
200! Serics B Variabie Rate TC..
2002 Sertes A Variable Rate TC..
2003 Sertes A Variable Rate....
2005 Sertes A Variable Rate....
20607 Series A Variable Rate....
2007 Series B Variable Rate .......
2007 Series A Variable Rate {4.6%)...
Interest Rate Swaps

Notes/Debenatures

171 SO PO UUU PN

Amortization of Debt Expense - Net
Amortization of Debt Expense.....ocvvrreeaes
Amort. of Loss on Reacquired Debt....eernncnee

QOther Interest Charges
Customers’ DepositS..immaecres
Federal Income Tax Deficiencies
Other Tax Defictencies. ..o
interest on Debt to Associated Compames .........

TOUEL v et crrerismrersvrrseesacrsesstaene s s namem s aanrnrean

TOtRl INLEIESE 1 veveaeerercemraeeeirtrnen s enee e e e sanarnes

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

NOVEMBER 30, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
- 92,613.70 350,482.41 996,651.22 447,328.99 1.079,415.60
- {75,520.56 670,142.71 1.900,167.07 854,819.42 1,058,189.02
- 103,574.79 392,885.10 1,119,630.04 5006,973.21 £,207.822.93
74,131.95 73.958.34 855.937.51 793,833.39 933.055.57 857,291.7%
275,468.47 233A4771.29 3,679,987.84 2,737,211.94 3,338,905.06 2,952,075.03
32,992.37 30,432.68 360,278.47 32497831 398.414.79 351,445.19
68,609.5% 66,205.49 760,364.43 716,887.00 828,277.44 T76,2067.56
83,856.16 30,9£7.81 929,334.25 876,195.21 1,012,339.04 §48,705.09
107,589.04 103,561.65 [,186,816.48 {,128,747.28 1,293,830.17 1,223,147.96
106,726.04 103,561.63 ;,184.342.80 1,128,428.79 1,291,356.49 1,221,984.95
£39,834.59 121,228.02 £,465,574.96 1,320,991.64 1,993,218.26 £,429,868.56
379,520.00 373,653.34 4,331,075.59 4,000,088.90 4,715,751.14 4,118,595.57
113,166.67 116,222.20 1,333,672.22 1,229,594.40 1,455,938.88 1,333,483.28

92,948.33 - 684,077.02 - 684,077.02 .

103,840.60 - 778,985.80 - 718,985.80 -

230,000.00 - 1,679,000.04 - 1,679,000.04 -
199,150.61 141,324.45 i,447,642.89 1,825,200.26 1,562,208.00 2,054,891.65

16,136.02 - 3.365,651.19 - 3,365,65%.19 -
1,634,080.55 911,875.01 15,272,950.56 10,030,625.11 16,184,825.57 16,942,500.12
- §7,916.66 3145.972.25 i,113,802.10 443,888.91 1,27,838.55
3,658,050.39 2,846,043.64 40,481,174.52 31,243,032.66 43,362,844.99 33,973,522.77
33,752.38 34,054.02 366,881.54 374,594.22 400,935.56 408,643.88
26,701.35 #5,136.01 948,704.60 936,496.11 1,033,840.61 1,021.639.13
120,453.73 119,190.03 1,315,586.14 1,311,080.33 i,434,776.17 1,430,283.01
82,085.05 74,781.01 883,356.98 823,316.15 %62,521.02 £97.919.49
- - (1,058,734.31} 2.344,010.99 (1.058,734.31) 2,344,010.99

- - 1,561.30 213.87 1,961.30 {(6,168.19)

- 475.76 2.447.64 1,503.04 292340 1,503.04
404,570.66 330,86%.70 3,679,884.13 1.583,978.72 3,956,563.08 1,085,954.25

- - 8.581.56 - 8,581.56 -
546,655.71 406,126.47 3,517.497.30 4,755,422.77 1,873,816.05 5,321,619.64
4,325,159.83 3.371,360.14 45,314,257,96 37.309,345.76 48,671,437.21 40,727,425.42
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Kind of Taxes

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

Taxes Charged to Accounts 408.1 and 409.1
Property THXES oo eenmarssisitsrsmmimssas s sasmsaseses

UnEmDIOYINENL . cocusrireeemecsmserses e rsstssnnsnsssscsasusniss
Federal Old Age and Survivors Insurance
Public Service Commission Fee

Federal Income

AL INICOMIE e eereirrersrrrrrecrsssiesssrtrssnrenamma st rairstsaanesns
MISCE TATIEOUS 1t eeeeerecvsrerrersseserrsbisirrnssensenssersstsasasrnsnns

Total Charged to Operating Expense

Taxes Charged to Other Accounis

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

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

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

Taxes Accrued on Intercompany Accounts.........

Total Taxes Charged

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

Kind of Taxes

Property TAXES..uiesrreemsninirssrsssnminsrsssmenserssseceenats

State Unemployment
Federal Unemployment
Federal Old Age and Survivors

Federal Income

GHALE ITICOMIBa e iereermscarrarseremesis s en s s snas st e s nssnsarases
Kentucky Sales and Use Tax

MISCELIANEOUS. ..o esreerasrsssneescnssssssissiassssassssaseainns

NOVEMBER 30, 2607
Current Month Year To Date
This Year Last Year This Year l.ast Year
1,448,547.16 {,275.504.17 13.690,084.03 12,728,861.34
4,369.25 (10,828.92} 115,557.39 135,053.86
537,655.26 438,992.80 5,647,635.37 5,297.323.76
161,615.66 158,705.95 1,760,314.02 1,622,229.25
2.319,851.29 4,525,356.40 38,283,691.60 53,433,517.73
441 876.44 1,005,634.76 8.474,019.26 10,400,934.58
132.56 - 20,012.63 {125,932.36)
4914,047.62 7.393,365.16 67,991,314.30 83,487.988.16
228.030.65 211,435.85 1,444,995.17 1,309,803.26
{158,475.17) {167,237.12} {2,141,113.11) {2,042.058.32)

4,983,603.10 7.437,563.89 67.295,196.36 82,755,733.10
ANALYSIS OF TAXES ACCRUED - ACCOUNT 236
Taxes Accrued Accruals Payments Taxes Accrued
At Beginning To Date To Date At End
Of Year This Year This Year Of Month
13,925,965.24 13,793,477.56 17,668.,549.26 10,050,897.54
18,782.64 19,783.42 38,202.00 364.06
29.205.50 25,477.714 54,197.74 485.50
561,717.23 4,878,782.51 4,929.932.73 510,567.01
6,350,985.46 17,075,135.79 34,438492.20 3.987.629.05
7.726,946.43 8,176.440.56 12,175,139.00 3,728,247.9%
10,878.76 3,254378.19 2.578,671.84 286,585.05
0.37 71,721.19 71,721.56 (0.00}
28,624,485.57 67,295,196.96 72,354,906.33 23,564,776.20
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UTILITY PLANT IN SERVICE

Electric
Intangible.....o.coovin
Steam Production.......cvviviiiiiiiiiierranneraes

(Gas
Intangible.. .o
Natural Gas Storage Plant Underground.........
B -1 101 | 1) s SO PPRU RIS
DiStHBUIION. o evrar e

General. . s
(Gas Stored Underground Non-Current...........

Tl oS, .ttt iereeeere i ieiieiaaeavarennnans

Common
Intangible. ...ooooiinni
L 1 =221 NPT PP

Total Commoni....oorreiiiriirrier e raeasasans
Total PIant in Service....oiivrirnriiceraaeerananas

Constructton Work In Progress
AT Te] va (T

LOUISVILLE GAS AND ELECTRIC COMPANY

SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

NOVEMBER 36, 2007

NET BALANCE TRANSFERS/ BALANCE

FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS  NET ADDITIONS TO DATE
2.340.29 . - . - 2.340.29
1,945,257,925.33 14,009,964.80 (3,451,047.88) (863.74) 10,558,053.18 1.955,815.978.51
17,884,886.35 66,269.19 - (6.50) 66,262.69 17,951.149.04
225.436,782.99 315,143.06 (158,697.00) - 156,446.06 225,593,229.05
240,067.695.28 15,275,701.14 (794.761.48) (3,177.21) 14,477,762.45 254,545,457.73
754,284,748.12 11,923,829.62 (4,450,962.31) {60.096.92) 7,412,770.39 761,697,518.51
16,886,738.80 81,698.49 (275.858.33) (36,652.65) (230,812.49) 16,655.926.31
3,199.821,117.16 41,672,606.30 (9.131,327.00) (100,797.02) 32,440,482.28 3.232.261,599.44
1,187.49 - - - . [,187.49
61,048,289.77 278,090.01 (69.306.58) . 208,783.43 61,257.073.20
12.894,091.35 7.816.74 - - 7.816.74 12,901,908.09
440,120,789.38 22.215,712.13 (1,600,443.19) (2,319.15) 20,612,949.79 460,733,739.17
10,346,233.87 298.651.00 (1,571,058.35) (33.407.63) (1,305,814.98) 9,040,418.89
2.139.990.00 . . - - 2,139,990.00
526,550,581.86 22,800,269.88 (3.240,808.12) (35,726.78) 19,523,734.98 546,074,316.84
28.,877,505.07 3.467.608.47 - - 3,467,608.47 32,345,113.54
150,813,423.54 5,778,913.80 (4,177.680.34) (19,559.23) [,581,674.23 152,395,097.77
179.690,928.61 9,246,522.27 (4,177.680.34) (19,559.23) 5,049,282.70 184,740.211.31
1,906.062,627.63 73,719,398.45 (16,549,815.46) (156,083.03) 57.013,499.96 3,963,076,127.59
154,377,558.86 §8,052,052.73 - - 88,052,052.73 242,429,611.59
54.810,960.24 4,238,514.31 - . 4,238,514.31 59,049.474.55
8,684,890.86 11,767,963.22 . - 11,767.963.22 20,452,854.08
217,873,409.96 104,058,530.26 - - 104,058,530.26 121.931,940.22
4,123,936,037.59 177.777.928.71 (16,549,815.46) (156,083.03) 161,072,030.22 4,285,008 067.81
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RESERVE FOR DEPRECIATION OF UTILITY
Life Reserves

Elegtne. e
Electnt - ARD Sream
Blectne - ARQ Hydm. .
Electric - ARQ Other Producuion. ..
Electric - ARO Transmussion. .
Electac - ARG Distrdhunon.
Gas - ARO Underground Storage..
Gas - ARO Distribution...
Commos - ARO....
Commoa..... ...

Total Life Reserves For Deprecianca Of
Utility Flant In Service. ..., TR

Salvage Reserves
Stean Produchon ...
Hydro Production....
Othiez Produgtion. .
Transrussion.......
Disribunon..............
Distribution General....
Gas Stored Underground.
Gas Transmussica. . .......

Total Safvage Reserves For Deprecation OF
Utility Plant In Servee ..., [DTOTRIRN

Total Reserves
Electrie..

Common............

Tatal Reserve For Deprecranon OF
Thility Plant In Servace. .o

Reurement Work In Progress
108001

108901

Electric..
Gas....
Comman...

Total 16898] RWIP....... PN
TowRWAP.........o R

YT ACHVIY. .o

Amartzation

Total Reserve For Amostization O
Utitity Plant in Sevice.......co. oo

Total Reserve Far Depreeiation and
Amontizzhon « Uity Plant in Service. .

Utitity Plant at Original Cost Less
Reserve For Deprecsation and Amaortszation. ...

LOUISVILLE GAS AN, .cCTRIC COMPANY

SUMMANRY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PLANT

NOVEMBER 38, 2097

NET BALANCE TRANSFER/ RWIP COST OF QOTHER BALANCE
FIRST OF YEAR ACCRUALS RETIREMENTS ADJUSTMENT TRANSFERS OUT REMOVAL SALVAGE CREDITS T0 BATE
(£.299.559,281.79) {77,686,341.48) 9,131,527.00 {5.897,94435)  {1,373,412,240.62)
(2,049,614.55) (144,734.08) . . {2.194.348.63)
(15,828.80) (948.08) (16,776.86}
{108,105.20} {5,450.42) (114,555 63}
(2,165.47) (15670 (2.322.19)
{12,001.89) (33517 . (£2,337.06}
(148,577,916.57) (9.541,859.82) 3,240,808.12 {155,219,008.67)
(393,040.25) (8,326.34) - (400,366 59)
(19,16L.73) {59.891 {19,161 62)
{1.130.96} {31.46} . (1,162.42)
(62,084,425.21) {6,852,510.40) 4,177,680.34 (64,758,255.29)
{1.512,821,612.72) {93,581,793.94) 16,549,815.46 {5,897,944.35)  (1,596,151.535.55)
(46,966,253.01) (5,281,484 431 E41,405.85 (269,883.65) {51,676,215.24)
{522,713.14) . . . (522,713.14}
(2.093,564.72} E 2,644.83 {2,090,919.89}
(16,367,877.32) (1,005,005.74) 510,412.54 . {16,862,470.12}
(132,166,536.49} (5,563,024.61) 1,092,725.45 (57,880.40) {135,694,716.05}
89.695.45 2,934.23 18,347.13 - 1£0,976.81
249,305.84 {207,314.29) 21,517.01 63,508.55
{2,644,672.08) (95,296.69) . . (2,739,968.77
{41,306,815.37) (3,945,397.34) 117,959.44 (4,646 44} (51,338.899.71)
148,519.46 38,695.02 . . 187,214.98
(354,458.62) (36,722.29) 209,955.86 {181,225.05)
{247,935,370.00) {16,092,616.14) . . . 3,884,968.51 {332,510.49) (260,545,428.12)
{1.495,774,246 93) {£9,085,546.48) 9,131,327.00 3,465,536.20 (327,764.05) {5,897,944.35)  (1,582.488,638.61)
(198,542,721.06) {14,099,599.49) 3,240,808.12 139,476.45 {4,646.44) . (209,266,652.32)
(62,440,014.79) (6,889,264.15) 4,177,680.34 209,655.86 (64,941,642.74)
{1,760,756,982.72) {110,674,410.08) 16,549,815.46 3,814,958.51 {332.410.4%) (5.897,94435)  (1,856,606,943.67)
3,768,496.16 (1,195,605.96) {1,153,180.93) (4,587.92} 497.82 17,152.02 1,453,771.19
(465.950.02) 620,863.56 (46,692,985 17.914.15 . . 126,135.64
(502,243.45) 587,479.60 {20,862.211 (64,549.29) (175.15)
2,800,302.69 13,737.20 (1,220,735.19) (51,223.06) 497.82 37,152.62 1,579,731 .48
§,273,660.70 6.238,i84.17 3,912,598.53 (3,674,208.63) (608,153.51) (2.149.841.35} 12,592,179.91
3,107,219.25 198,479.08 {84,583.36) 682,223.60 . - 3,903,338.57
(4,637,184.09) (5,698,720.60 {191,893,65) 10,744,962 57 2,860.00 189,964.23
6,743,635,86 737,942.65 3,636,121.52 8,322,677.54 (605,353.51) (2,149,841.35) 16,685,482.71
9,543,638.55 751,679.85 2,415,386.33 8,271,754 .48 (604,855.69) {2,112,685.33) 18,265,214.19
{1.750,213,0448.17) {119,074,410.08) 16,549,815.46 751,679.85 2,415,386.33 12,086,722.95 (937,266.18) (8,610,633.68)  (1,818,431,749.48)
(100.060) {190.00}
(200.00) . {200.001
(15,376,657.84) (5,728,988 45) {21,165,646.30}
(15,377,551.84) {5,728 982 .45) {21,106,546.30)
(1,766,590,602.01) (£15,803,398.54) 16,54%,815.46 751,679.85 2,415,386.33 12,086,722.59 (937,266.18) {B,610.633.68)  (1,859,538,195.78)

2,357,345,435.58

2.425.469.772.03
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Financial Reports
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Elecine Operating Revenues...........ovvinmnrnin:
Gas Operating ReVEMUSS....ooooivnrnti i

Total Operating Revenues......co.ooonivemriammimmnine.

Fuel for Electric Genemation.....cocevevueinns
Power Purchased...........
Gas Supgply Expenses.
Other Operation EXPEnses.. .. coe.coiun
Muninienance.
DepretiatiOn s v e
Amortization EXpense.. .o
Regulatory Credits. ..o
Taxes
Federal Incomne...
Stite INSOME e e
Deferred Federal income - Net..
Deferred State Incorne - Net..
Federal Income - Estimated..,
State Income - Estimated...
Property and Other.....
investment Tax Credit
Amortizagion of Investment Tax Credit..
Gain from Dispesition of Allewanges.... .ovovvaniens
ACCrEtion EXPEOSE.covuvviiicrmeinirnrrmmnnetriasicimsicria

Total Operating EXpenses........oooooviv i

Net Operating InCOmE i
Other Income Less Deductions,

Income Before Interest Charges..oooorvneceinnnnenns

Interest on Long Term Dbt
Amartization of Debt Expense - Net...
Other Interest EXpenses....oeress

Total Interest CHarges. .. ceseesiis i
Net Inc Before Cumulative Effect of Acotg Chg.........
Cumulative Effect of Accounting Change Net of Tax...
NEt IHCOME. .o oeni ettt s
Preferred Dividend Requirements..........cooevminiiiin

Earmings Available for Common.......oorrmrear e

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

OCTOBER 31, 2007
CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
70,611,979.35 72,498,573.15 (1,886,593.80) {2.60}
17,472,269.50 24,230,134.57 (6,757,863.067) {27.89}
88,084,248.83 96,728,707.72 (8,644,458.87) (8.943
23,481,008.81 24,369,740.98 {888,732.17 (3.65)
7.434,377.06 9,740,688.60 (2,306,311.54 (23.68)
11,383,772.35 16.923,570.67 (5.539,798.32) 3273
13.965,506.36 14,008,055.30 {42,552.94) {0.30)
7,734,288.09 5,481,466.63 2,252,821.46 4110
10,588,169.72 9,957,090.96 631,078.76 6.34
472,509.89 524,498.34 {51,988.45) {9.95)
{163,026.95) (152,460.30) (10,626.15) 6.97
2,738,951.81 3,733,355.66 {994,403.85) (26.64)
521,705.10 829,634.58 {307.929.48) [KFAW]
2,132,090.24 1,800,200.7¢ 331,889.54 18.44
(329,193.00} (335,139.00) 5,941.00 {77
148,341.13 137,770.36 10,570.77 7.67
80,108,495.61 87.018,536.98 (6,910,041.37) (7.94)
7973,753.24 9,710,170.74 {},734,417.50} (17.86)
(826,738.39} (1,574,147.92} 747,400.53 (47.48)
7,149,014.85 £,136,022.82 {987,007.97 (12.13)
3.752,474.00 2,934,155.5% 818,318.01 27.89
120,453.73 119,190.03 1,263.70 1.06
488.404.07 333,237.90 155,166.17 46.36
4,361,131.80 3,386,583.92 974,747.88 28.78
2,787,683.05 4,749,438.50 (1,961,755.85) {4131
2,787,683.05 4,749,438.90 {1,961,755.85) #4130
- 302,113.24 {302,113.24) (104.00)
2,787,683.05 4,447,125.66 {1,659,642.61) (37.32)




Electric Operating REVERUES..ocooomrercrmmmnccnrmeminiss
(505 OPETAtNg REVERUES. oovnsruessensrasr syt

Total Operating REVENILS. ... vriarrrimsemauammmms

Fuel for Blecire GeRemBon......cooevvenee
Power Purchased. ..o
Gas Supply Expenses.
Other OPEration EXDENSES. . rerr sy os st
Mainienance.
Depreciation
Arnortization Expcnse
Reguiatory Credits......oowvermsssrsinineen s
Taxes
Federml HCOme e armeee-
GLALE TMCOIMI. cerusesswraremsremsmspuasbassisssn s sassmaaanrms ot
Defested Federal Income - Nt onnami
Deferred State Income - Net....
Federal Incame - Estimated..
State Income - Estirmated..
Property and Other....
fnvestment Tax Credit s .-
Amortization of Invessmcm‘n:t Credat.
Gam from Disposition of AllowaRges. ..o
Aceretion ERDERSC. o oovviirmimss s

Total Operating EXPENSES ... cormramrmrrsieer o

Net Operating [Rcome...
Cthes Income Less i]educxmns

Incame Before Interest Charges....ooovnmmmranes
Interest on Long Term Deblo oo

Amortization of Debt Expense - Net
Qther interest EXpenses.....

Total Enterest CHaTEES e s rrarsasssroneseeses
Met Ine Before Cumulative Effect of Acctg Chgr
Cumuiative Effect of Accountsng Change Net of Tax...
Nt IICOTE - veveenersrrssnsesrmresmssmmstetssirpessss s
Preferred Dividend ReQuirementSo . oo

Earnings Availohle for COMmam . oo nessee

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME
OCTOBER 31, 2007

YEAR TO DATE
THIS YEAR LAST YEAR MNCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
788,616,970.67 776,759,617.34 11.857,352.83 1.53
25707794753 312,235.453.85 {35,177,506.30} (17.67)
1,045,694.918.22 1,089.015.071.69 {43.320,153.47) (3.98)
267.932,44596 244,083,258.90 23.849,187.06 977
66,883,322.36 50,450,032.45 {23.566,710.09) (26.05)
182,539,158.45 235,637,202.40 (53,098,043.95) (22.5%
142,447,146.22 154,693,411.25 (12,246,265.00) 790
64,701,622.16 63,702.982.43 998,639.73 1.57
99.433,672.94 97,856,849.82 1.576,823.12 1.61
5.227,638.69 4,905,362.53 322,276.16 6.57
(1.614.690.14) (1,523,189.04) (91,5(}1.20) 4601
33,224,888.50 45.174,803.67 (11,9499 1717 {206.45)
7,510,437.72 8,565,665.24 (1,055,227.52) (1232
2,628,381.92 {2,315,455.67) 4,.943,839.59 (213.51)
07,739.94 (453,006.38} 1,160,746.32 (256.27)
2,738951.81 1,733,355.66 (994,403.85) (26.64)
521,705.10 829,634.58 (307.529.48} G7.1n
19,081,283.55 17,791,161.85 1,299,121.70 725
8,779,626.00 - 8,779,626.00 106.06
(3,298,685.35) (3,362,763.1TY 64,077.32 (19
{553,602.69} {1,084,606.07) 451,513.38 (44.94)
1,484,235.10 1,576,884.50 107,350.60 7.80
900,175,789.74 960,141,586.95 {59,763,797.21} (6.22)
145,319,128.48 128,873,484.74 16,445,643.74 12.76
(1,003,680.52) 129,509.80 (1,133.189.52) (874.99)
144.315,447.96 129,002,993.74 15,312.454.22 11.87
16,823,124.13 78,396,989.02 8.426,135.11 29.67
1,195.132.41 {,191,900.30 3,232.11 0.27
2,970,841.59 4,348,296.30 (1,378,434.71) (31.69)
40,989,098.13 13.938,185.62 705091251 20,78
103,326,349.83 95,064,808.12 8,261,541.71 .69
103,326,349.83 95,064,808.12 £.261.541.7t 8.60
941,636.24 3,101,136.76 (2,159,500.52) {69.64)
102,384,713.5% 91,963,671.36 10421,042.23 11.33




Electne Opetntmy REVETUES o vovsrmsses s
Grs Operating REVERUES.....ooimimrre sarrasmmmemees

Tolal Operating REVENUES ... oo reirmrimrsmm i

Fuel for Electne Generslioh e eeee
Power Purchaseda e
(Gas Supply Expenses...
CHher Operation EXPERSES s ossrremss et
Marntenance. .o
Deprecialtoti......-
AmOrtizotion EXPEnst e reasrarrons
Repgulatory Credits o oo nirmmmase e
Taxes
Federal INCOMEeanrvinaeees-
Seate IRCOMEwwne-s [
Deferred Federal Intome - Het...
Deferred State Income - Net...
Federal Income - Estimated.
State income - Estimated....
‘Property and Other.......
Investmert Tax Creditimomscae e
Amortezasion of Investment Tax Credit...
Gain from Disposition of AllOWanees.........-- .

Total Operating EXPEASES.c.oovrererarsrmmssrmsesmnss
B g S
Other Income Less DedueliOns. .oovmrmrrearmmervre

{ncome Before interest CRarBes o vmmreesurerseneee

Interest o Long Term Deblu . crnnenes
Amertization of Debt Expense - Met.
Cithier [nterest EXPENSES s sneme st

Total IHerest CHOrEES.. . rmmmrirssssaassasssnemeniens
Net Inc Before Curmulative Effect of Aceig Chgvna
Cumaiative Effect of Accounting Change Net of Tox...
NELEICEIMIE 11 veemmssemnesmsmmmtisssssstssrs s 000
i”refen-ed Dividend REqUIEBMENIS oo cvransronsrerosises

Eagntngs Availuble for COmmMOMa . woeeneesseeemte

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME
OQCTOBER 31,2007

YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
954,517,881.39 951,442,191.04 1,075,690.35 .32
340,052,072.36 468,403,562.76 (128,351,490.40) (2740}
1,294,569,953.75 1,419,845,753.80 {125,275.800.05) (5.82}
316,420,031.29 296,418,617.59 20,001,413.70 6.75
94,266.914.32 121.418.251.33 {31,151,336.81) (25.66)
242,185,417.81 368,811,350.92 (126,625,933.11) {34.33}
171.595,19932 197.880.606.12 (20,285, 406.80) {10.25}
80,034,293.48 74,254,996.42 5,739,297.06 7.73
119,559.093.38 117,828,149.23 1,730,944.15 .47
6,189,631.68 5,819,295.18 370,336.50 65,36
(235243761 (13.938.746.72) 11,586,309.11 {83.12}
50,704,876.39 64,202,606.27 (13,497.129.88) (21.02}
10,306,157.68 12,584,747.00 (2,278,589.32) (18.11}
(2080921.611 (4,582,224.27) 2,501,302.66 (54.59
(52,377.18) (1,278,397.26) £,226,020.08 (95.50)
{994,403.85) 113,851.05 (1,108,254.90} (973.43)
(307.929.48) (89,604.69) (218,324 243.65
71.998,813.00 21,023,796.853 1975.016.13 9.39
11,779,626.08 - 11,779,626.00 100.00
{3,957,584.12} {4.039,178.53} 81,5944} (2.02%
(553,092.69) (1,004,606.07) 451,513.38 (44.94
2.165392.19 1,493,710.50 671,681.69 44.97
1,119.906,700.2¢ 1,256,956,620.82 (137,049,920.72) {10.60}
174,661.253.55 162,889.132.88 11,774,120.67 7.23
{1,855,478.32) 1,057.312.34 {2,912,790.50) (275.4%)
172,807,775.23 163,946,445.22 8,861,230.01 5.41
42,550,838.24 13,744,357.81 8,506,480.43 26,10
[ 433,51247 1,430,287.67 3,224.80 0.23
3,733,286.81 6,143,492.92 {2,410,206.11} (39.23}
47,717,637.52 41,318,138.40 6,399.499.12 15.49
125,090,137.71 122,628,306.82 2,461,830.89 2.0
- 7.421,571.50 {7,421,571.50} {100.003
125,000,131.71 115,206,735.32 9,883,402.39 8.58
1,545,864.13 3,647,029.88 (2,101,165.73) {57.61}
123,544,273.56 1:1,559,705.44 11,984,568.12 10.74




Balance at Beginning of Period

Add:

Credits from Income
FIN 48 Adjustment

Deduct:

Adjustment to Retamed Earnings

Preferred Dividends

%25 Par Value

5% Series. . .coevueuns
Without Par Value

Auction Rate
Preferred Dividends Accrued

$25 Par Value

5% SETIES . vereaannans
Without Par Value
Auction Rate

Common Dividends

Common Stock Without Par Value

Balance at End of Period

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

OCTOBER 31, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR

670,172,687.76

613.497.844.14

639,104,729.77

620,981,498.44

617,945,169.80

601,385,464.36

2,787,683.05 4,749,438.90 103,326,349.83 95,064,808.12 125,090,137.71 115,206,735.32
- 258,182.00 258,182.00
- 3,787,254.55 3,787,254.55
316,636.25 806,523.51 495,864.15 1,075,363.21
624,999.99 1,992.500.0% {,050,000.060 2,571.666.67
- 89.613.24 89.613.24
- 212,500.60 212,500.00
- - 65,000,000.00 95,600,000.00 65,006,000.00 05,000,000.00
£72,960,370.81 617,945,169.80 672,960,370.81 617,945,169.80 672,960,370.81 $17,945,169.80




ASSETS AND OTHER DEBITS

Uility Plant

Utility Plant at Onginal Cost...
Less Reserves for Deprcmalmr: & Amomzalwn .....

| U

Invesimnents - At Cost

Chio Valley Electric Corpomtion... . .civnnn...
Nonutility Property-E2ss ReSeIvVe . mreviiiiinncaens
Special Funds....
Otherrrereees

TOBLuasisirreearcenrisisirsisasini s et st s e aean e vaean

Current and Accrued Assets

Special Deposits...
Temporary Cash Investments......
Accounts Recetvablie-bess Rescrvc ....... ..
Notes Recevable from Assoc, Comparues............
Agcounts Recervable from Assoc Companies........
Materials & Supplies-At Average Cost
351 S—
Plant Materinis & Operating Supp!zcs
Stores Expense
Gas Stored Underground..
Allewance Inventory......
Prepayments.... e
Misceilaneous Cur‘mnt & Accrucd Assc!s ............

TOBL i e srrrrerecemaennneesesreen e s e ee v s re v e s e aiaens

Deferred Debits and Other

Unamortized Debt EXpense....ccecevvvinneninnan.
Unamortized Loss 01 Bonds. e viinvecinns
Accumalated Deferred Income Taxes...
Deferred Regulatory Assets....
Other Deferred Debits

B OO OO

Total Assets and Other Debits....ooiiiiiennvannrinns..

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF OCTOBER 31, 2007 AND 2006

THIS YEAR LASY YEAR
4,271,031,669.56 4,111,500,955.85
1,854,675,192.61 1,777,212,433.05
241635847695 2.334,288,522.80

594,286.00 594,286.00
1£,879.20 37.713.74
18,526,435.46 1,322,515.67
19,532.600.66 1,954,51541
2.622,328.85 5.096,174.51
1.219,155.66 9,195,036.95
35,642.67 5412.55
121,960,497.24 111,372,098.87
74,186.13 40,046,683.28
44,038,169.12 40,448,358.87
26,234,921.95 24,906,377.60
4,570,683.69 4,296,129.36
102,511.420.41 100,977.059.22
12,078.67 16,434.52
3.516,638.13 31,372,461 41
180,802.72 3,259,323 46
36,976,525.24 342,992,050.30
9.832,489.44 8,200,152.84
19,273,633.37 19,793,545.03
32,312,663.60 86,618,553.53
166,543,940.10 36,156,591.61
36,974477.68 §0,643,477.43
284,937,204.19 211,414,320.46
3,027,804,807.64 2,890,649,400.97

LIABILITIES AND OTHER CREDITS

Capitalization

Common S10CK -t s
Common Stock Expense...
Paid=En £apitali..ooinrceeionee e ieemeecnnces
Other Comprehensive Income. ...
Refained Earmings e s sn e em casanas

Total Common EQUuEtY. ..o e e
PIeferred SLOCK oo srirec v v s aar e s
Pollutien Contesl Bonds.._...... L
Mandatory Redeemable Preferred Stock.............
LT Notes Payable to Associated Companics........

Total Capialization. e cees s saamreeens

Current and Accrued Liabilities

Long-Term Debt Due1a § Year.... JUUSUUTA
ST Notes Payable to Associated Cemgamcs ........
Notes Payable to Associated Companies
Notes Payable...

Accounts Payab!e
Accounis Pavable 1o Assocmted Compnmes ...........
Custorner Deposits
Faxes Accrued.....
Interest Acerued......
Dividends Declared....
ST Obtigations Under Capnal Leases.. -
Mise, Curvent & Acerued Liabilities..ooeiiuin..n

1 O

Deferred Credits and Other

LT Obligahions Under Capaal Leases..............
Accurmuiated Deferred Income Taxes...oeeven.a.
[nvestment Tax Credit
Regulatory Liabilities

Customer Advances for Constraction. . veeeees
Asset Retirernent Obligations. ...
Other Deferred Credits..........
Misc. Long-Term Liabilities
Accum Provision for Post-Retrement Bcnet‘ 5.

T ceereoeerrevrensteeremmsnesseennre as s et se s ransesnes

Total Liabilities and Other Credifs..ocovn e veennees

THIS YEAR LAST YEAR
425,170,424.0% 425,170,424.09
(835,588.64) {B35,888.64)
4{1,000,000.0G 40,000.000.60
(3.948,177.00) {57.026,572.19)
672,960,370.81 617,943,165.80

1,128.346,729.26

1,025.253,133.06

T0,424,594.05

574,304,000.00 574,304,000.00

. 18,750,600.00
363,000,000.00 225,000,000.00
2.065,650,729.26 191373172711

. 1,250,000.00

111,608,800.00 -

. £9,247,600.60
79,555,449,70 67,488.077.19
29,788,134.00 45,110,125.76
19,203,998.92 17,980,633.48
22.926,189.00 13,986,385.17

$,374,205.96 4,702,569.09

. 302,111.80

434,802.13 -
11,813,206.40 7,497.407.84
280,703,584.11 247,564,310.33

70,949.00 B
393,203,395.03 400,791,477.20
46,551,177.29 38,729,135.41
54,147,927.16 48,034,591.40
18,161,712.86 9,779,822.70
29,323.324.44 27,776 403.05
42,631,589.89 76,674,571.88
6,585,931.60 69,103.897.15
98,774,087.60 58,463,472.74
681,450,093.67 729,333,371.53

3,027 804,807.04

2,890,649 408.97




Common Equity

LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT
OCTOBER 31, 2007

Cormon Stock - Without Par.....eeei s
Common Stock EXPENSE. .t e

Paid-In Capital......coooreiiniiiann
Other Comprehensive Income. ..........

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

Retainied BarminEs. v arrmmrasssssarseraressssnasesanssees

Total COMIMON EQUILY.cvmrrrnieiarrnsrr e cesnasasnness

Long-Term Debt
Pollution Control Bonds

PCB Y JC 05/01/00 Due 05/01/27 VARYccccviieeie
PCR Z IC 08/01/00 Due 08/01/30 VARY..coccvinieeenn.
PCB AA JC 09/11/01 Due 09/01/27 VAR%..............
PCB BB JC 03/06/01 Due 09/01/26 VAR%.cccvvvrnnnne.
PCB CC TC 03/06/01 Due 09/01/26 VARY..oviniveeeen.
PCRB DD JC 03/22/01 Due 11/01/27 VAR
PCR EE TC 03/22/01 Due 11/01/27 VAR%..cooceernrnnes.
PCB FF TC 10/23/02 Due 10/01/32 VARYceccocvaiinenens
PCB GG JC 11/20/03 Due 10/01/33 VARY..ccncneeei s
PCB HH JC 04/13/05 Due 02/01/35 VARV e,
PCB IC 04/26/07 Due 06/01/33 VARV c.oocvniiciniinnns
PCB JC 04/26/07 Due 06/01/33 VAR o,
PCB TC 04/26/07 Due 06/01/33 VARV oo

Total Pollution Control Bonds.. ... cenrinins

LT Notes Payable to Associated Compames.............

Total Capitalization....

ST Notes Payable to Assomated Compames

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

Total Capitalization and Short-Term Debto..coor.

AUTHORIZED
SHARES

[SSUED & OUTSTANDING

SHARES

AMOUNT

PERCENT OF TOTAL

CAPITAL &
S/T DEBT

CAPITAL

75,000,000

Not Limited

21,294,223

425,170,424.09

(835,888.64)

40,000,000.00

{(8,948,177.00)

672,960,370.81

1,128,346.729.26

25,000,000.00
83,335,000.00
10,104,000.00
22,500.000.00
27.500,000.60
35,000,000.00
35,000.,000.00
41,665,000.00
128,000,000.00
40,000,000.00
31,000,000.0C
35,200,000.00
60,000,000.00

574,304,000.00

363,000,000.00

2,065,650,728.26

111,608,000.00

2,177,258,729.26

51.82

26.38

16.67

54.63

27.80

17.57

94.87
513

100.00

100.00



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
OCTOBER 31, 2007

Balance
Subsidiary Account

Balance as Shown

Accouny - Subsidiary Account On Balance Sheey

UTILITY PLANT
At Original Cost

4,271,033,669.56 4,271,033,669.56
Reserves for Depreciation and Amomznuon (1,854,675,192 61}
Electric . {£,561,882,619 70)
Gas {205,535.748 86}
Common . .. . (66,651,627.52)
Amortization of Plan!
Electric {100 00)
Gas o {800 00)
Common o (20,604.296.53)
INVESTMENTS - AT COST 19,532,600 66
Nonutility Property 75.239 56
Nonutility Property Reserve (63,360 36)
Ohio Vailey Electric Corporation . . 594,286.00
Special Funds ... 18,926,435 46
CASH . 2.022,328 85
IP Morgan Chase 11,643 75
pBB&T 11,682 90
Bank of America.. . . 29,367 89
Town and Country Bank 22,61797
tJS Bank 2,459,857 49
Bedferd Losn and Deposu Bank 106.00
Farmers Bank . 10,000 00
Meade County Bank . 71,058 85
QTHER SPECIAL DEPQSITS 1,219,155 66
MANMarginCall . ... . . 1,219,155.66
TEMPORARY CASH INVESTMENTS . . 35,642 67
Other. . .. .. 35,642 87
ACCOUNTS RECEIVABLE - LESS RESERVE 121,960,497.24
Wortking Funds .. 21,280 00
Customers-Active 64,934,202 28
Wholesale Sales. . 6,671,692 35
Transmission Sales. .. . 184,545 93
Unbilled Revenues 37,402,000 00
Employee Computer Loans 94,415.70
Damage Claims 839,679 53
TJax Refunds..... .. . .. 3,095,494 57
IMEA 3,574,163 75
IMPA. . 3,755,604.60
Other .. 2,863,372.09
Reserves for Um:ollect:bln Accoums
Utiity Customers
Reserve . .. . . . (761,962 00)
Accrual .. . (1,837,671.67)
Charged OfT. 3,856,901 24
Recoveries. ... . . (2,019,229 57}
AR Miscellancous . e (1,116,766 .00}
Interest and Dividends Rcccwable e 686 24
Renis Receivable S . 408,684.20
ACCOUNTS RECETVABLE FROM ASSOCIATED COMPANIES . 74,186.13
£ ON US Services/Kentucky Utilities. . . . . . . .. 74,186 .13
FUEL. 44,038,169.12
Cual I 211 450 9(} Tuns @ 535 32 MMBTU 27 94{) 247 65 G 153 i3¢ 42,784,309 87
Fuel Oil 164,959 Gatlons @ [77.66¢ . 293,062775
Gas Pipeline 129,060 00 MCF @ 57 44 960,796 50
PLANT MATERIALS AND OPERATING SUPPLIES 26,234,921 95
Regular Materials and Supplies.. 25,994,680 89
Limestone 36,053 91 Tons @ 36 66 240,241 06



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAIL LEDGER

Balance as Shown
On Balance Sheet

4,570,683 69

102,511.420 4]

12,078 67

3.516,638 13

180,802 72

9,832.489 44

19,273,633 37

36,974,477.68
166.543,940 10

52.312,663 60

OCTOBER 31, 2007
Balance
Account - Subsidiary Account Subsidiary Accout
STORES EXPENSE . e e o .

Stores Expense Usndistributed. Lo . e 4,570,683 69
GAS STORED UNDERGROUND - CURRENT .

Gas 5t Underground*14,249.946 MCF {14 73 psia) @ 57 19 A 102,511,420 41
ALLOWANCE INVENTORY . . - . ‘

Allowance Inventory - - B . 12,078 67
PREPAYMENIS. . T, . .

[nsurance. . . - . e . L 287,504 Q)

Franchises . . . . . - 0 Gl

Taxes o . P T [,292,92523

nghtsofw::y o ‘ S L 280,000 03

Risk Management and Workers Compcnsmmn . ‘ G 90,000 00

Vehicle License .. .. L . . - 20,015 90

Other. . . .. e e .. 1,546,192 95
MISCELLANEOUS CURRENT ASSETS

Miscellaneous Current Assets . S . : - 3,834 01

Derivative Asset - Non-Hedging .~ . . . S [T 176,968.71
UNAMORYIZED DERT EXPENSE . . o ‘ e

Pollution Control Series Y due May 1, 2027 e e e . 465,994 49

Pollution Control Series £ due Aug 1,2030. . . e o B70,810 99

Pollution Control Series AA due Sept §, 2027 . . ‘ s o 193.474 00

Potlution Contro) Series BB due Sept. 1, 2026, . - S . 185,928 36

Pollution Control Series CC due Sept. 1, 2026 . .. e . 202,239 23

Polution Centrol Series DD due Nov £,2027 . ... . e 7i8,931.02

Pollution Control Serics EE due Nov. 1, 2027 . P e » 218,964 67

Pollution Control Series FF due Oct |, 2032 R L 917.818 48

Pollution Contral Series GG due Oct |, 2033 . e 3,044,529 07

Pollution Contro} Series HH due Feb 1, 2035 : . C e 098,102 40

Pollution Control Bonds due Jun 1, 2033 .. e T 591,997.89

Pollution Control Bonds due Jun 1, 2033 .. .. . . e . 55420410

Pollution Control Bonds due Jun £,2033 . . .. .. .. . 1,169,494 74
UNAMORTIZED LOSS ON BONDS R [

Refinanced and Called Bonds .. . . ... . . ... . ... e 19,273,633 37
OTHER DEFERRED DEBITS I e e e 36,974,477 68
DEFERRED REGULATORY ASSET .

Asset Retirement Obligations

Electric . . S T 18,704,976 09

Gas . . . . L e 5,120,478.84

Common . ... o o T 22.89131

Pension & Postreurcmcnt Bcneﬁ!s . R [T, 126,288,471 00

ECR Ash Hawling . .. . ... ... S - 3,262,106 46

MISO ExitFee.. . .. ... S S . 13,139,016 40
ACCUMULATED DEFERRED INCOME TAXES . . ..

Federal

Electric . e e T, . 37,236,214 02
Gas. . ... . ... e e e : 7,101,619.16
State
Electric L . o L e 6,943,848 81
Gas. ... .. .. o e . 1,030,981 61
® Excludes: ) MCF
Non-recoverable Base Gas 9,648,855 00 7,880,000
Recoverable Base Gas 2,139.990.00 2,930,000
11,788,845 00 10,810,000
Total Assets and Other Debits . . . P [ . . 3.027,804,807.04

3,027,804,807.04
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LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

OCTOBER 31, 2007

Account - Subsidiary Account

COMMON EQUITY ... .
Common Stock ...
Retained Eamings. .. . ..
Common Stock Expense. . ‘
Additional Paid-In Capital . ... . .
Other Comprehensive Income. ..

BONDS . ‘ e
Po%lutlon CantroE Bonds

LTNOTES PAYABLE TO ASSOCIATED COMPANIES.

ST NOTES PAYABLE TO ASSOCIATED COMPANIES
Money Pool Payable. . .. .

ACCOUNTS PAYABLE .
Regular. . .
Salaries and Wages Accrued
Tax Collections ~ Payable. .. ...

ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES . ... . o

E ON US Services/Kentucky Utilitles. . ... .

CUSTOMERS' DEPOSITS ..
Customers' Deposits .. .

TAXES ACCRUED. .. e
Taxes Accrued . . oo e e,

INTEREST ACCRUED.. ... ..

Loan Agreement - Pol. Cont. Bonds 2000 Series A .. ... ... ..o

Loan Agreemnent - Pol. Cont. Bonds 2000 Series A-TC

Loan Agreement - Pol Cont. Bonds 2001 Series A - e 0w
Loan Agreement - Pol. Cont. Bonds 2001 Series A . .. . . o v
Loan Agreement - Pol. Cont Bonds 2001 Series A-TC .. ... o

Loan Agreement - Pol. Cont. Bonds 2001 Series B .

Loan Agreement - Pol. Cont. Bonds 2001 Series B-TC ... ... ..o n s
Loan Agreement - Pol Cont. Bonds 2002 Series A-TC .. ... o
Loan Agreement - Pol. Cont. Bonds 2003 Serfes A .. ... ... 0w
Loan Agreement - Pol Cont Bonds 2005 Serfes AL .o o
Loan Agreement - Pol. Cont. Bonds 2007 Series A ...

L.oan Agreement - Pol. Cont. Bonds 2007 Series B .

Loan Agreement - Pol Cont. Bonds 2007 Series A ..o

Interest Rate Swaps. ..
Fidelia . .
Customers Depos:is

ST OBLIGATIONS UNDER CAPITAL LEASES .

MISCELLANEQUS CURRENT AND ACCRUED LIABILITIES .

Customer Overpayments..... ... ..

UK Emission Research Grant........... ... ..
Vacation Pay Accrued.... et
Derivative Liabilities - Non-Hedgmg

Postretirement Benefits - Current. .

Other.... ... ..

Balance
Subsidiary Account

425,170,424 09
672,960,370 81

(835,888 64)
40,000,000.00

(8,948,177 00)

574,304,000.00
363,000,000 00

111,608,000 00

76,832735 98
1,946,011 21
776,702 51

29,788,134 60
19,203,998 92

22,926,189.00

72,916 67
137,15554
2,104 .99
128,071.25
156,531.51
200,832 86
199,222 20
68,490 40
390,791 11
11,333.35
18,083.36
20,533 37
1,180,666 65
137,296.03
1,863,294 98
786,879.69

434,802.13

3,661,870 48
250,000 00
4,642,413 83
652,819 84
2,248,334.00
357,768 25

Balance as Shown
On Balance Sheet

1,128,346,729 26

574,304,000.00

363,000,000 .00
111,608,000.00

79,555,449 70

29,788,134.00

19,203,99892

22,926,189.00

5,374,203.96

434,802 13
11,813,206 40



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

LT OBLIGATIONS UNDER CAPITAL LEASES.. .
CUSTOMERS' ADVANCES FOR CONSTRUCTION

Line Extensions
Electric . o oo e
Customer Advances - Arena

ASSET RETIREMENT OBLIGATIONS
Electric .
Gas... ... ...
Common ..

OTHER DEFERRED CREDITS.

REGULATORY LIABILITIES.

Asset Retirement Obligations

Electric .. .. ... .o e

Gas . ..o

Deferred Taxes
Federal
Electric .. e
G5, o s e e
State

B BO I . o o et e et e e e e o

Gas... . e
MISO Schcduie IO Charges

INVESTMENT TAX CREDIT..
Job Devclopment Credit
BlectTic . . o e
Gas. .
Advanced Coai Cred:i

ACCUMULATED DEFERRED INCOME TAXES .. ..

Federal

GBS o o e e e e e e
COTTHTIOM o oo oo e e et o e o it e e e e

State

BIECHAC. oo o s oo et oot e it e e s oo i vt e

Gas.
Common..
Netting Out Defcrred Tax Llabll:t:es

OCTOBER 31, 2007

Balance
Subsidiary Account

70,949.00

799,072 49
8,071,140 60
9,291,493.77

21,593,764 86
7,704,092 67
25,466.91

42,631,589 89

221,229 89
101,016.52

26,695,003.75
1,705,343 50

18,829,272 00
2,697,123 50
3,898,938 00

33,597,000 30
1,174,550 99
11,779,626 00

292,562,346.01
43,927,433 65
(54,580 00)

49,863,054 87
6,906,557 50
(1,417.00)

MISCELLANEQUS LONG-TERM LIABILITIES . . . . o

Workers' Compensa'tion
Uncertain Tax Positions. .

ACCUMULATED PROVISION FOR BENEFITS........ .

Pension Payable.. .
Postretirement Beneﬁts “ FAS 106

Post Employment Benefits Payab]e D s o

Total Liabilities and Other Credits. . oo i i o oo i s

6,030,948 00
554,983 00

(3,967,637 00)
51,121,681.00
3,620,043 00

Balance as Shown
On Balance Sheet

70,949 00
18,161,712 86

29,323,324 44

42,631,589.8%
54,147,927.16

46,551,177 29

393,203,395 03

6,585,931 60

90,774,087 .00

3,027,804,807.04

3,027,804,807.04
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LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CASH FLOWS
OCTOBER 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES

I T OO I o oo e st e e et e e e e s s et

ltems not requiring (providing) cash currently:
DEPreCAtION .. ... oot i e b s e
Amortzation ... e

DeferTed INCOIMTIE TRXEE = TI8E. . o eooeries v et cavaaaan s s e et e et oo s eea s 1 e e s s enas
INVESHTIETE EBX CTEHIE = TIBL.. .. v oo ssivssra oo s smras s seman e oot ome vt 15 s 1o et e ot et e e 1o
BT, . o ot e et e e ettt e o aat <

CRENEE 11 FECEIVADIEE .. ocnon vrimian oo cinirre s e imaiaasssass s aaam s o 150803 st

CHANEE TN IIVEIIOTY oot vr et s eransamrsnt oo s caant weaaea o0 s 11153001388 s o v

Change in AHOWANCE IIVERIOTY ... ittt st e st i e o
Change in payables and accrued eXpenses.. ... i e

Change in other regulatory 8SSBES. .oov o i wr e vnir im0

Change in other regulatory Habilies ... ..o v i s cmssss e s cainnn
Change in other deferred GEDIHS. ... 1o i ionaensaas s s nann e

Change in other deferred redits.. . . s e ecasmasrensaes s s

Other.. v

Net cash provided (used) by operating activities. ... ..o v o s

CASH FLOWS FROM INVESTING ACTIVITIES

Gross additions to utility plant - construction expenditiires... ... v ivnis wsneccronens

Change in long-term investmentS. ... ..o s anens

Change 10 TeSICIE CASH. wovviiiom i oo n s st wemamasasan ot it v

Net cash provided (used) by investing activities. ..o o s,

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of long~term debt. . . . o i e
Net increase 1n Short-1erm debl. . oo i e s i s aemne an s
Net increase in short-term capital lease oblgations. . ..o e
Net increase in long-term capital lease obHZAONS ..o crvocror i csen e

Payments for retirement of long-term debt.........
Payments for retirement of preferred SI0CK i v s e e e

Net decrease 11 Shori-1erm deB . oo n e e o o ateesna s 11en e e
Dividends on preferred SEOCK . ..o v s i s assasn e e s

Dividends on common Stock ... oo

Net cash provided {used) by Fnancing activities .o s e e
'ET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ...
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD .. . voecennvcnininens

CASH AND CASH EQUIVALENTS ATEND OF PERIOD. . ...t crcnmnnes

11

Year to Date

2007

2006

103,326,349.83

99,433,672.94
5,227,638.69
8,292,237.36
5,480,940.15
(3,935,841 .12)
62,526,818.17
(26,959,336.24)
3,324.33
(98,685,080.52)
(2,924,236 56)
(1,222,643.70)
(1,846,272.49)
(8,646,445 40)
(434,310.56)

95,064,808 12

97,856,849.82
4,905,362.53
(7.529,474.05)
(3,362,763.17)
(2,954,380.16)
116,150,350.89
20,622,411 34
5,008 24
(91,076,831.50)
(8,637,096.13)
6,141,173.30
4,479,833.37
35,040,376.66
(4.690,328.56)

139,636,814.88

262,015,300.70

(160,577,613.77)
5,458.27
(4,539,743.21)

(111,543,442 52)
(1,223,934.98)
622,811.19

(165,111,898.71)

(112,144,566.31)

261,454,141.72
43,784,000.00
434,802.13
70,949.00
(126,000,000.00)
(91,643,112.60)

(4.416,711.93)
{65,000,000.00)

(1,965.17)

(1,250,000.00)
(51,998,000.00)
(3,617,864.64)
(95,000,000.00)

18,684,068.32

{151,867,829.81)

(6,791,015.51)

5,448,987.03

(1,997,095.42)

7,098,682.48

2,657,971.52

5,101,587.06




Interest On Long-Tenm Debt

Loan Agreement - Poll. Contro! Bonds
1992 Sertes A Variable. v csceeans
1992 Series A Variable TC..
1993 Series A Varizble Rate...
1995 Series A (5.90%) e reeeeiirniiaeare e aaceees
2000 Series A Varinble Rate..
2000 Series A Variable TC.......
2001 Series A Variable Rate.....oooviineeeenininn,
2001 Series A Variable Rate...
2041 Series A Variable Rate TC.
2001 Series B Variable Rate.......
2001 Senes B Varable Rate TC....
2002 Senes A Variable Rate TC.
2003 Series A Variable Rate.covoirveeee e
2005 Series A Variable Rate....oooovveviercacenceinnnn.
2007 Series A Variable Rate,..
2007 Series B Varizble Rate oo
2007 Serses A Variable Rate (4.6%hcriicninns
fnterest Rate Swaps

Neotes/Debentures

Fidelia ...

$5.875 Mandatory Redeemabie Preferred Stock.......

Ol iiiverirmereemrrm e ettt s e e na e nnenans

Amortization of Debt Expense - Net
Amortization of Debt EXpense....naeeee.s
Amort, of Loss or Reacquired Debt.....cocciiannnn

Other Interest Charges
CHSIOMETS’ DEPBRHS. orveerereeecererernerre e e eanneas
Federat Income Tax Deficiencies.......cocccevereceeene
Other Tax Deficiencies............
interest on Debt to Associated Companies .........

L OO

Total IEIast. . iecrcrinsrcrcecre e crt s ra s ann e

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

OCTOBER 31, 2007
CURRENT MONTH YEAR TC DATE YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
- 85,777.26 330,482.41 904,037.52 539,942.69 1,062,104.91
- 182,490.40 670,142.71 §,724,646.51 1,03G,339.98 2,022,476.68
- W7.m7.27 392,885.10 1,016,055.25 604,548.00 1,189.075.32
81,041.67 75,798.61 781,805.56 719,875.05 %32,881.96 839,581.37
362,755.25 311,352.58 2,804,519.37 2,483,734.65 3,316,913.88 2,893,740.52
34,016.81 31,022.09 333,286.10 294,545.63 395,855.10 344,532.39
70,896.58 68,412.33 £91,754.84 650,681.51 825,873.34 760,447.28
86,651.37 83,615.08 §45,478.09 7925,277.40 1,609,400.6% 830,004.82
111,175.35 167.011.69 1,079.227.44 1,025,185.63 1,289,862.78 1,200,236.99
110,283.56 107,013.69 1,077,616.76 1,624,867.14 1,288,192.10 .198,724.65
145,199.68 127,392.15 1,325,740.37 1,199,763.62 1,574.611.69 1,.407,.266.73
417,450.67 386,666.67 3,951,555.59 3,626,435.56 4,709,884.48 4,230,488.90
123,755.56 118,555.55 1,220,505.53 1,1i3,372.20 1,458,994.41 1,307,483.29

96,444.44 - 591,128.6% - 591,128.69 -

108,826.68 - 675,145.80 - 675,145.80 -

237.666.68 - 1,449.000.04 - 1,449,000.04 -
137,296.04 122,186.94 1,248,492.28 1,683,875.81 1,504,381.84 2,i91,733.50

32,272.60 - 3,345.515.17 - 3,349,515.17 -
1,596,741.66 911,875.01 13,638,870.01 9,118,750.10 15.462,620.03 10,942,500.12
- §7.916.67 345,972.25 1,015,885.44 541,805.57 1,223,958 34
3,752,474.00 2,934,155.99 36,823,124.13 28,396,589.00 42,550,838.24 33,744,357.81
33,752.38 34,054.02 333,129.16 340,540.20 401,237.20 408,639.52
86,701.35 85,136.01 862,003.25 851,360.10 i,032,275.27 1,021,648.15
120,453.73 119,150.03 1,195,132.41 {,191,900.3G 1,433.512.47 1,430.287.67
8411153 80,1537.80 §01,271.93 748,5335.14 955,216.98 889,725.08
- - {1.058,734.31) 2,344,010.9% (1,058,734.31) 2,344,01099
38.5% - 1,961.30 213.87 1,961.30 769,385.87
- 47576 2,447.64 {,427.28 3,399.16 1,427.28
404,253.95 252,604.24 3,215,313.47 1,255,169.02 3,822,862.12 2,138,943.70

- - 8,581.56 - 8,381.56 -
488.404.07 333,237.90 2,970,841.59 4,349,296.30 3.731.286.81 6,143,492 97
4,361,331.80 3,386,583.92 40,989,098.13 33,938,185.62 47,717.637.52 41,318,138.40

iz



Kind of Taxes

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

Taxes Charged to Accounts 408.1 and 409.1
Property Taxes. .o s
Unemployrment. . e
Federal Old Age and Survivors Insurance..............

Public Service Commussion Fee

Federal ICOmE. e eeierecstessesensensesssneasrasssceeenes
S OB e eeevviraratvesranenerssentserrares somsasnasvasssassas
MISCEllAREOUS. .covvrevererrrirsserereensonissisiesamrnasisraseasensens

Total Charged to Operating Expense...........

Taxes Charged to Other Accounts

Taxes Accrued on Intercompany Accounts.........

Total Taxes Charged

Kind of Taxes

ANALYSIS OF TAXES ACCRUED - ACCOUNT 236

Property Taxes. i

State Unemployment
Federal Unemployment
Federal Old Age and Survivers

Federal Income

S1AtE [NCOMIB. 1rvvs v vsreiiicessnnresvrnesmsesinssnsenarsanessissbssines

Kentucky Sales and Use Tax
MiSCEIlANEOUS. ...c.vcrcermrrmrcr e s sseree

TOtAIS. i ciirieecrrrerrrrsrnersraerrescre et ssiasssssnrinner

OCTOBER 31, 2007
Current Month Year To Date
This Year Last Year This Year Last Year
1,433,534,59 1,138,722.00 12,241,536.87 11,453,357.17
4,978.20 18,803.10 111,188.14 145,882.78
525,862.14 478.,000.00 5,109,980.11 4,858.330.96
161,615.66 158,705.95 1,598,698.36 1,463,523.30
2,738,951.81 3,733,335.66 35,963,840.31 48,908,161.33
521,705.10 %29.634.58 8.032,142.82 9,395,299.82
6,099.65 5,969.65 19,880.07 (129,932.36)
5,392,747.15 6,363,190.94 63,077,266.68 76,094,623.00
307,498.73 (248,129.85) 1,216,965.12 1,098,367.41%
{185,771.90) {176,317.90) {1.982,637.94) (1,874,821.200

5,514,473.98

5,638,743.19

62,311,593.86

75.318,165.21

Taxes Accrued Accruals Payments Taxes Accrued
At Beginning To Date To Date At End
Of Year This Year This Year Of Month
13,925,969.24 12,335,531.00 17.615,499.76 8.646,000.48
18,782.64 19,592.25 38,202.00 172.89
29,205.50 25,207.15 54,197.74 21491
561,717.23 4.407,137.59 4,538817.35 430,037.47
6,350,985.46 34,750,892.40 34,438,492.20 6.663,385.66
7,726,946.43 7,733,727.55 8,681,834.00 6,778,839.98
10,878.70 2,967,793.23 2,571,134.32 407,537.61
0.37 71,712.69 71,713.06 {0.00)
28,624.485.57 62,311,593.86 68,009,890.43 22,926,189.00

13



UTILITY PLANT IN SERVICE
Electnic

Intangible.......oo
Steam Producton. ....covoviirniiniiiiaennnn,

T TaAnSINISSION. et e eviirevareearananaararanen
DHSHIBUHON. e
GeneTal, .o e

Total Electnic......ovivein e iieiicann

Gas

Intangible..........ociiinn

Natural Gas Storage Plant Underground

TanSITHSSIOM et it iiverevmeeneereanananaes
Distribution. ...

General.....oovi s
(as Stored Underground Non-Current.....

Total Gas...ooriiee i

Common

Construction Work In Progress

|21 [Tl v T o DS

Total Construction Work In Progress...........

Total Utility Plant at Original Cost............

LOUISVILLE GAS AND ELECTRIC COMPANY

SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

OCTOBER 31, 2007
NET BALANCE TRANSFERS/ BALANCE
FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS  NET ADDITIONS TO DATE

...... 2,340.29 - - . - 2,340.29
....... 1,945,257,925.33 13,835,543.46 (2,961,109.88) (863.74) 10,873,569.84 1,956,131,495.17
....... 17,884,886.35 66.269.19 . (6.50) 66,262.69 17,951,149.04
...... 225.436,782.99 290,574.32 (158.697.00) - 131.877.32 225,568,660.31
...... 240,067,695.28 15,259.165.62 (751,561.48) (3,177.21) 14,504,426.93 254,572,122.21
....... 754,284,748.12 11,857.074.36 (4,424,250.91) (60,096.92) 7,372,726.53 761.657,474.65
....... 16,886,738.80 81,698.49 (275,858.33) (36.652.65) (230,812.49) 16,655.926.31
...... 3,199.821,117.16 41,390.325.44 (8,571.477.60) (100,797.02) 12.718,050.82 3.232,539,167.98
...... 1,187.49 . - - ; 1,187.49
...... 61,048,289.77 278,090.01 (69.306.58) . 208,783.43 61,257.073.20
...... 12,894,091 35 7,816.74 - - 7,816.74 12.901,908.09
....... 440,120,789.38 2221571213 (69,897.14) (2,319.15) 22,143,495.84 462,264,285.22
...... 10,346.233.87 298,651.00 (1,571,058.35) (33.407.63) (1,305,814.98) 9,040,418.89
...... 2,139,990.00 - - - - 2,139.990.00
...... 526,550,581.86 72.800,269.88 (1.710.262.07) (35,726.78) 21,054,281.03 547 604,862.89
...... 28,877,505.07 3,280,114.77 . - 1,280,114.77 32,157.619.84
....... 150,813,423.54 5,151,797.91 (1,649.456.24) - 3,502,341.67 154,315,765.21
...... 179,690,928 61 8.431,912.68 (1,649.456.24) - 6,782,456.44 186,473.385.05
...... 3,906,062,627.63 72,622.508.00 (11,931,195.91) (136,523.80) 60,554,788.29 3,966.617.415.92
...... 154,377,558.86 76,636,421.99 - - 76.636,421.99 231,013,980.85
....... 54,810,960.24 1,266,071.11 - - 1.266.071.11 56,077,031.35
...... 8,684,890.86 8,640,350.58 - - 8.640,350.58 17.325,241.44

217,873,409.96 86,542,843.68 - - 86,542,843.68 304.416,253.64
...... 4,123,936,037.59 159,165,351.68 (11.931,195.91) (136,523.80) 147.097,631.97 4,271,033,669.56

14



RESERVE FOR DEPRECIATION OF UTILITY
Life Reserves
e 1T SRR
Elcctric - ARQ Steam...
Efectsic - ARO Hydro.._
Eletnie - ARQ Other Production.
Electric - ARQ Transmussion...
Electniz - ARO Distribution..
Gas - ARC Undergraund Storage...
Gas - ARD Distribation. . ..
Comman - ARQ.

Totad Life Reserves For Deprecation Of
Hhility Plamt InSerace. .

Salvags Reserves
Sienm Productwon ...
Hyidre Preductios. .
Other Frodection
Transrussion..
Distribution....
Diistribution General ...
Gas Stored Undergrouad. .
Gas Transmussion. .
Gas Distribution....
(as General.
Cemmon. ...

Total Salvage Reserves For Deprecation OF
eitity Plant Is Servaee. ..o

Toral Reserves

Total Reserve For Deprecation OF
Utiity Plant Ir Serviet. ..o

Reurement Work In Progress
168001
Electnc.. ..o

Total 80 RWIP.._ ...

0BG
Blectnc. ..o [
Gas..oonees
Commes. ...

Total 168301 RWIP.........
Tatal RWIP.......... [T [N

YT Activity......... ST e ————-

Amortzation
Electric...

Gas.....
Common.

Totat Reserve For Amortization OF
Uttty Plamt fn Service. .. ..

Totat Reserve For Depreciation and
Amoriizanan - Utility Plant ia Serace.........

hility Fiant o Qrigmal Cost Less
Reserve For Depreciation and Amortizstien.. ...

LOUISVILLE GAS AND oo ECTRIC COMPANY
SUMMARY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PEANT

GCTORER 31, 2007
NET BALANCE TRANSFER/ RWIP COST OF OTHER BALANCE
FIRST OF YEAR ACCRUALS RETIREMENTS ADJUSTMENT TRANSFERS OUT REMOVAL SALVAGE CREDITS TO DATE
{1,259,559.281.79} (70,167,681.29) B,571,477.50 (5.897,638.76)  (1,367,083,124.24)
{2.049.614,55} {131,177.05) . . (2,180,751.60)
(15,828.80} (506.84) {16,735.64)
(108,105.20) {6,568.96) (114.274.16)
{2,165.47 {14197} (230748
{12,661.89) (30470} . (12,306.59)
{148,577,916.87 {8,969.607.33) 1,710,262.07 (155,857,262.13)
{192,040.25) {7,569.40) . (399.609.65)
(19,101.73) (52.80) (19,160.53}
{1,130.96} (28.60) . {£,159.56}
(62,084,325.21} (6,191,932.22) 1,649,456.24 (66,626,882.19}
(1,512,821,612.72) (85,475,558.16) 11,931,195.51 (5,897,638.76)  (1,592,263,611.7%)
(46,966,253.01} {4,797,504.48} B34,038.23 (269,883.55} (54,199,602.90)
{522, 113.14) . . - (522,713.14)
(2,093,564.72} . 2,644.83 [2,050,919.59}
(16,367,877.32) (911,723.8%) 47519114 . {16,804.40%.41}
(132,166,536.49) (5,054,657.86} 1,081,995.71 (57,880.40) {135,196,475.04)
$9,695.45 18,907.94 487.32 - 109,080.71
249,305.84 {188,462.0%) 21,517.01 £2,360.76
{2.644,672.08} (86,631.17) . . (2,731,363.25)
(47,306,815.37) (3.565,608.93) 117,359.44 {4,656.49 (50,759, 1 £.300
148,519.46 35083.57 . - 183,603.03
(354,458.62) (49,312.66) 209,955.86 {193,815.42)
(247,935,370.00) (14,599,309.51} 3,743,750.14 (332,41G.49) (259,123,299.86)
{1,499,774,246.93) {81,050,755.04) 8,571,477.60 3,394,357.83 (327,764.05) {5.497,638.76)  {1,575,084,573.38
{198,542,721.00 {12,782.854.15) 1,710,262.07 119,476.45 {4.646.49) . (209.480,483.67)
(62,440,015.79 (6,241,254 48) 1,649,456.24 309,955.86 (66,821 857.17)
{1,760,756,982.72) {100,074,867.67 £1,931,195.91 3,743,790.14 (332,450.49) (5,897,638.76)  (1,851,386,913.5%
1,768,496.16 (1,194,605.96) (1,107,834.65) (4,155.08 19781 37,152.62 1.499,550.31
(465.950.02) 620.863.56 (44,692.95) 17.314.45 - - 125,135.64
(302,243.45) - 561,920.37 {20,862.21) (64,549.29) {19,734.58)
2,800,302.69 . (5,822.03) (1,175,388.91 (50,790.22) 497.82 37,152.62 1,605,951.37
8,273,600.70 6,244,184.17 3,918,125.03 (4,064,186.63) (563,962.03) {2,125,397.90) 11,702,403.34
3,107,21935 198,479.08 {84,583.36) 597,483.60 . . 3,818,598 57
(4,637,184.09) (5,698,720.60} {191,893.65) 10,714,962.57 2,800.00 189,964.23
6,743,635.86 743,942.65 1,661,648.62 7,248,259.54 (561,162.93) {2,125,357.90) 15,710,9565.14
5,543,938.55 738,120.62 2,486,250.1) 7,197,469.32 (560,664.211 (2,688,263 88) 17,316,917.54
(1,751,213,044.17) {100,074 867.67) £1,931,19591 738,120.62 7,486,256.11 10,941,359.46 (893,074.70) (7,985,844 64)  (1,834,069,996.08}
{i00.60) (106.00)
{800.00} - (800.00)
(15,376,657.84} (5,227,638.60) (20,604,296.53)
(15,377,557.84) {5,227,638.65) (26,605,196.53)
(1,766,550,602.01) (105,202,506.36) 11,931,195.51 718,120.62 2,486,259.11 190,943,239.46 (893,074 70 (7.985854.64%  {1,854,675,192.61)

2,357,345,435.58

15



LG&E Monthly Report to KPSC - September 30,
2007



LOUISVILLE GAS AND ELECTRIC COMPANY

Financial Reports
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Prepared by Regulatory Accounting and Reporting



Electric Operating Revenues...
Gas Operating Reventes.....oooveveieeevinenn

Total Operating Reventes........vevvreeiveneevnicrnron

Fuel far Electric Generalton.. e evereecerenes
Power Purchased...ne.-
Gas Supply Expenses...
Other Operation Expenges..
Maintenance....,
Depreciation
Amortization EXpenst.. e
Regulatory Credits.....oooo oo
Taxes
Federal INCOme...oo.vovvivnnvnne
State INCOMEL.cucvrssvrerersenenns
Deferred Federnl Income - Net..,
Deferred State Income - Met....
Federal Income - Estimated
State Income - Estimated..
Property and Other....
investment Tax Credit
Amortization of Investment Tax Credite...vevneeiinn.
Guain from Disposition of Allowances...
Accretion EXpPense....cooriiirrrn e iee e ens

Total Opersting EXPenses.......ovvvvvveinrreeciieeeriorinns

Net Opeming MOmME. e eee it ceeeeeens
Other Income Less Deductions

Income Before Interest Charges.........oooii e
Interest on Long Term Debto e
Amaortization of Debt Expense - Neto.oovviveecnneenn.
Other INerest EXPEnseS o ivaeriassnssnenemmmmciieer

Total Interest Charges. .. eeveecees e veneans

Net Inc Before Camulative Effect of Acetg Chg..o.re
Cumuiateve Effect of Accounting Change Net of Tax...

Net IBCOME. ... v imr e s

Prefesred Dividend Requurements..o.vorneeveiinn i

Earmings Available for CoOmmom.. ..o ecrirareneeiinn

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

SEPTEMBER 36, 2007
CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
77,167,206.33 72,497,984,06 4.669,222.27 644
13,487,053.89 11.978.714.60 1,508,339.29 12.59
90,654,260.22 84,476.698.66 6,177,561.36 7.31
25,026,337.58 21.376,289.38 3.648.048.20 17.06
5,147,757.48 8,536,368.61 (3,388,611.13) (39.70}
8,226,544.79 6.312,027.45 1914,517.34 10,33
14,395,545.68 16.744,135.93 {2,348,580.25) (14.09)
7,883.959.64 7,707,433.64 176,526.00 2.29
9,815,061.57 9,783,130.68 31.930.89 0.33
471,623.70 541,075.87 (63.452.17) {11.73)
{163,026.95) (152,401.35) (10,625.60) 6.97
19.772.055.65 10,901,887.00 8,870,169.65 81.36
4,535,717.00 1,969,655.40 2.566,061.60 £30.28
{2.869.812.68) 7,.970,145.07 (10,839,957.75) (136.01)
{396,382.86) 1,821,275.95 (2217,658.81) (121.76)
{17421,.912.84) (17,347,365.21) (74,547.63) 0.43
(3,318,459,58) (3,854.970.06) 536,510.48 {13.92)
$67,945.55 1,784.851.04 (816,905.49) {4577
2,600,000.00 . 2,600,000.00 100.00
(322.925.13) {323,759.38) 830.25 {0.26)
148,341.13 £37,770.90 10,570.23 7.67
74,504,366.73 73,909,550.92 594,815.81 0.80
16.149,893.49 10,567.147.74 5.582.745.75 52.83
{549,532.70) 1,534 .405.90 (2.083,938.60) (135.81)
15.600,360.79 12,101,553.64 3,498.807.15 2871
3,581,151,16 7.440,837.03 740,314.13 26.06
120,439.96 119,190.03 £.249.93 1.0
526,525.30 £.517,106.48 (990,581.18) (65.29)
4,228.116.42 4,477,133.54 (249,017.12) (5.56)
11,372.244.37 7,624,420.10 3.747,824.27 49.16
11,372,244.37 7,624,420.10 3,747.824.27 49.16
- 330,863.23 {330,863.23) (100.00)
11,372,244.37 7.293,556.87 4,078,687.50 55.92




Electric Operanng Revenues, ..
Ges Operating Revenues. .. .o s vemmsvinnssinnnes

Total Operating Revenues......ooovvnveecin i

Fuet for Electnic Generation. o veevre i enin s
Power Purchased.
Gas Supply Expenses....
Other Operation Expenses
Maintenance...
Depreciation....
Amortization EXPENSC. i iieiera i,
Regulatory Cradits.oooovnmi e
Taxes
Federat Income....ooocovanaee
Siate INCOMe.uiiniaaen
Deferred Federal Income - Net.
Deferred State Income - Net.,
Federal Income - Estimated..oveooiinninnn s
State fncome - Estimated..,
Property and Other.....
Investment Tax Credit...
Amortizatior of Investment Tax Credite......oevvenn.
Goin from Disposition of Allowances....
Aceretion EXpense......co i

Total Operating EXPENSes ... o vvirirrneearearencrsinennns

Net Operating IRCOMe.. oo
Other Income Less Deductions... e

incomne Before Interest Charges. e cconiiiiinenn
Interest on Long Term Debtoenininc i

Amortization of Debt Expense - Net... .
Cther Interest EXPENSES . viinriiaevarsisiares srmimensanas

Tota] Interes: Charges s viinvarrereen i
Net Inc Before Cumnuiative Effect of Acctg Chg........
Cumuiative Effect of Accounting Change Net of Tax...
NEFINCOME.ccevvriericiviins e irrermnccstssscssasansens s
Preferred Dividend Requirements.. . eeeveevenniinnn,

Earmngs Available for COMMDAceriiviiercrcricsinanns

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

SEPTEMBER 30, 2007
YEAR TO DATE
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT Yo
718,004,991.32 704,261,044.69 13,743,946.63 1.95
239,605,678.05 288,025,319.28 {48.419,641.23) (16.81)
957,614,669.37 992,286,363.97 (34,675,694.60) {3.4%)
244,451,437.15 219,7¢3,517.92 24,737,919.23 11.26
59.448,945.30 80,709,343.85 {21,260,398.55) (26.34)
[71,155,386.1¢ 218,713,631.73 {47,558,245.63} 2L74)
128,481,639.86 [40,685,351.95 {12,203,712.09 {8.67)
36,967.334.07 58,228.515.80 {1,254.181.73} (2.13)
88.845,503.22 §7.899,758.86 945,744.36 1.08
4,755,128.80 4,380,864.19 374,264.61 8.54
([, 451,663.191 (1,370,788.241 (80.874.95) 5.90
33.224,888.50 45,174,805.67 (11,949817.17Y (26.43)
1.510437.72 8,565,665.24 {1.055,227.32) (12.32)
2,618,3831.92 (2,315,455.67) 4,943,839.5% {213.50
747,739.94 (453,606.38) 1,160,746.32 (25623}
16,949,193.31 15,99G,961.15 93R,232,16 599
8,779,626.60 - 8,779,626.00 100.00
(2,969,487 85) (3.027.624.17 58,136.32 (192}
(553,592.69) {1.604,606.07) 451,513.38 (44.94}
1,335,893.97 1.239,114.14 96,779.83 7.81
820,267,284.13 873,123,049.97 (52.855,753.84) {6.05)
137,343,375.24 [19,163,314.00 i8,180,061.24 15.26
{176,942.13) 1,703,656.92 {1,880,589.05) {110.3%)
137,166,433.11 120,866,870.92 16,299.462,19 13.49
33,070,650.13 25,462,833.03 7,607,817.10 29.88
1,074.678.68 1,072,710.27 1,968.41 a.18
2,482.437.52 4,016,058.40 (1,533,626.88) (38.19)
36.627,766.33 30,551,601.70 6,076,164.63 19.89
100,538,666.78 90,315,369.22 10,223,297.56 11.32
100,538,666.78 $0,315.368.22 10,223,297.36 11.32
941,636.24 2,79%,023.52 (1,857.387.28) {66.36}
99,597,030.54 87,516,345.70 12,080,684.84 13.80




Electric Operating Revenues. ..o
Gas Operating ReVEnUes........ooooiinierns

Total Operalng RevenUES..c....vrrreranimiaiimnnenns

Fuel for Electsic GeRemilitT e revrarsrsrrrinraes
Power Purchased.....o.......
(Gas Supply Expenses...
Other Operation EXpenses.......ccormmimrime
Mamntenance
Depreciation......
Amartization Expente,
Reguiatory Credits. ..o
Taxes
Federal Income..
State Ieome. e s
Deferred Federal Income - Neb...onvnnnnevenrevieen
Deferred State Ineome « Nl e
Federal Income - Estumated.
State Income - Estimated.
Praperty and Other...
Investment Tax Credit....
Amortization of Investment Tax Credit,
Gan from Digposition of Allowanees.........in
Aceretion EXpenst.. i

Totnl Operting EXpenses.........ooomriiannn.

Net Operating ICome. e
Other Income Less Deductions..coovevermnninnnninn

Income Before interest Charges...coov v iiiecnnonri
Interest on Long Term Deble. i

Amortization of Debt Expense - Net
Qther Interest Expenses

Total [nterest Charges. e srarmrerasiaiessnn
Net Inc Before Cumulative Effect of Acctg Chyg.........
Cumulative Effect of Accounting Change Net of Tax...
NEt THCOMC. .o v veeeereeivrecasssmssrsssssessrerrsarassas a0
Preferred Dividend Requirements. o evnninnecnnine

Earmings Available for Common.......ovinn,

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME
SEPTEMBER 30, 2007

YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT Ya
956,404,475.19 950,504,102.33 5,900,372.86 0.62
346,809,937.43 465,119,351.96 (118,309,414.53) {25.44}
1,303,214.412.62 1,415.623,454.29 (112,400,041.67} (7.94)
317,308,763.46 293,830,275.40 23,478,488.00 7.99
92,573,226.86 119,981,864.58 (27.408,638.52) {22.84}
247,725,216.13 366,594,952.70 (118,869,736.57) {32.43)
177,637,752.26 202,147.367.59 (24,509,615.33) {(12.12}
T1,7181,472.02 7250592179 5,273,550.23 7.28
118,928,014.62 117.616,120.53 £,314,894.09 112
6,241,620.13 5.800,192.52 441,427.61 7.61
(2,341,811.46) (13,855,521.51) 11,513,710.05 (83.10
50,704,876.35 68,949,247.27 (18,244,370.38) {26.46}
16,306,157.68 12,398,071.60 {2,091,913.32) {l6.87}
(2,080,921.61} (8,103,918.27) 6,022,956.66 {7432}
{52,377.18) {1,448,659.26 1,396,282.08 {96.38}
22,666,923.46 21,356,205.57 1,310,717.39 6.14
11,775,626.00 - 11,779,626.00 100.60
(3.963,525.11) (4,044,417.50) 80,892.41 {200}
{553,092.69) (1,004,606.07) 451,513.38 {44.94)
2,154,821.42 1,414,353.14 740,468.28 52.35
1,126,816,741.57 1,254,137,449.45 (127.320,707.88) {19.15)
176,397,671.03 [61,486.004.84 14.911,666.21 4,23
(2,602,887.83) 2.327.238.60 {4.930,126.45) {211.84)
§73,704,783.20 163,813,243.44 9,981,535.76 6.09
41,732,520.23 33.482,560.65 8,245.930.58 24.64
§,432,248.77 $,430,290.32 1,958.45 0.14
1.578,120.64 6,047,172.14 (2,469,051.50) (40.83)
46,742,889.64 40,960,023.11 5,782,866.53 14.12
127,051,893.56 122,853,220.33 4,198,673.23 342
- 7,421,578.50 (7,421,571.50) {100.003
127,651,893.56 115,431,648.83 11,620,244.73 i0.07
1,847,977.39 3.617,866.24 (i,769,888.85) {48.92)
125,203,916.17 1§1,813,782.59 13,390,133.58 11.98




Balance at Beginning of Penod

Add:

Credits from Income
FIN 48 Adjustment

Deduct:

Adjustment to Retamed Earnings

Preferred Dividends

$25 Par Value

5% Series.......inns
Without Par Value

Auction Rate
Preferred Dividends Accrued

$25 Par Value

5% Seres....o.oeenns
Without Par Value
Auction Rate

Common Dividends

Common Stock Without Par Vaiue

Balance at End of Period

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

SEPTEMBER 30, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
658,800,443.39 641,204,287.27 639,104,729.77 620,981,498.44 613,407.844.14 596,684,061.55
11,372,244.37 7.624,420.10 100,538,666.78 90,315,369.22 127,051,893.56 115,431,648.83
- 258,182.00 258,182.00
- 3,787,254.55 3,787,254.55
316,636.25 806,523.51 585,471.39 [,075.3066.24
624,999.99 1,992,500.01 1,262,500.00 2,542,500.00
- 89,613.23
- 241,250.060
- 35,000,000.00 65,000,060.00 95,000,000.00 65,000,000.00 95,000,000.00
670,172.687.76 613.497,844.14 670,172,687.76 613,497.844.14 670,172,687.76 613,497.844. 14




ASSETS AND OTHER DEBITS

Litility Plant

Utitity Plant ot Onginat Cost...
Less Reserves for Dcp;‘ccmnnn & Amumzas:nn

FOBL s it rmemsie i s e e e s anr e

Investments - At Cost

Ohio Vailey Electric Comperation.. ..,
Nonutility Property-Less Reserve...
Special FUNas. ... vcesierian
QOther....

Total....

Current and Accrued Assets

L8R e tssrerererrsrrrcscssisssissanasres e s ge s s e e v e npeiaras
Specizl Deposits....
Femportary Cush Invcstmcms e
Accounts Recewvable-Less Resewe .............
Nates Receivable from Assoc. Companies............
Accounts Recoivable from Assoc Companses........
Materials & Supplies-At Average Cost

Fuel...

Plant ancnnls & Opemung Suppi:cs

Stores Expense.

Gas Stored Underground..
Allowance Inventory....
PIepBYTIRNS. e rsiinitiaesne et s s e e
Misceliancous Custent & Accrued Assels......oovvee

TOLAE o eeeeeeeceemeer it ettt i e en e ant

Deferred Debits and Other

Unamortized Debt Expense....
Unarmortized Loss on Bonds...
Accumulated Deferved Incomie TaxeS . onne s
Defesred Reguiatory Assets....
Other Deferred Pebits

TR e eecresrrerssrrrcrminste e s e va e e e e et e aar e ey enan

Total Assets and Other Debits..ummsrienisrarenaas

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF SEPTEMBER 30, 2807 AND 2006

THIS YEAR EAST YEAR
4,248,602,193.18 4,107,585,609.26
£.845,247,566.01 1,770,839,369.49
2,403,354,627.17 2,336.726,239.77

594,286.90 594,286.00
11,879.20 37,713.74
9,100,631.65 178,406.90
19,706,796.85 810.406.64

2,807,764.28
1,195,192.73
35,497.16
144,206,823.44

10,413,244.05

4£,768.266.10
26,061,095.81
4,385,336.61
83,681,538.64
12,373.69
3,628,793.25
531.652.93

5,124,586.71
5,152,346.00
5,389.56
110,877,208.31

25,150,897.14

43,152,5905.81
24,922,766.3%
4,365,047.32
86,752,841.66
16,979.26
2,948,837.97
491148551

318.748,778.69

317,981,291.64

9.861,969.599

8,234,206.84

19,360,334.68 19,878,681.03
51,818,618.60 86,131,928.53
166,250,119.76 36,039,665.47
40,493,172.85 67,203,647.39
287,784,215.88 217.488,129.26
3.029,594,418.59 2,873,006,067.31

LIABILITIES AND OTHER CREDITS

Capitalization

Common Steck
Commen Stock Expense....
Paid-In Capital...oeviiimeeeniiinivaimee e e
QOther Comprehensive income..
Retained Eamings...omeveen

Totn] Common EGUItY. e s
Prefermed SI0CK oo eeseairesmrea e e e e e e e
Pollution Control Bords.......ooovouuis

Mandatory Redeemable Preferred Stock....
LT Notes Payable to Associated Compantes........

Total Caprtalization. .. s cimeareceemrciaees

Current and Accrued Liabifities

Long-Term Pebt Due in | Year....
ST Notes Payable 1o Assoctated Compames
Notes Payable to Associated Companies
Notes Payable. ..

Accounts ?ayablc - .
Accounts Payable to Asse:mzcd Cumpanzcs ........
Customer Deposts..u-.-- .
Taxes Accrued.....
ingerest Accred..,
Dividends Decinred
ST Obligations Undcr Cnpual Lcascs

Misc, Current & Accrued Linbitities...

Total.........

Deferred Credits and Other

1.T Obligations Under Capital Leases....oovueevnns
Accumulated Deferred Income Taxes.,
Investment Tax Credit....
Regulatory Liakilitics
Customer Advances for ConstrICion.ceeenvvenens
Asset Retirernent Obligetions........

Other Deferred Credits...
Misc. Long-Term Liabilities...... o
Accumn Provision for Pusz—Rcummem Bcncf‘ Geeaee

TOL et eeeeecirssnt st s e s se e rs e e e

Total Liabilities and Other Credits....oivavveiainn

THIS YEAR LAST YEAR

425,170,424.00 425,170,424.09
(835,888.64} (835.888.64)
40,000,000.60 40,000,000.00
{8,172,182.00} (56,282,796.19)
670,172,687.76 613,497.844.14
i,126,335,041.21 1,021,549.583.40
- 7¢,424,594.05
574,304,000.00 574,304.080.00
- 18,750,600.00
363,000,000.00 225.000.600.60

2,063,639.041.21

1,916.028,177.45

- 1,250,680.08

105,533,000.00 -

- 52,337,0600.00
§9,2605,726.81 86,259,233.29
29,601,712.83 43.404,061.26
19,059,437.62 17,941,395.48
22.994,312.06 19,150,297.33

9,626,278.84 6,172,522.87

. 992,589.69

464,166.57 .
10.167,934.07 7.643736.07

286,712,568.80

233,15G,836.01

118,249.00 .
393,203.395.03 400,791,477.20
46,880,375.29 39,064,274.41
53,862,719.43 47,749,383.67
16,627,256.05 9,882,979.79
29,198,729.53 27.638,632.69
41,951,720.60 74,611,620.12
6,607,120.00 69,103,897.15
90,793,243.65 58,984,788.75
679,241.808.58 727,827,053.85

3.029,594,418.59

2.873,006,067.31




Common Equity

LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT

Commen Stock - Without Par.... v
Common Stock BXDEISE..oieresmsisrsisasmermrns sa s smnee

Paid-In Capital........oooomiinniiinin.
Other Comprehensive Income...........

Retained Bammmgs. v memiermessimrisssasia s e corsasesas

Total Common BQuity.. e cen e

Long-Term Debt
Pollution Control Bonds

PCB Y JC 05/01/00 Due 05/01/27 VARYccireriinn e
PCRB 7 IC 08/01/00 Due 08/01/30 VARY..c..coovvieeeen.
PCB AA JC 09/11/01 Due 09/01/27 VAR%....oevenvee
PCB BB JC 03/06/01 Due 09/01/26 VARY..oviriiceeo.
PCB CC TC 03/06/01 Due 09/01/26 VARY..cc.covcnereeces
PCB DD JC 03/22/0% Due 11/01/27 VARV coeviicrennee
PCB EE TC 03/22/01 Due 11/01/27 VAR%.c.cocvvveee
PCB FF TC 10/23/02 Due 10/01/32 VAR oo
PCB GG JC 11/20/03 Due 10/01/33 VARY.coccoininene-
PCB HH JC 04/13/05 Due 02/01/35 VARY.cccvevnn -
PCB JC 04/26/07 Due 06/01/33 VARYb.c.ovrvcarnrnninnniass
PCB IC 04/26/07 Due 06/01/33 VARYowimneiiiiinens
PCB TC 04/26/07 Due 06/01/33 VARV ..cocvinninniscnenns

Total Pollution Control Bonds......covmimecniiinnn

~LT Notes Payable to Associated Companies.............

Total Capitalization....

ST Notes Payable to Assocmted Compames

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

Total Capitalization and Short-Term Debto.ceieee.

AUTHORIZED

SEPTEMBER 34, 2007

ISSUED & QUTSTANDING
SHARES AMOUNT
21,294,223 425,170,424.09
(835,888.64)
40,000,000.00

(8,172,182.00)
670,172,687.76

1,126,335,041.21

25,000,000.00
83,335,000.00
10,104,000.00
22,500,000.00
27.500,000.00
35,000,000.00
35,000,000.00
41,665,000.00
128,000,000.00
40,000,000.00
31,000,000.00
35,200,000.00
£0,000,000.00

574,304,000.00

363,000,000.00

2,063,639.041.21
105,533,000.00

2,169,172,041.21

PERCENT OF TOTAL
CAPITAL &
S/T DEBT CAPITAL

51.92 34.58

26.48 27.83

16.73 17.59

95.13  ___ 10000
487
100.00




LOUISVILLE GAS AND ELECTRIC COMPANY

TRIAL BALANCE - GENERAL LEDGER

Avcount - Subsidiary Account

DTILITY PLANT
At Original Cost .
Reserves for Depreciation nnd Amumzannn
Eleetric . ... ..
Gas . .
Common .
Amortization of Plant
Elecirie ..
Gas . . .
Common

INVESTMENTS - AT COST .
Nonutility Propernty
Nonutility Property Reserve
©Ohio Valley Electric Corporation .
Special Funds ...

CASH .
IP Morgan Chase . .
BB&T
Bank of America e
Town and Country Bank. ..
US Bank .
Bedford Lmn and Dcpusn Bank
Farmess Bank .
Meade County Bank

QOTHER SPECIAL DEPOSITS
MAN Margin Call

TEMPORARY CASH INVESTMENTS
Other .

ACCOUNTS RECEFVABLE - LESS RESERVE .
Working Funds .. . ...
Customess-Active
Wholesale Sales . .

Fransmission Sales .

Unbilled Revenues.

Employee Computer Loans
Damage Claims . .
Officers and Employees.. .. .
Tax Refunds .

IMEA .

IMEBA
Other
Reserves for UncuElec%zb%c Accmmls
Utility Customers

Reserve. .

Accrual. .

Charged OfT. . .

Recoveries . .

AR Miscellangous. . . ... ...

Interest and Dividends Reecivable
Renis Receivable ..

SEFTEMBER 30, 2007

ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES . .

E ON US Services/Kentucky Utilities . ... . . ...

FUEL.. .

Coal l, 169 128 10 ?ons @ $34 72 MMBTU 27 047 085 94 @ 359 07¢

Fuel Oil 198,332 Gallons @ 182 20¢ .
Gas Pipeline 127,044 .00 MCF @ 56 44

PLANT MATERIALS AND OPERATING SUPPLIES . .

Regular Materials and Suppties . .
Limestone 35,925 91 Tons @ 3623 .

Balance

Subsidiary Account

4,248.602.193 18

(1.554.997.776 1)

(204.035,049 89)
(66,082,052 67)

(100 00)
(800 00)
(20,131.786.64)

75,239 56
(63.360 36)
594,286 00

19,100.631 65

12,757 82
11,686 97
65.004 23
22,61797
2,608,478 44
100 00
10.600.00
77,058 85

1,195,192 73

3549716

21,280 00
90,099.826 77
3,288,827 09
338.111 65
37,091,000 00
100.294 49
782,331 82
600 GO
3,095,494 57
3.346,031 98
3,505,626 58
4.076,149 25

(B60.831 00)
{1,601,878.75)
3.418.751 02
{1.810,87227)
{1,116.766.00)
28,932 18
409.984 06

10,433,244 05

40,588,482 53
361,367 28
818.416.29

25.837,305.77
223,790 04

Balance as Shown
On Balance Sheet

4,248,602,191 18
(1,845.247,566 01)

19,706,796 835

2,807,764 28

1,195,192 73

35.497.16

144,206,823 44

10,433,244 05

41,768,266 10

26.061.095.81



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
SEPTEMDBER 30, 2087

Arcount - Subsidiary Account

STORESEXPENSE ... .. . ... ...
Stores Expense Undistributed .

GAS STORED UNDERGROUND - CURRENT .
Gas St Underground®11,737.911 MCF (14 73 psia) @ &7 13

ALLOWANCE INVENTORY .
Allowance Inventory. .

PREPAYMENTS
Insurance . .
Franchises . . .
Taxes
Rights of Way .
Risk Management and Workcrs Cumpcnsasmn
Vehicle License
Other

MISCELEANEQUS CURRENT ASSETS
Mistellaneous Current Assels
Derivative Asset - Non-Hedging . ... ..

UNAMOR TIZED DEBT EXPENSE
Polution Control Series Y due May 1, 2(}2?
Pollution Control Serles Z due Aug. 1, 2030. e
Pollution Control Series AA due Sept 1. 2027 .
Pollution Control Series BB due Sept. 1, 2026 . . .
Pollution Controt Series CC due Sept 1. 2626 ... .
Potlution Controf Series DIy due Nov. 1, 2027.. .. .
Poltution Control Series EE due Nov. 1, 2027 .
Poliution Control Series FF due Oct. i, 2032 .
Pollutions Control Series GG due Oct 1, 2033, ..
Pollution Control Series HH due Feb 1,2035 . . ... ..
Pollution Control Sonds due Jun 1, 2033 . .. ..
Pollution Contrel Bonds due Jun. |, 2033
Pollution Control Bonds due Juns. I, 2033

UNAMORTIZED LOSS ON BONDS
Refinanced and Calied Bonds

OTHER DEFERRED DEBITS

DEFERRED REGULATORY ASSET . ..
Asset Retirement Obligations
Electric. .
Gas .
Common
Pension & Postrcuremcnl Bcnef ts
ECR Ash Houling
MISO Exit Fee

ACCUMULATED DEFERRED INCOME TAXES .
Federal
Eleetrie . . ..
Gas.. . . .
State
Electric
Gas .

®Excludes: 5
Non-recoverable Base Gas  9,648,855.00
Recoverable Base Gas 2,139.990.00

MCF
7,880.000
2,930.000

11,788,845.00 10,810,000

Totat Assets and Other Pebits

Halance
Subsidiary Account

4,385,536.61

83.681.538 64

12,37169

438.557 99
20,735 84
1,454,540 89
280,000 .03
90,000 00
24,015 08
1,270,939 42

3.834 01
528,818 92

467,986.49
874.000.99
395,127.00
186,751 36
203,134 23
219.843 02
219,876.67
920,888.48
3.054,288.29
1,001,154 40
592.562 24
554,294 31
1,172,062 5%

19,360,334 68
40,493,172 85

18.577,731.84
5,000.817.13
22,170 32
126,288,471 00
3131,313.07
13,139.016.40

16,901,939 02
7.018.056 16

6,882,886 81
1,015,742 61

Balance as Shown
{n Balance Shent

4,385,536.601

83,681,538 04

12,373.69

3.628,793 25

532,65293

9.861.969 99

19.360,334 68

46,493,172 85
166.250,119 76

5LB18,618.60

3,029,594,418.59

31,029,594,418.59




LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

SEFTEMBER 30, 2007
Balance Balance as Shown
Account - Subsidiary Account Subsidiary Account On Balance Sheet
COMMONEQUITY .. . .. ... .. . . ... e e 1,126,335,041 21
Common SIOCK. oo 425,170,424 09
Retained Barmiigs . . o v i e e e 670,172,687.76
Common Stock Expense.. ... . O (835,888 .64}
Additional Paid-In Capital. . . .. .. . - e e 40,000,000.00
Other Comprehensive Income ... ... . o C U (B,172,182.00)
BONDS. . VPR 574,304,000.00
Pollunon ("ontro] Bonds T O O 574,304,000 00
LT NOTES PAYABLE TO ASSOCIATED COMPANIES . .. .. . ... .. .. 363,000,000.00 363,000,000 00
ST NOTES PAYABLE TO ASSOCIATED COMPANIES 105,533,000.00
Money Pool Payable . . .. ... . .. ... . ... C e 105,533,000 .00
ACCOUNTS PAYABLE . . i e i e o 89,265,726 .81
Regular. .. ... T R 86,427,921 .50
Salaries and Wages Accrucd e e s e 1,721,055 03
Tax Collections - Payable. .. .. . ... oL 1,116,750.28
ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES _ . .. o 29,601,712.83
E ON US Services/Kentucky Utilitles. . . .. . ... 29,601,712.83
CUSTOMERS' DEPOSITS . .. . . o S 19,059,437 62 19,059,437 62
Customers' Deposits . ..
TAXES ACCRUED .. i o i e e 22,994,312.06 22,994 312.06
Taxes Acerued . .. o e
INTEREST ACCRUED... . o ot oo e om0 9,626,278.84
Loan Apreement - Pol Cont. Bonds 2000 Series A . ... . 86,666 67
Loan Apreement - Pol. Cont. Bonds 2000 Series A-TC .. . .. . 182,526 82
Loan Agreement - Pol. Cont. Bonds 2001 Series A . . oo 6,988 60
Loan Agreement - Pol. Cont Bonds 2001 Series A ... oo 57,174 67
Loan Agreement - Pol. Cont. Bonds 2001 Series A-TC. .. . s 69,880 14
Loan Agreement - Pol Cont. Bonds 2001 Series B ... . . . oo 89,657.52
Loan Agreement - Pol. Cont. Bonds 2001 Series B-TC . . o 88,938 64
Loan Agreement - Pol. Cont. Bonds 2002 Series A-TC ... . ..o 01,09224
Loan Agreement - Pol. Cont. Bonds 2003 Series A . ... . e 439,882.66
Loan Agreement - Pol. Cont. Bonds 2005 Series A . . . .o 29,166.68
Loan Agreement - Pol. Cont Bonds 2007 Sertes A ... .. oo e 9,945 86
Loan Agreement - Pol Cont. Bonds 2007 Series B.. ... .. . 11,293 37
l.oan Agreement - Pol Cont Bonds 2007 Serfes A.... ... . ... .o e 942,999 68
Interest Rate SWaps.. .. . . . o e e e e e 96,748.61
FideHa . o 6,650,753 32
Cusiomcrs Deposits..... . ... e e e 772,563 06
ST OBLIGATIONS UNDER CAPITAL LEASES .. . ... .. .. . . ... 464,166.57 464,166.57
MISCELLANEOUS CURRENT AND ACCRUED LIABILITIES . .. v 10,167,934.07
Customer OVerpayments. ... ... .o o 2,331,104 20
UK Emission Research Grant ... ... ... .. . PP 250,000.00
Vacation Pay AcCrued . ..o e e e e 4,642,413 83
Derivative Liabilities - Non-Hedging..... ... .. ... . .o 306,839.57
Postretirement Benefits - CUlTent... .. ..o i e 2,248 334 .00
OB . o e e s 189,242 47



LOUISVILLE GAS AND ELECTRIC COMPANY

TRIAL BALANCE -
SEPTEMBER 30, 2007

Account - Subsidiary Account

LT OBLIGATIONS UNDER CAPITAL LEASES... ..
CUSTOMERS' ADVANCES FOR CONSTRUCTION ... .

Line Extensions

Electric ... .. P
GAS. . o e
Custorner Advances - Arena.

ASSET RETIREMENT OBLIGATIONS
Blectric.... . ... . e
Gas..... .. ..

Commion.

OTHER DEFERRED CREDITS .

REGULATORY LIABILITIES .. . .
Asset Retirement Obligations
Electric ... ... .
Gas............ .. ..
Deferred Taxes
Federal
Electric S
State
Electric.. ... ..

GGAS . e
MISO Schedule 10 Charges... ... . .. ..

INVESTMENT TAX CREDIT. ... ..
Job Development Credit
Electric.. .. ..
Gas.....
Advanced Coal Credlt

ACCUMULATED DEFERRED INCOME TAXES ... o

Federal

Blecttic oo o o e
Gas..... ...

Common.. ...

State

Electric ..o oo -

Common..
Netting Out Deferred Tax Llabalitles

MISCELLANEQUS LONG-TERM LIABILITIES.. ..

Workers' Compensation. ..
Uncertain Tax Positions. ..

ACCUMULATED PROVISION FORBENEFITS.. .. ..o

Pension Payable. ..
Postretiremnent Benefits - FAS E(}G

Post Employment Benefits Payable PP

Total Liabilities and Other Credits. ... ...

10

GENERAL LEDGER

Balance
Subsidiary Account

118,249.00

799,072.49
8,083,864.86
7,744,318 70

21,504,191 76
7,669,188 99
25,348.78

41,951,720 60

219,109 82
96,424.86

26,695,003.75
1,705,343 50

18,829,272 .00
2,697,123.50
3,620,442.00

33,912,442 30
1,188,306 99
11,779,626 .00

292,562,346 01
43,927.433.65
(54,580.00)

49,863,054.87
6,906,557.50
(1,417.00)

6,030,948.00
576,172.00

(3,967,637.00)
91,140,837 65
3,620,043.00

Balance as Shown
On Balance Sheet

118,249.00
16,627,256 05

29,198,729.53

41,951,720.60
53,862,719 43

46,880,375.29

393,203,395.03

6,607,120.00

90,793,243 65

3,029,594,418.39

3,029,594,418.59




LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CASH FLOWS

SEPTEMBER 30, 2007
Year to Date
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Net income.. ettt et e e 100,538,666.78 90,315,369.22
Items not requiring (prowdmg) cash cunentiy
DIEPreciation. ... ..o v iiu o e e 88,845,503 22 87,899,758 86
ATTOTHZBHON L1000l i e e o i s s A e b e s 4,755,128 .80 4.380,864.19
Deferred ICOME TAXES = TRL . oo o errai v o1 2o aien a6t e e 8,786,282 36 (7,042,849 .05)
Investment 1aX Credit = TBL.. . v e i o a1 s 5,810,138.15 (3,027,624.17)
T, o oo e e e or et ke R 1251 a4 A s e (3,535,573.04) (1,563,130.60)
Change in receivables.......... 20,921,434 .05 130,941,027.2%
CRADEE 11 IIVETIOTY ..o e oo omveie et s oss st e st m ot bt s s s (5,500,578.23) 32,057,275.21
Change i alloWanCe FVEIIOTY .ot ssiis s st s s a3 s 3,028.3] 4,463.50
Change in payables and accrued expenses........ {86,609,671.27) {67,270,783.71)
Change in other Teulatory 8S5eI5. ....ovvv i i et e (2,630,416.22) {8,520,169.99)
Change in other regulatory liabilities.. ..........cc... (1,507,851.43) 5,855,965.57
Change in other deferred Gebils. ... .cocrrimir v s o e esanaiae (4,055,956.40) (62,158 83)
Change in other deferred CTedifs. ..o s 2 rnares (9,326,314.69) 32,977,424.97
Other... . v T {2,750,849.63) (7,652,964.64)
Net cash prnwded (used) by operahng activities. . 122,742,971.76 289,292.467.82
CASH FLOWS FROM INVESTING ACTIVITIES
Gross additions to utility plant - construction expenditiules. ... .....ooviinniviv o (137,354,183 .74) (104,061,755.28)
Change in long-lerm investments. ... .o e 5,458.27 (79,826.21)
Change i 1BSTHCIEA CASH.. . . vcoit it it st it mss s st s {4,689.976.47) 6635,502.14
Net cash provided (used) by investing 8CHVIHES. . ..curvrv e covasvvmese o s sasnree (142,038,701.94) (103,476,079.35)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of long-termdebt.. ... ..o v 261,458.413.55 (1,821.17)
Net increase in short-term debt... e 37,709,000.00 -
Net increase in short-term capltai lease obhganons‘..ﬂ e R A £t A £ A2 e 464,166.57 -
Net increase in long-term capital lease obligations.......... s s 118,249.00 -
Payments for retirement of long-term debt....... (126,000,000.00) -
Payments for retirement of preferred stock...... (91,643,112.60) {1,250,000.00)
Net decrease in SROrt-term debb.. .o eiiann e s o s s - (88,908,000.00)
Dividends on preferred sECK.......ooo i s tenns v e e s (4,416,711.93) (2,625,273.51)
Dividends of COMMION SEOCK .. voovrree e i s s ssasimmin s e esnsnr s m s coseaimamsana s {65,000,000.00) (95,000,000.00)
Net cash provided {used} by financing aCtVIHES ... o ownesiwrs i vas s ansranar 12,690,004.59 {187,785,004.68)
ET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS. ..o cocovaisncns (6,605,725.59) (1,968,706.21)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD.......cocv e 9,448,987.03 7,098,682.48
CASH AND CASH EQUIVALENTS AT END OF PERIOD .. . .o s 2,843.261.44 5,129,976.27

1




fnterest 00 Loag-Term Debt

Lean Agreement - Poll, Contral Bonds
1992 Senes A Variablgamaes
1992 Series A Variable TC....
1993 Series A Variable Rate.....
1995 Series A {5.90% Y s rrevamereen
7000 Senes A Variable Rate...
2000 Senes A Yariable TC. ..o
2001 Senes A Variable Rate
7001 Senes A Variahle Rate o
2001 Seres A Variable Rate TC
2001 Series B yariahle Rate.oee
<001 Series B “arigote Rate TCuwws
2002 Series A variable Rate TC...
2003 Series A Variabie Rate. ..
4005 Series A Warjabte Rate.
1007 Series A Variable Rate...
2007 Senes B Variable Rate ...
2007 Series A Yariable Rate IEN AN
Tnterest Rate SWaps.-.oorecese ot

Notes/DEbEAIUIES oo pemsm e

TRl e earnmrsrmm s T

§5.875 Mandatory Redeemable Preferved Stock

AL s rarerssmspemreers T TP

Asmortization of Debt Expense - et
Amortrzation of Debt EXPERSE nrcrrsremnrerer 1770
Amort. of Loss on Reacquired Debt....

Other tnterest Chiarges
Custorners’ Dcpns;ts
federal Income Tax Deficiencies.
Onher Tax Defentigsae.-
Gas ReRInds. o reer

Tc}tal

Tetal !me:est

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES
SEPTEMBER 10, 2007
CURRENT MONTH YEARTO DATE YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR TRIS YEAR LAST YEAR THIS YEAR LAST YEAR
- 93,798.91 150,482.41 404,260.26 £35,719.95 1,039,371 99
178.273.96 §70,142.7} 1.542,136.11 1,212,830.32 1,582.827.38
- 104.269.15 392,585.10 00902798 71,5752 {.163,760.26
§1,250.00 72.916.67 700,763.89 544,076.44 927,638.90 221,909.77
274,195.30 24236596 244176412 2.172.342.07 3,265,551.21 4814,572.27
44,637.23 34,369.70 299,269.29 263,523.54 392,860.38 136,230.25
£8,763.70 66,464.38 620,858.26 582,269.18 §23,389.09 744,161.67
§4,044.52 81,234.25 158,826.72 711,662.32 1 00636440 910,619.18
107,780.82 104,136.99 968.052.09 918,i71.94 1,285,641.12 i, 176,562.34
14706164 104,13698 967,333.20 91725345 1,284,.922.23 !,!74.689.04
138,807.24 122,095.54 {,180,540.69 1,072,371.47 1,556,804.16 1,374,322.86
399,893.32 170,559.99 3,534,104.92 3,239,768.89 4,679,100.48 4,129,297.18
127,166.47 11167778 1,096,749.99 994,816.63 {,453,794.40 127848329

99,113.89 - 494,684.23 - 494,684.25 -

109,051.56 - 566,319.12 - 566,319.12 -

230,000.00 - 1211,333.36 - 1.211,333.36 -
96,748.61 144,545.09 1151 96.24 1,561,688.87 1,489,272.74 2,363,174.33

15.895.00 - 3,317,243.17 - 1,317,243.17 -
§.596,741.66 a1l RIs 01 1204212835 §.206.875.09 14,777.753.38 10,542,500.12
- 97,916.67 34597225 917,968.77 639,722.24 1,2730078.12
3,581,151.16 2,340,337.03 43 070,650.12 75,462,833.03 41,732,520.23 33,482,560.63
33,738.61 34,054.02 299,376.18 306,486.18 401,538.84 408,635.10
26,701.33 £5,136.01 775,301 20 166.224.09 1,030,709.93 1,021,635.16
120,439.96 119,190.03 1,074,678.68 1,072,718.27 1,432,248.71 1.430,29032
80,437.92 12,307.47 717,160.40 668,377.34 95126323 88027707
- {,441,850.99 {1,058,734.31\ 2,344,010.99 (1.(}58,734.3 1 2,344,010.99
(1.136.00 - el 213.87 1,922.7} 769,385.87
- 475.76 2,447 .64 951.52 387452 951.52
447,223.38 2,463.26 2,811,059.52 1.062.504.68 3,671.212.51 2,052,546.69

- - 8,581.56 - 8,581.36 -
526,525.30 i.517.106.48 7482.431.52 4.016,058.40 1.578,120.64 6,047,172.14
4228.116.42 4,471,1 33.54 16,627,766.33 30,551,601.70 46,742,889.64 40,960,023.11
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Kind of Taxes

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

Taxes Charged to Accounts 408.1 and 409.}
Property TaxeS i ssssss e smnse s
UnemployTmient. ..o
Federal Old Age and Survivors Insurance......coeen.e

Public Service Cormumission Fee

Federal Income

AL ICOMIC. e irercrnreesrnsaneessmeeereniasssstaressrssnsnansans
MISCE TATIEOUS ... veeerrriesenrrereereensesessranassmesramssranssssennas

Total Charged to Operating Expense...........

Taxes Charged to Other Accounts

Taxes Accrued on Intercompany Accounts.........

Total Taxes Charged

Kind of Taxes

Property TaXes. .ot vasnnens

State Unemployment
Federal Unernployment
Federal Old Age and Survivors

Federal Income

AL IMCOMIC e v rrsrererseemrasemrasisesensnrenassaranesinns

Kentucky Sales and Use Tax

MISCEIANEOUS.c.cucevr i esrerceseesrresessereserteasresssirarssssesss

SEPTEMBER 348, 2007
Current Month Year To Date
This Year Last Year This Year Last Year
297,962.59 1,145,950.29 10,808,002.28 10,314,635.17
6,982.10 10,264.59 106,209.94 127.679.68
501,385.20 469,930.21 4,584,117.97 4,380,330.96
161.615.66 158,705.95 1.437,082.70 1,304,817.35
2.350,143.81 (6,445,478.21) 33,224,888.50 45,174,805.67
$,217,257.42 (1,885,314.66) 7.510,437.72 8.565,665.24
- - 13,780.42 (135,902.01)
4,535,346.78 {6.545,941.83) 57.684.519.53 69,731,432.06
346,973.36 189,152.00 909.466.39 1,346 497.26
(181,830.99) (146,570.01) (1,796,866.04) (1,698,503.30)
4,700,489.15 {6,503,359.84) 56,797,119.88 69.379,426.02
ANALYSIS OF TAXES ACCRUED - ACCOUNT 236
Taxes Accrued Accruals Payments Taxes Accrued
At Beginnmg To Date To Date AtEnd
Of Year This Year This Year Of Manth
13,925,969.24 10,892,597.00 14,097,369.63 10.721,196.61
18,782.64 19,897.06 37,888.86 790.84
29,205.50 24,993.17 53,066.21 {,132.46
561,717.23 3,950,081.02 4,157,062.98 354,735.27
6.350,985.46 32,074,973.29 34,438,492.20 3,987,466.55
7.726,946.43 7,202.839.69 7,308,172.00 7.621,614.12
10,878.70 2,560,255.71 2,263,723.20 307.411.21
0.37 71.482.94 71,518.31 (35.00)
28.624,485.57 56,797,119.88 62,427,293.19 22,994,312.06

B OIS avi i irreesieeecee s sescvesssereres s ratrnsennnns
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UTILITY PLANT IN SERVICE

Electric
Fntangible. .. ooovevinrnnrarn e
Steam Production....ovvveerearariniriracamain

[T T a2 itie (e | DUTUDT U OPSPRPTPPP
(11 o | U PP PU PP

Total BlectTiC, oo veerrraniaeeevniniainiosscnons

Gas
Intangible......ooovvmeoni
Natural Gas Storage Plant Underground.........
P TATISTIISEION .« vrerervnenvrrersrrrranacassrarasans
DisStTEBULION. .o oiereeeierancnanasissanernaaiasanaanae

GeEneral. cor st eicai e e
Gas Stored Underground Non-Current...........

Total GaS..uveverrsiirererumimranrransrsarasasinassnis
Common

Intangible. ..oooinvieiniinnnn s
L T | FE PRSPPI

Total COMITON. v eeeenrinssreeamssaasiaiamraesass
Total Plant in ServiCe...oouveerarimmrererranies

Construction Work In Progress

Total Construction Work In Progress...........

Total Utility Plant at Original Cost..................

LOUISVILLE GAS AND ELECTRIC COMPANY

SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

SEPTEMBER 30, 2007

NET BALANCE TRANSFERS/ BALANCE

FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS NET ADDITIONS TO DATE
2,340.29 - - - - 2,340.29
1,945,257,925.33 12,927,590.62 (2.474.249.00) (863.74) 10,452 477.88 1,955,710,403 .21
17,884.886.35 £6,269.19 - {6.50) 66,262.69 17,951,145.04
225,436,782.99 250,574.32 (158.697.00) - 131,877.32 225,568,660.31
240,067,693.28 14,518,254 .97 (534,549.54) (3,177.21) 13,980,528.22 254,048,223.50
754,284,748.12 5,592,579.72 (4,364,678.44) {60,096.92) 1,167,804.36 755,452,552.48
16,886,738.80 81,698.49 {(275,858.33) (36,652.65) (230,812.49) 16,655,926.31
3,199,821.117.16 3347696731 (7,808,032.31) (100.797.02) 25,568,137.98 3,225,389,255.14
[,187.49 - - - - 1,187.49
61,048,289.77 272,556.64 (63,177.02) - 209,379.62 61,257,669.39
12.894,091.35 7.816.74 - - 7.816.74 12.901,908.09
440,120,789.38 3,822,139.68 (67.602.84) (2,319.15) 3,752,217.69 443 873 007.07
10,346,233.87 298,651.00 (1,571,058.35) {33.407.63) (1,305,814.98) 9,040,418.89
2,139,990.00 - - - - 2,139,990.00
526,550,581.86 4,401,164.06 {(1,701,838.21) (35.726.78) 2,663,599.07 529,214,180.93
28,877.505.07 3,238,892.08 - - 3,238,892.08 32,116,397.15
150,813,423.54 4,577,587.69 {1.629.371.74) - 2.948,215.93 153,761,639.49
179,690,928.61 781647977 (1.629,371.74) - 6.187.108.03 185,878,036.64
3,906,062,627.63 45,694,611.14 (11,139,242.26) (136,523.80) 34,413,845.08 3.540,481,472.71
154,377.558.86 65,104,331.85 - - 65,104,331.85 219,481.890.71
54,810,960.24 18.464,956.84 - - 18,464,956.84 73,275.917.08
8,684,890.86 6,678,021.82 - - 6.678,021.82 15,362,912.68
217,873,409.90 90,247,310.51 - - 90,247,310.31 308,120,720.47
4,123,936,037.39 135,941,921.65 (11,139,242.26) (136,523.30} 124,666,155.39 4,248,602,193.18
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RESERVE FOR DEPRECIATION OF UTILITY
Life Reserves
Electne.. ...
Electze - ARO Steam.
Electne - ARD Hydro, ..
Electe - ARO Giher Production.
Elettac - ARQ Transmission
Electne - ARO Distrbunan. .
(355 ~ ARQ Underground Storoge...
Gas - ARO Distribution.
Commen - ARO..
Common..........

Total Life Reserves For Depreciation OF
Lhility Plant (n Senace. ., e

Salvage Reserves
Steam Produgtion . ... [T
Hvdro Production. ..
Other Production,

Distributson General ., |
Gas Stored Underground. .
(fas Transmission.. .
Gas Disiribution. .
Gias Graeral..

Total Salvage Reserves For Depreciatsan OF
Bhility Plant In Service. ...,

Total Reserves
Ejecinc.

Total Reserve For Deprecaton Of
Uity Plant In Servize. ..o,

Retrement Work In Progress
198601
Elecitic.

Tatal 168001 RWIP.

108901
Eleetnic..
Gas .
Correnan,

Totai 108901 RWip...

Toi RWIP. . RS e

Tatal Reserve For Amartezation OF
Utility Plamt In Service. ..o,

Total Reserve For Depreciaupn and
Amanizanen - Uity Plast In Service. ..

Uhility Plant at Originai Cost Less
Reserve For Depreciation and Amorsization. ...

LOUISVILLE GAS ANL __£CTRIC COMPANY
SUMMARY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PLANT
SEPTEMBER 10, 2907

NET BALANCE TRANSFER/ Rwip COST OF QTHER BALANCE
FIRST OF YEAR ACCRUALS RETIREMENTS ADJLUSTMENT TRANSFERS OUT REMOVAL SALVAGE CREDITS TO DATE

(1,299,559,281.79} (62,815,479.00) 7,R08,032.31 {5.897,320.28)  {1.360,464,045.36)
(2,049,614.55) {117,620.02) . . {2.467,234.37)
{15.828.30) {865.62) {16,694.42}
{108,105.20) (5.887.50} {113.992.70)
(2,165.47) (127.22) {2,292.69)
(£2,001.89) {274.2%) . 112,276.12)
{148,577,816.87) (7.776,154.6T} 1.701,838.2% (154,652,233.3%)
{392,040.15) {6,812.45) - {398,852.71)
(19,101.73) {5771 (19,159.44)
{1,130.961 (25.74) . (1,156.70%
(62,084,425.211 {5.607,360.06) 1.529,371.74 (66,062,413.53)
{1.512,821,612.70) (76,330,664.23) 11,139,242.28 (5,897,32038)  (1,583,919.335 67)
(46,966,253.01} (4,313,503.02) 817.676.18 {269,883.651 (50,731,961.50
(522,713.14} . . . (522,713.14)
{2,053,564.72) - 164483 {2.093,919.59
{16,367,877.32) {B18,593.44) 428,864.90 . (16,757,605.86)
(332,165,536.49) (4,547,153.58) . . 1,553,343.97 (57.261.41) (134,817,607 51y
BY,695.45 17,021 8¢ . A§TA2 107,204.58
249,305.94 {169,609.66) 18,102.09 97,798 37
{2,644,672.08) (77,965.65 . . (2,722,637.18
{47,306,815.37) {3,196,013.12} 133,855.92 {4,580.79) (50,393,549.31)
£48,519.46 Indv2iz . . 179,991.58
(354458.621 (44,005.33) §80,103.63 (21B,364.37)
(247,915,370.00) (13,118,353.87) 3,515,084.84 (331,725,830 (257,870,364 83}
[1,499,774,2456.93) (72,602,451.82) 1.808,032.31 3,263,019.20 {327.145.06) {5.897,320.38)  (1,567,590,142.68)
{158,542,721.00) {11,195, 141.19) 1,701,838.21 334,962.01 {4,580.79) . (207,508,642.67)
(62,450,014.79) {5.651,395.13) 1.629,371.74 180,103.63 (66,281,934.55)

{1,760,756 982.72}

(69,445,012.10) 11,139,242 26 3,515,084.84

{331,725.800

{5,297,320.38) {1,84},780,719.50}

3,768,495.16 {1,194,505.96) (972,202.81} (4,526.26) 497.82 37,152.02 1,634,811.63
{465,950.02} 620,863.56 (42,658.23) 17,914.15 . . 130,169.46
(502,243.45) 567,920.37 (20,862.21) (64,549.29) (49,734.58)
3,800,303.59 {5,522.0% {1,035,723.25) 153,16).34) 497.82 37,352.02 17452459
8,273,600.70 6.244,184.17 3.590,094.45 (5,263,243.76) (249,171 400 {2,037,909.33} 16,957,554.84
3,107,219.25 198,479.08 {B1,168.44) $18,893.43 . . 3,743,473.32
{4,637,144.00 (5.698,720.60} {159,241.42) 10,711,562.57 2,860.00 219,616.46
6,743,635.86 743,842.65 3,749,684.59 5867,612.24 {246,371.40} (2,037,909.32) 14,920,504.62
9,543,938.55 718,120.62 271396134 5,916,450.90 (245,873.58) (2,006,757.30) 16,665,840.53
1,751.2§3,044.17) (89,449,018.101 11,139,242.26 718,120.62 2,713,961.34 9,431,535.74 (577,599.18) {7898,077.68)  {1,825,114,879.3%)
(190.00) {100.00)
(800.06) . {890.001
(15.376,657.84) 14,755,128 50 {20,131,786.641
{15,377 ,551.84 (4,755,128.80) {20,132,686.64)
(1,766,590,602.011 (94,204,146.50) 11,139,242.26 738,120.62 2,713,961.34 9,431,535.74 (577,599.38) (7,898,077.68)  (1,845,247,566 G})

2,157,345 435.58

2,403,154,627.17
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Electric Opemting Revenues..
Gas Operating REVENUES. ....oouvivierr vt srnnsnrserecinns

Total Operating Revenues........oooeiicirivimmees

Fuel For Electrc Genermlion. ... ccoviauvrreenevnesissinmn
Power Purchased.
Gas Supply Expenses..
Other Operation Expenses..
Muaintenance.....
Depreciation .
AMOrHzation EXPENSE. v i e e scirsisrsrinre s
Regulatory Creditse. .o
Taxes
Federal Income...ccuunnen.
State Income "
Deferved Federnd Income - Net....oooin i
Deferred State Income - Met. i
Fedeml Income - Estimated.
State Income - Estmated,
Property and Other.......
Investment Tax Credit.
Amortizatien of Investment Tax Credit
Getn from Dispesition of Allowances...
AcerelIon EXPEnst.......ov i reie i s

Total Operatimg Expenses.......ooiviniviccnivnine

Net Operaing INCOmME et
Other Incame Less Deductions......cocoivvemneceenennnnn

Income Before Interest Charges.....oooooveiiniinnannnn
interest on Long Term Deblo i
Amortization of Debt Expense - NeLooooovviinnnaa..
Other Interest EXpensgs .. inns

Total Interest CRAMEES. i ccvticsaecna e miinns

Net Inc Before Cumulative Effect of Acctg Chg.......
Cumulative Effect of Accounting Change Net of Tax...

NELIBCOME. ..ot cs s

Preferred Dividend Regquiremends ...

Earnngs Availabie for Common...........coocnnnin,

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATFIVE STATEMENT OF INCOME

AUGUST 31, 2007
CURRENT MONTH
THIS YEAR LASTYEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
103,671,521.00 99,694,674.43 3,976,846.57 199
10,864,114.95 11,014,927.58 (159,812.63) (1.3}
114,535.635.95 110,709,602.04 3,826,033.04 346
36,200,186.63 33,524,599.44 2.675,587.1% 7.98
5,229,682.04 7.879,703.59 {2.650,021.55) (33.63)
6,407,791.80 5.943,355.35 464,436.45 7.81
15,002,161.46 17,963.440.57 (2,961.299.11) (16.49)
5.G88.326.30 6,093,266.46 (3,004,940.18) {16.49})
9,764,934.79 9,840,957.26 (76,022.47) (0.77)
519.276.89 519,167.59 103.30 0.62
£163,026.95) (152,401.35) (16,625.60} 6.97
(6,975.781.00} - {6,975,781.00% (100.00)
(961.205.00} - {961,205.00% (109.00)
5,418,26545 - 541826545 160.09
864,2060.84 - 864,200.84 [00.00
9,870,170.02 7.924,432.90 £,945,737.12 24.55
1,880,632.38 1,760,985.10 119,047.28 6.76
2,118,404.78 1,713,060.15 495,344.63 13.66
975,626.00 - 979,626.00 100,00
(328,242,060 (335,135.00} 5,897.00 (1.76)
148,341.13 137,770.30 10,370.23 1.67
91,062,145.56 92,813,198.96 {1,751,853.40} (1.8%)
23,473,490.39 17,896,403.03 5,577,087.34 e
887,232.39 1,998,716.43 (1.111,484.04) (55.61)
24,360,722.78 19,895.119.48 4,465.603.30 22,45
3.662,9i8.22 2.941,296.11 721,621.51 24.53
120,070.91 119,190.03 880.88 0.74
463,119.17 56,257.76 406,861.41 723.21
4.245,108.30 3,116,744.50 1,129,363 80 36.24
20,114,614.48 16,778,374.98 3,336,239.50 i9.88
20,114,614.48 16,778,374.58 3,336,239.50 19.88
- 330,863.23 (330,863.23) (100.00)
20,114,614.48 16,447,511.75 3,667,162.73 2230




LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

AUGUST 31,2007
YEAR TO DATE
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
Electme Operating Revenues 640,837,784.99 631,763,060.63 9,074,724.36 i.44
Gas Operating Revenues. oo 226,118,624.16 276,046,604.68 {49,927.980.52) (18.09)
Total Operaling REVENUES....oosrriesssreessasimmmmmiass 866,956,409.15 §07.809,665.31 {40.853,230.161 (4.50)
Fuel for Electric GeneralloN. i veemainnniusssiecone 219,425,099.57 198,335,228.54 21,089,871.03 10.63
Power Purchostd. s s sas s ssaasvaas 54,301,187.832 72,§72,975.24 {§7.871,787.42) {24.76)
Gas Supply Expenses 162,928.841.31 212,401,604.28 {49,472,762.97} (23.29)
Other Operatien Expenses.. 114,086,094.18 123,841,216.02 {9,855,[21.84) {7.95)
Muaintenance..... 49,083,374.43 50,514,082.16 (1.430,707.73) (2.83}
DIEPTECIIO L eressevesesrsssssssssasanees s cas o sssass s samsss e 79,030,441.65 78,116,628.18 913.813.47 L17
Amortization Expense.... 4,277,505.10 31,839,788.32 437,716.78 11.40
Reguiatory Credits.cceivarrresemcesereerns {1,288,636.24) (1,218,386.59) (70,249.35) 5.77
Taxes
Federt! IfC0ME e e oris st e e nen e 13,452,831.85 34,272.918.67 (10,820,086.82) (69,75}
SEs1e INCOME.ceieee s srirererersinsanis 2.974,720.72 6,506,009.84 (3,621,289.12) (54.90}
Defesred Federal Income - Net.. 5.498,196.60 (10,285,600.74} 15,783,797.34 (153.46)
Deferred State Incomie - Nebo e §,104,122.80 (2,274.282.13}) 3,378,405.13 (§48.55)
Federal Income « EStmatet ., oo cversiinianane 17.421,912.84 17.547,365.21 74,547.63 0.43
Srate Income - Estumated 3,318,459.58 3,854,970.66 (536,510.48) {1392}
Propesty and Cther.. 15,981,247.76 14,206,110.11 1,775.137.65 12.50
Erwvestment Tax Credilo e evnsnsnsnaro s T 6,179,626.00 - 6,179.626.00 100.00
Amortizanon of Investment Tax Credit. (2,646,558.72} (2,703,864.70 57,306.07 {2.12)
Giain from Disposition of Allowanees.... (553,092.6%) (1,004,606.073 451,513.38 {44.94)
ACCTEHON EXDENSE...ovvrrrirvroe st sssiiies i,187,552.84 1,101,343.24 £6,209.60 7.83
Total Operating EXpenses. . .o 745,762,927.40 799,213,499.05 {53,450.571.65) (6.69)
Nt Operating IHCOMP e evies s ermrncan st 121,i93,481.75 108,596,166.26 12,597.315.49 11.60
Gther [ncome Less Deductions 372,590.57 169,251.02 10333953 120.14
ncome Before Interest Charges......on e 125,566,072.32 108,765,417.28 12.800,655.04 11.77
Interest ots Long Term Deblo i 29,489,498.97 22,621,996.60 6,867.502.97 30.36
Amortszation of Debt Expense « Nelo s 954,238.72 953,520.24 718.48 0.08
Other ENErEst EXPENSES s asssmssoestasttrnins 195591222 2,498,551.92 {543,535.70} 2175
Total Interest Charges. .. easesemrurssiiassnee 32,399,640.9] 26,074,468.16 6,325,181.75 24.26
Net Inc Before Curmulative Effect of Acetg Chgo.... 89,166,422.41 §2,690,949.12 6,479,473.29 7.83
Cumulative Effect of Accounting Change Net of Tax... - -
NEL IICOITIE cv e vnanssamemmemses s srsassarsrnermsssssssa s s s oo 89,166,422.41 82.690,549.12 6,475,473.29 7.83
Preferred Dividend RequITementSa . i 94§,636.24 2,468,160.29 {1,526,524.05) (61.85)
Earmings Available for Common. ..o §9,224,786.17 80,222,788.83 8,001.997.34 9.97




Electnic Operating Revenues.........c.ovvvvvieiiviimnns

Gas Operating Revenues.....oooo oo conssisssrninnn

Taial Cperating Revenues........ooiin v

Fuel for Eleciric Genemtion . .cvcoiieinan
Power Purchased...........
(Fas Supply EXPENSEs.crmromrirrcrreree e ceeeasvarenss
Other Operation EXpenses. o, .oviieeeennnr e
Marntenance.
Depreciation
AMOnIzation BXpense. i
Regubitory Credits, . ooovr e
Taxes
Federal fncome........ooovies
State INCOmMEe eresvrarerneren
Deferred Federat Income - Ney,
Deferred State Income ~ Net..

Federal Income - Estimated..........ocovinniinrinnveieninns

State Income - Estimated...
Property and Qther.....
Investment Tax Credit ..

Amortization of Investment Tax Creditua ..o ooreeie

Gain from Disposition of Allowances.... .
AcCretion EXpense.......oeieiiiiiiiini i canreannaes

Total Operting EXpenses. ..o ieeiianniiar e

Net Operating Meome. e
Other Income Less Deductions...vouvveeniiiiiinierones

Income Before Interest Chasges.eeeoiiniiiinrencn

Interest on Long Term Debloe i
Amortization of Debt Expense - Net....oooiiineiinnnan

Other Interest EXpenses.. i

Totn] Interest Charges....
Net Inc Before Cumuiative Effect of Acetg Chg.........
Cumulative Effect of Accounting Change Net of Tax...
NetINOOIME. .o ceicair ittt sttt ceeseser e i
Preferred Dividend Requirements.ooennn,

Earmngs Availzble for COMIBOn...coovvrvireaercnniiovinns

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

AUGUST 31, 2007
YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
951,735,252.92 963,216,372.61 (11,481,119.69) (119
145,301,598.14 463,671,960.42 {118,370.362.28) (25.53)
1,297,036,851.06 1.426,888,333.03 (129,851 481.97) (9.10}
313,660,715.26 300,157,390.34 13,503,324.92 4.50
95,961,837.19 122,869,091.20 (26,907.254.01) {21.90)
245,810,698.79 365,993,150.51 (120,182,451.72) (32.84)
179,986,342.51 208,863,043.78 (28.876,701.27) {13.3%)
77,604.946.02 70,720,368.82 6,884,577.20 9.73
118,896,083.73 117,682,232.93 1,213,350.80 1.03
6,305,072.30 5,745,040.04 560,032.26 9.75
(2,331,185.86) (13,772,295.75) 11,441,109.89 {83.07)
41,834,706.74 74,302,244.01 (32.467.537.27) {43.70)
7,740,096.08 9,560,366.76 (1,820,270.68) {19.04)
8,750,036.14 (15,490,636.70) 24,249,672.84 (156.54)
2,165,281.63 (2.873.945.42) 5.039,227.05 (175.34)
74,547.63 805,767.97 {731,220.34) (30.75)
(536,510.48) (396,737.19) (139,773.29) 3521
23,483,828.95 26,101,075.17 7,382,755.78 1:.29
9,179,626.00 . 9,179,626.00 100.06
(3.964,355.37) (4.056,695.57) 92.340.20 (2.28)
{553,092.69) (1,004,606.07) 451,513.38 (44.94)
2,144,251.19 (,334,995.24 809,255.95 60.62
1,126,221,925.76 1,261.519,888.07 (135,317,962.31} (10.73)
170,614,925.20 165,348,444.96 5,466,480.34 3.31
{518,949.25) 976,587.69 {1.485.536.94) {153.14)
170,295,976.05 166,325,032.65 3,70,943.40 2.39
40,992,206.10 33,222,986.73 7,769,219.37 2320
1.430,998.84 1,430,026.20 962.64 0.07
4,568,701.82 4,720,226.41 (151,524.59) (3.21)
46,391.906.76 19,373,249.34 7,618,657.42 19.35
123,304,069.29 126,951,783.31 (3,647,714.02) (237
- 7421,571.50 {7.421.571.50) {100.00)
123,304.069.29 119,530,211.85 3,773.857.48 316
2,178,840.62 3,539,116.24 (1,360.275.62) {38.44)
121,125,228.67 115,991,095.57 5,134,133.10 4.43




Balance at Beginning of Penod

Add:

Credits from Income
FIN 48 Adjustment

Peduct:

Adjustment to Retained Earnings

Preferred Dividends

$25 Par Value

5% SEries. . ceuinarns
Without Par Value

Auction Rate
Preferred Dividends Acerued

$25 Par Vaiue

5% Seres...cooevenns
Without Par Value
Auction Rate

Common Dividends

Common Stock Without Par Value

Balance at End of Period

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

AUGUST 31, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
638,685,828.91 624,756,775.52 639,104,729.77 620,981,498.44 641,204,287.27 585,213,191.70
20.114,614.48 16,778,374.98 89,166,422.41 §2,690,949.12 123,304,069.29 119,530,211.81
- 258,182.00 258,182.00
- 3,787,254.35 3,787,254.55
746,782.16 537,682.38 675,090.62 1,075,306.24
624,999.99 1,268,75(.01 1,503,750.00 2,463,750.00
- 89,613.23 (430,145.91) 17922790
- 241,250.00 482,500.00
- - £5,000,000.00 60,000,000.00 100.600,000.00 60,000,000.00
658.,800,443.35 641,204,287.27 658,800.443.35 641,204,287.27 658.800,443.39 641,204,287.27




ASSETS AND CTHER DEBITS

Utility Plant

Uhility Plant a1 Ongnal Cost.... .
Less Reserves for Depreciation & Amemznlmn

TO1BE e e e e

Investments - At Cost

Ohio Valley Electric Corpomtion. ...

Nonutility Property-Less Reserve ...
Special Fands

L8 11 O S PSP
TOUE e cceriiiccecannsenern et es e b a e e e

Current and Accrucd Assets

Special Bleposits....
Temporary Cash Investments....c.o.coomiiinnnnns,
Accounts Receivable-Less Reserve........
Nates Recesvable from Assoc. Compaonies....
Accounts Receivable from Assoc Companes........
Materials & Supplies-Al Average Cost

Fuel... eerrraeeen
Plant Matena%s & Oacmz:ng Supplws

Stores Expense.......

(Gas Stored Undergreund..
Allowance IRVENIONY.....vviveccini et e ceaens
Prepavments....
Miscellancous Cum:ns & Accmcd Asser.s ............

TR ceerr e peesemeaeeeanomemcremymemt e et e s s am et Aot v anena e

Deferred Debits and Other

Unamortized Debt Expense
Unamortized Lass on Bonds....
Accumylated Deferred Income Taxes
Deferred Regulntary Assets.....
Other Deferred Debits

ToAE e s

Totai Assets and Gther Debits.ivmrecvee s

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF AUGUST 31, 2007 AND 2006

THIS YEAR LAST YEAR
4,238,418,074.84 4,094,043,612.55
1,835,625,059.70 [,766,752,572.36

2,392,793,015.14

2,327,291,040.19

594,286.00 594,286.00
11,879.20 £19,637.83
20,221,479.35 144,084.27
20,827,644.55 878,008.10
334243247 5,961,798.31
26,015.10 7,636.465.16
35,352.45 3,121.48
142,109.940.74 120,674,578.24
8437,602.78 32,439,159.60
36,220,813.67 41,980,116.29
26,049,745.04 24,953,421.92
4,641,229.66 4,254,887.05
68,936,396.G0 71,692,624.14
12,670.86 17,438.88
3,446,002.33 309791548
1,534,393.13 %,357,557.08
294,486,593.43 315,069,083.63
9.780,414.33 8,268,260.84
19,447,035.59 19,963,817.03
51,828,298.57 88,806,919.29
165956,231.25 22,344,128.59
38,956,921.85 £9,404,235.52
285,962,501.59 208,877,363.27

2,994,070,155.11

2,852,113,497.19

LIABILITIES AND OTHER CREDITS

Cagalization

Common Stock,
Common Stock Expense.
Paid-In Caputal............ .
Other Comprchens:ve income..
Retained Eamings....

Total Common Equilye s e e annina
Prefested Stock..c e s iocerneeaaen
Pollution Contral Bonds........covvvrrnrrenen.

Mandatory Redecmzble Preferred Stock
LT Notes Payable 1o Associated Companies........

Total Capitalizadton. o mrecrrreceieiereae e

Current and Accrued Liabilities

Long-Term Debt Due s 1 Year.... e

ST Notes Payabie 1o Assoctated Cumpanses ........
Notes Payable to Assocrated Companies............
Notes Payable
Accounts Payable.... -
Accounts Payable to Aﬁsocla!ed Compames...
Customer Deposits....

Taxes Accrued
Interest Accrued...
Dividends Deciared.
ST Obligations Under Capital Leases......ocuriwceree
Misc. Cusrent & Accrued Liabilities...oo- e

TR vttt e ettt s s

Deferred Credits and Other

LT Obligations Under Capital Eeases.-......ouuveree
Accumulated Deferred Income Taxes...coeeeenn..
Investment Tox Credit
Regulatory Liabilities
Customer Advances for Construetion. o eveeees
Asset Retirement Obligations......

Other Deferred Credits...
Misc. Long-Term L:abflmes eavarrnis
Accum Provision for Pasl—Renn:men! Benefts

<1 U NV

Total Liabilities and Other Credits...oevenn...

THIS YEAR

LAST YEAR

425,170,424.09
{835,888.64)

4¢,000,000.00
(7,618,941.60)

658,800,443.39

425,170,424.09
(835,888.64)

40,000.000.00
(54,908,305.19)

641,204,287.27

E,115,516.037.84

1,050,630,517.53

574,304,000.00

363.000,000.00

70,424,594.03

574,304,006.00
18,750,060.00
225,000.060.00

2,032,820,037.84

1,939,109,111.58

82,435,000.00

©1,272,839.30
18.567,980.27
18,808,737.62
28,474,991.83

8,232,549.31

478,348.37
13,314,105.08

1,250,000.09

(3,958.000.00)

89,189,679.27
35,792,831.95
17,955,084.72
40,274,291.43
5,642,308.06
661,726.46

8,325,982.95

259,585,051.80

195,133.504.84

141,899.00
395,539.339.04
44,603,304.42
54,806,456.70
21,321,522
29,237,741.22
36,165,080.91

398,281,949.94
39,388,033.79
43,838.483.94
9.876,435.38
27,500,861.79
71.015,542.15

6,676,022.04 68,965,853.40
93,233,699.93 58.605,320.38
681,665,065.47 717.872,480.77

2.994,070,155.11

285211549719




LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT

AUGUST 31, 2007
PERCENT OQF TOTAL
AUTHORIZED ISSUED & OUTSTANDING CAPITAL &
SHARES SHARES AMOUNT S/T DEBT CAPITAL
Common Equity
Comrnon Stock - Without Par......oviivnernarinaen. 75,000,000 21,294,223 425.170,424.09
Common Stock EXPense.. . icimm s arncnnan (835,888.64)
Paid-In Capttal. ..., 40,000,000.00
Other Comprehensive Income. ..o i (7.618,941.00}
Retamed Farmimgs. ...ocirsemiciisismnes e ss e sees £58.800,443.39
Total Common EQUItY...ccccmervninnriinee s 1,115,516,037.84 52.24 54.34
Long-Term Debt
Pollution Control Bonds Not Limted
PCB Y JC 05/01/00 Due 05/01/27 VARYuvveemiirennee 25,000,000.00
PCR Z JC 08/01/00 Due 08/01/30 VAR v veercmeeeiinnn 83,335,000.00
PCB AA JC09/11/01 Due 09/01/27 VAR%.............. 10,104,000.00
PCB BB JC 03/06/01 Due 09/01/26 VARYwceccinen 22,500,000.00
PCB CC TC 03/06/01 Due 09/01/26 VAR coovvcineee. 27,500,000.00
PCB DD JC 03/22/01 Due 11/01/27 VARY v 35,000,000.00
PCB EE TC 03/22/01 Due 11/01/27 VARY.civccrienens 35,000,000.00
PCRB FF TC 10/23/02 Due 10/01/32 VAR% e 41,665,000.00
PCB GG JC 11/20/03 Due 10/01/33 VAR%oeoviccininns 128,000,000.00
PCB HH JC 04/13/05 Due 02/01/35 VAR%.ccvcvineen s 40,000,000.00
PCB JC 04/26/07 Due 06/01/33 VARYb.occirmvncrevrcvrnnns 31,000.000.00
PCRB JC 04/26/07 Due 06/01/33 VAR v vvcr i 35,200,006.00
PCB TC 04/26/07 Due 06/01/33 VAR%.c.crvccvrriincrncrenen 60,000,000.00
Total Pollution Control Bonds.......ccviniincecienns 574,304,000.00 26.90 27.98
LT Notes Payable to Associated Compartes............. 363,000,000.00 17.00 17.68
Total CapHalization.... oo cvereseerercorins s sarrenss 2,052,820,037.84 96.14 100.00
ST Notes Payable to Associated Companies.........o.o..ouvee £2,435,000.00 3.86
Total Capitalization and Short-Term Debt.............. 2,135,255,037.84 100.00




LOUISVILLE GAS AND ELECTRIC COMPANY

TRIAL BALANCE - GENERAL LEDGER

Account = Subsidiary Agcount

UTILITY PLANT
At Original Cost ‘
Reserves for Depreciation and Amomnnon
Electric
Gas .
Common
Amoytization of Péam
Electric
Gas
Common

INVESTMENTS - AT COST
Nonutility Preperty
MNonutility Property Reserve. .
Chio Valley Electric Corporation
Special Funds.

CASH
JP Morgan Chase
BB&T .
Bank of America.
Town and Country Bank
US Bank ..
Bedford Loan and Dcpos;t B.’snk
Farmers Bank
Meade County Bank

OTHER SPECIAL DEPOSITS
MAN Margin Cali

TEMPORARY CASH INVESTMENTS.
Other. ... .

ACCOUNTS RECEIVABLE - LESS RESERVE.
Working Funds .
Customers-Active
Wholesale Sales
Transmission Safes. ...
Unbilled Revenues
Emptoyee Computer Loans
Damage Claims .
Officers and Employees .
Tax Refunds
IMEA .
IVPA .
Other . -
Reserves for Uncellwtzbte Accoun:s
Utility Customers
Reserve .
Accrual . .
Charged OfT.
Recoveries . e
A/R Miscellancous . . e
Interest and Dividends Rcccwablc .
Rents Receivable |

AUGUST 31, 2067

ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES . . .

£ ON US Services/Kentucky Utilities
FUEL .

Coaf ! O{}D 896 25 Fons @ 536 91 MMBTU 23 0'.?4 202 69 O 356 20;‘.

Fuet Oil 166,045 Gallons @ 155 83¢ .
Gas Pipeline (11,536.00) MCF @ (SG.EB)

PLANT MATERIALS AND OPERATING SUPPLIES.

Regutar Materials and Supplies
Limestone 44,057 91 Tons @ $6 69.

Balance

Subsidiary Account

4.228.418.074 B4

(1.547.649.817 41}

202,823,944 G0}
{65.496.235 29}

{100 00}
{800 00)
(19.654.162 94)

75,239 56
{63.360 36)
594,286 00

20221479 35

324.232 52
11,695.39
734.661 BS
22,617 97
2.162.065 89
100.90
10,000 00
71,058 85

2061510

3535245

21.280.00
78.276,507 94
2,656,298 53
236,841 47
49,119,000.00
§03,971.68
715,872 B}
600 00
3.018.535.57
2,114,471 93
2.194,387.27
4,813,087 74

(946,931 00)
(1,374,772.91)
3,002,871 31
{1.628.098 40}
{589,623 00}

2,27846
374961 34

8,437.602 .78

36,041,372 90
258.750 B}
(79,310 04)

25,755,084 07
294,660 97

Balance as Shown
QOn Balance Sheet

4.228.418,074 84
(1,835,625.059.70)

20,827,644.55

3.342,432 47

20,015 10

35.352 45

142,109,940 74

8,437,602 78

36,220,813 67

26.049,745 04



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDBGER

Balance as Shown
On Balance Sheet

4.641,229 66

68.936.396 00

12.670 66

3.146.002 33

,534.393.13

9,780,414 13

19,447,035.59

38,956.921 85
165,950,231 25

51,828,298 .57

AUGUST 31, 2007
Balance
Account - Subsidiary Account Subsidiary Arcouni
STORES EXPENSE . . - . e . e
Stores Expense Umﬁlsmbulcd e e 4.641.229 66
GAS STORED UNDERGROUND - CURRENT . . .
Gas St Underpround*$.418.651 MCF {14 73 psia) @ 57 32 . 68.936.396 00
ALLOWANCE INVENTORY . . . R
Allowance Inventory . o 12.670.06
PREPAYMENTS . e L ..
Insurance. . o . . e . 844.630.09
Franchises L e . . e 62,207 51
Taxes L . . L 1,616,156 55
Righis of Way. . . e 280,000.03
Risk Manngcmcnt and Warkcrs Cnmpmsasmn o . . 90,000.60
Vehicle License L e . L - . 28,022 26
Other . .. . . . . 224,985 BY
MISCELLANEQUS CURRENT ASSETS
Miscellaneous Current Assets . - . 3.834 01
Dierivative Assct - Non-Hedging, R . e 1,530,559 12
UNAMORTIZED DEBT EXPENSE . L B
Poltution Control Serfes Y due May 1, 2027 . . . .. .. ... ... 469,978 49
Pollution Control Series Z due Aug. 1, 2030 e 877.190.99
Poliution Control Series AA due Sept 1, 2027 . . e e 396,780.00
Pollution Coniro! Series BB due Sept. 1, 2026, .. . . . ... . 187,574 36
Pollution Control Series CC due Sept. 1,2026. ... . .. . . .. . .. . 204,029 23
Poliation Control Series DD due Nov. §, 2027 . . . . . e 220,755 02
Paliution Control Series EE due Nov 1. 2027, e e . 220,788 67
Polution Control Series FFdue Oct 1,2032 ... . . . . A, 923,958 48
Pollution Control Series GG due Oet 1, 2033 .. . Lo 1.064,047 .51
Pollution Control Serjes HH due Feb. 1,2035.. . . . . .. P 1,004,206 40
Pollution Contrel Bonds due Jun. 1,2033 ... ... . e Lo 563,453 94
Pollution Control Bonds due Jun 1. 2033 S 522,610.17
Pollution Conirol Bonds due Jun 1, 2033 . T . 1,125,041 07
UNAMORTIZED LOSS ON BONDS . e
Refinanced and Called Bonds. e .. - 19,447,035.99
OYHER DEFERRED DEBITS.. . ... . ... .. . . 38,956,921 85
DEFERRED REGULATORY ASSET
Asset Resiremment Obligations
Electric.. L . P . 18.450,487.50
Gas. . e P . . . 5,055,155.42
Cemmun . L . - L e 2264933
Pcnsmn&!‘ustrcurcmem Bcncﬁls . I P 126,288,471 00
ECR Ash Hauling . T ) 2,994,451 51
MISO Exit Fee e e . o o £3,139.016.40
ACCUMULAIED DEFERRED INCOME TAXES . .. . . . . . .. ... ..
Federml
Elecaric .. .. . . . . e e e e 37,260,415 77
Gas. .. , . T . . - . 6,667,754 98
State
Electric. . ... . - . e e e e . 6,948,263 25
Gas . . . ... . e e [ 951,860.57
sExcludes: $ MCF
Non-recoverable Base Gas 9,648,855 00 7,880,000
Recoverable Base Gas 2.139.990.00 2,910,000
11,788.845 00 10,810,000
Totat Assets and Other Debits. . . . . ... .. . L. e 2,994,070,155.11

2,994,070,155.11
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LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
AUGUST 31, 2007

Account - Subsidiary Account

COMMON EQUITY .
Common Stock. . .
Retained Earnings. .. .
Common Stock Expense. .. . s
Additienal Paid-In Capital ... ...
Other Comprehensive Income. ...

BONDS . D
Pollution Control Bonds R

LT NOTES PAYABLE TO ASSOCIATED COMPANIES.. . .

ST NOTES PAYABLE TO ASSOCIATED COMPANIES
Money Pool Payable...

ACCOUNTS PAYABLE ... ...
Repular. .
Salaries and Wages Accrued
Tax Collections - Payable ..

ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES. .. . o i
E ON US Services/Kentucky Utilities..... . ... o e v e

CUSTOMERS' DEPOSITS.. ..

Customers' DEPOSIS. . . v i e e

TAXES ACCRUED. . ... ..
Taxes Accrued . .. ... ...

INTEREST ACCRUED ... i i a1

Loan Agreement - Pol Cont Bonds 2000 Series A . .. ...

Loan Agreement - Pol. Cont. Bonds 2000 Series A-TC

Loan Agreement - Pol Cont. Bonds 2001 Series A ... ... ...

Loan Agreement - Pol Cont Bonds 2001 Series A . .. .

Loan Agreement - Pol. Cont. Bonds 2001 Series A-TC.... .o

Loan Agreement - Pol. Cont. Bonds 2001 Series B .. . ...

Loan Agreement - Pol Cont Bonds 2001 Series B-TC. . . . .o
Loan Agreement - Pol. Cont Bonds 2002 Series A-TC . . ..o ov i

Loan Agreement - Pol Cont. Bonds 2003 Series A .

Loan Agreement - Pol. Cont- Bonds 2005 Serfes A ..o
Loan Agreement - Fol. Cont Bonds 2007 Series A ... oo e
Loan Agreement - Pol. Cont Bonds 2007 Series B.... ... v v i
L.oan Agreement - Pol. Cont. Bonds 2007 Series A ..o i

Interest Rate Swaps.
Fidelia..
Cusmmers Deposits.. .
ST OBLIGATIONS UNDER CAPITAL LEASES.

MISCELLANEOUS CURRENT AND ACCRUED LIABILITIES. . ... ... .. ...

Customer Overpayments... ... . . ..

UK Emission Research Grant. . ... ... ... ... ..
Vacation Pay Accrued... e

Derivative Liabilities - Non-Hedgmg
Postretirement Benefits - Current. ..
Other. ...

Balunce
Subsidiary Account

425,170,424 09
(58,800,443 319

(835,888 64)

40,000,000.00

(7,618,941 00)

574,304,000.00
363,000,600 00

§2,435,000.00

88,614,323 55
1,458,301 47
1,200,214 28

18,567,980 27
18,808,737.62

28,474,991 85

5,416 67
200,004 02
4,540 80
280,454 81
342,778.0%
293,567 25
293,597 55
104,105.42
39,989 33
20,833 34
3,358.36
3,813.36
712,999.98
115,464 15
5,054,011.66
757,578 52

478,848 37

2,490,569.45
500,000.00
4,799,673 82
785,982 20
2,248,334.00
489,545 61

Balance as Shown
On Baiance Sheet

i,113,516,037.84

374,304,000.00

363,000,000 00
82,435,000.00

91,272,839.30

18,567,980 27

18,808,737.62

28,474,991 85

8,232,548 31

478,848 37
11,314,105 08



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

LT OBLIGATIONS UNDER CAPITAL LEASES .
CUSTOMERS' ADVANCES FOR CONSTRUCTION. ... ...

Line Extensions

Electric. . .

Gas. . .
CustomerAdvances Arcna

ASSET RETIREMENT OBLIGATIONS
Electric
Gas ..
(‘ommon

OTHER DEFERRED CREDITS. .

REGULATORY LIABILITIES .
Asset Retirement Obligations
Electric.
Gas.......... ...
Deferred Taxes
Federal
Electric.. . ... e
Gas... oo
State
Electric...
Gas..
MISO Schcdule l() Charges

AUGUST 31, 2007

Balance
Subsidiary Account

141,899 60

799,072 49
7.965,680.18
12,556,769 54

21,578,225.26
7,634,285 31
25,230 .65

36,105,080.91

216,989.75
91,833.20

27,846,617.75
1,650,050.50

18,954,203 00
2,664,816 50
3,341,946.00

INVESTMENT TAX CREDIT .o o i i

Investment Tax Credit {prior law)
Electric ..
Job Deveiopmcnt C rcdit

Gas...
Advanced Caai Crcdlt

ACCUMULATED DEFERRED INCOME TAXES... . . e

Federal
Commeon .. ..
State

Common .. .
Netting Out Defencd Tax LmblEmes

(88 060}

34,222,564.37
1,201,202.05
9,179,626 00

292,826,012.73
45,689,880.68
(54,580 00)

49,867,439 79
7,212,002.84
(1,417 00)

MISCELLANEQUS LONG-TERM LIABILITIES. ..o o i

Workers' Compensation. .
Uncertain Tax Positions..

ACCUMULATED PROVISION FORBENEFITS .. ... o

Pension Payable . ..
Postretirement Bcnef' ts - FAS 106

Post Employment Benefits Payabie‘..... e e e e e

Total Liabilities and Other Credifs .o i e

6,098,714.04
577,308 00

(3,967,637 .00}
03,581,293.93
3,620,043.00

Balance as Shown
On Balance Sheet

141,899.00
21,321,522.21

29,237,741 22

36,105,080.91
54,806,456 70

44,603,304 42

395,539,339.04

6,676,022 04

93,233,699.93

2,994,070,155.1}

2,994,070,155.11
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LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
NetINCOME.. oocvvaviiainee e e

Items not requiring (providing) cash currently:

Depreciation.. ...

Amortization .. .. .

DEfeITed INCOMIE EBXES = 1L 1 aee i oeaee et oo et eerasanesm o semes e e s e 4 e e am e 1
INVESHRENT 1AK CTEIL = UL . e ottt a1 erane e en e ame e e e e

OBRBT. . . oot ih ot ot e s 4 AR e B8 R R R T
Change in 1eceivabes. ..o i e
CHANEE H1 IMVERLONY. . oo oot s i oo oe s o saa s e

Change in alloOWARCE INVEIOTY... cocovies s v oo sese s s e
Change in payables and acCrued BXPEISES. .. v cevie v s 1 a1
Change in other TERUIAOTY BSSELS. ..., oorirvam s et e s e
Change in other regulatory Habilities. ... oo i e
Change in other deferred debits........
Change in other deferred Credits ... e mse s s

Other.. oo vvor e
Net cash provided

{used) by operating aCtVItIES... oo o er e e

CASH FLOWS FROM INVESTING ACTIVITIES

Gross additions to utility plant - construction eXpenditures.... ... v smnonmoreecones
Change in 1onZ-tErm INVESIIENTS. ... o cnm s e s s s s s s o o v

Change in restricted cash... oo

Net cash provided (used) by investing activities... ...

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of long-termdebl.. ... o
Net increase i ShOT-ETII GEBL. .vi . ooirmse e o s ansa s saas s an 1t avas 1
Net increase in short-terin capital lease OblEZatioNS .o oo v soasansnnr e
Net increase in long-term capital lease oblgations .. .o n i e
Payments for retirement of Tong-term debt ..o e e
Payments for retirement of preferred stock ...
Net decrease i short-termn Qebi. . .o e s an s rmoans v o msas st w1
Dividends on Preferred SI0CK . . .o s s e s s e
Dividends OB COMMON STOCK . 11 o vt e o varere e s s e e o iinss s s sanrnrs 2o assann

Net cash provided

JET INCREASE {(DECREASE) IN CASH AND CASH EQUIVALENTS v

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD,.....commanisnanans

CASH AND CASH EQUIVALENTS AT END OF PERIOD .. ... i

(used) by Financing aCtVItIES. ... iimariassosonas s o veinn

AUGUST 31, 2607

1

Year to Date

2007 2006
89,166,422.41 82,690,949.12
79,030,441.65 78,116,628.18

4,277,505.10 3,839,788 32
11,112,546.40 (12,317,367.07)
3,533,067.28 (2,703,864.79)
(178,479.94) (1,305,661.82)
34,013,958 02 114,455,394 90
14,547,674.56 48,369,786.99
2,732.94 4,003.88
(84,995,901 .70) (50,799,895 40)
(2,330,527.71) 5,175,366.89
(564,114.16) 1,945,065.84
(4,806,494 90) (6,204,561.37)
(15,172,954.38) 29,381,346.93
3,732,590.16 (605,251.96)
131,368,465.73 290,041,728.64
(122,555,110.23) (84,129,351 96)
5,458.27 (147,427.67)
(4,635,646.54) 2,181,382.98
(127,185,298.50) (82,095,396.65)
261,573,707.82 (1,821.17)
14,611,000.00 -
478,848.37 -
141,899.00 -
(126,000,000 00) .
(91,643,112.60) (1,250,000.00)
. (145,203,000.00)
(4,416,711.93) (2,625,273 51)
(65,000,000.00) (60,000,000.00)
(10,254,369.34) (209,080,094.68)
(6,071,202.11) (1,133,762.69)
9,448.987.03 7,098,682.48
3,377,784.92 5,964,919.79




interest On Long-Term Debt

Loan Agreement - Foll. Contro} Bends
1992 Senes A Variable s
1992 Senes A Variable TC
1993 Seres A Variable Rate
1995 Senies A {5.90%) e
2000 Senies A Variable Rate....oocemimnemmenenes
2000 Series A Variable TC..cooceimmmrranmenere
2001 Serics A Variable Rate..
2001 Series A Variable Rate......
2001 Series A Variable Rate TC
2001 Series B Variable Rate oo ociuranes
2001 Series B Variabie Rate TC....
2002 Sertes A Variable Rate TC
2003 Sertes A Variable Rate e
2005 Series A Vaniable Rat s
2007 Series A Variable Rateireecer
7007 Series B Varlable Rate .
2007 Seres A, Varizhle Rate (4.68%!}
Interest Rate Swaps.....oocovimvrenne eerverrsrearnen

Notes/DEDENUIES oo eversrrrrmcomna it reesst

FIARHR. < eemrerreerimsmnaaassnrmnsmnsssssma s mer s n e s e

§5 875 Mandatory Redeemable Preferred Stock.....or

T T IV T OO PSSS P PR PL LA LLELL LR

Amortization of Debt Expense - Net
Armortization of Debt EXpenstu. .
Amort. of Loss on Reacquired Debt

Other Interest Charges
Customers' Deposits.... J—
Federal Income Tax Det’ ciencies..
Other Tax Deficiencies..
Gas Refunds....
Interest on Debt to Assocmled Cempames .........

TOIAL s eveeeesemeemmpeamisisssssnsess s s e nabss s s e e s

T01a] IHETES e recaesscrassassasmamnany s s smsssrsmrses ™

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

AUGUST 31, 2007

CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
- 98,647.95 350,482.41 714,461.35 729,518.86 1,014,595.27
- 184,117.81 7014271 1,363 38215 1,391,104.34 1.936,717.78
- 110,614.80 192,885.10 £04,758.83 §15,844.42 £,134,134.40
79,930.56 76,509.72 619,513.89 571,159.77 919,305.57 £01,354.22
359,662.29 29%,188.30 2,167,568.82 1.929.576.11 3,233,721.87 2,741,185.92
32,866.07 30,606.70 254,632.06 128,953.84 382,792.83 327,347.16
71,852.06 £9,750.00 352,094.56 515.804.80 §21.089.77 727484.96
§7,819.18 85,250.00 674,782.20 630,428.07 1,003,554.13 £90,638.36
112,364.39 10998631 86027127 $14,034.95 £,281,997.29 1,151,802.06
112,364.39 109,986.31 860,271.56 813,716.47 1,281,997.57 1,149,752.06
135,268.56 130,245.92 1,041,733.45 950,275.93 1,540,092.46 1,339,621.08
393.411.56 391,644.43 313421160 2,869,208.90 4,649,767.15 4,025,404.46
123,466.67 116,888.39 96%,583.32 $83,138.87 1,438,305.51 1,246,194.39

95,066.67 - 395.570.36 - 195,570.36 .

108,973.33 - 487,267.56 - 457,267.56 -

237,666.68 - 981,333.36 - 981,333.36 -
115,464.15 117,667.31 1,014,447.63 1,417,143.78 {,537,069.22 3,552,046.57

- - 3,301,348.17 - 3,301,348.17 -
1,596,741.66 911,875.01 14,445,386.69 7,295,000.08 14,092.886.73 10,942,500.14
- 97.916.67 3145972.25 §20,052.10 737,638.91 1,236,197.90
3,662,.918.22 7.941,296.71 19,489 498 57 22,621,996.00 40,992,206.19 33,222,986.73
33,369.36 34,054.02 265,638.17 272.432.16 401,854.25 408,372.02
26,701.35 85,136.0t 688,600.55 6%1,088.08 1,029,144.59 1,021,664.18
11047091 119,180.03 954,238.72 953,520.24 i,430,998.84 1,430,036.20
82,417.87 76,670.57 636,722.48 596,069.87 943,132.80 875,243.99
- - (1,058,734.31} 902,151.00 383,125.6% 90%,151.G0
- - 3,058.7% 213.87 3,058.71 76%,385.87
88.78 475.76 2,447.64 475,76 4,350.68 475.76
380,612.52 {20,888.5T) 2,363,816.14 1,000,041.42 3,226,452.39 2,172,969.79

- - 8,581.56 - 8,581.56 -
463,119.17 56,257.76 1.955,912.22 2.498,951.92 4,568,701.82 4720.126.41
4,246,108.30 3,116,744.50 32,399.649.91 26,074,468.16 46,991,906.76 19,373,249.34




Kind of Taxes

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

Taxes Charged to Accounts 408.1 and 409, |
Property TaXes.. . ieciinnirencmsee e e rascsasons
URemplOyIEnt.. ..o ceevivvecesrirmacenesosoerrasssssssnssesns
Federal Old Age and Survivors Insurance......coeveeee

Public Service Commission Fee

Federal Income

Aare

St IMCOIME. ovveeeeeceire s vaees e saer e enerar e v snermrsarens
Miscellaneous. .

Total Charged to Operating Expense...........

Taxes Charged to Other Accounts

Taxes Accrued on Intercompany Accounts.........

Total Taxes Charged

Kind of Taxes

Property Taxes. ..o eeseaes

State Unemployment
Federal Unemployment
Federal Old Age and Survivors

Federal Income

S8 INMCOME. .o vrecrene s st s et raes e mr s seas

Kentucky Sales and Use Tax

......

MiSCEllaneous. ..o mvevreeseressersenesrenesseressens S

AUGUST 31, 2007
Curent Month Year To Date
This Year Last Year This Year Last Year
1,433,534.59 [,138,722.00 10,510,039.69 9,168,684.88
{9,548.95) [,758.80 99,227.84 116,815.09
532,803.48 413,873.40 4,082,732.17 3,910,400.75
161,615.66 158,705.95 1,275,467.04 (,i46,111.40
2,894,389.02 7,924,432.90 30.874,744.69 51,620,283.88
918,827.38 1,760,985.10 6,293,180.30 10,450,979.90
- - 13,78042 {135,902.01)
5931,621.18 11,398,478.15 53,149,172.73 76,277.373.8%
86,385.67 116,028.19 562,493.03 {,157,345.26
{203,462.49) (172,519.64) {1,615,035.05) (1,551,933.29)
5,814,544.36 11,341,986.70 52,096,630.73 75.882,785.86
ANALYSIS OF TAXES ACCRUED - ACCOUNT 236
Taxes Accrued Accruals Payments Taxes Accrued
At Beginming To Date To Date At End
Of Year This Year This Year Of Month
13,925,969.24 10,585,235.00 14,019,332.57 10,491,871.67
18.,782.64 19.583.70 37.8RE.86 477.48
29,205.50 24 557.64 53,066.21 696.93
561,717.23 3,517.336.59 3,764,224 60 314,829.62
6,350,985.4¢6 29,653,747.33 26,902,244.20 9,102,488.59
7.726,946.43 5,972,304.54 5.519,810.00 8§,179,440.97
10,878.70 2,252,844.59 i,878,536.70 385,186.59
037 71,020.94 71,021.31 (0.00)
28,624,485.57 52,096,630.,73 52,246,124 45 28,474,091 85

3 1 LTSS SRR
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LOUISVILLE GAS AND ELECTRIC COMPANY
SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

AUGUST 31, 2007
NET BALANCE TRANSFERS/ BALANCE
UTILITY PLANT IN SERVICE FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS NET ADDITIONS TO DATE
Electric
Intangible. ... .ooooiiniiiiei e 2,340.29 - - - - 2,340.29
Steam Production.............. et 1.945,257,925.33 12,626,895.11 (2.274.435.64) (863.74) 10,351,595.73 1,955,609,521.06
Hydro. oo e 17,884,886.35 66,269.19 - (6.50) 66,262.69 17.951,149.04
Other Production.....oooevvivininnanneiniancinns 225.436,782.99 290,574.32 {158.697.00) - 131.877.32 225,568.660.31
TranSImHSSION. ... 240,067,695.28 14,518,254.97 (534.549.54) 3.171.21) 13,980,528.22 254,048,223.50
DHStrIBUHON . ... 754,284,748.12 5,592.,579.72 {4,364,678.44) (60,096.92) 1,167.804.36 755,452,552 .48
General. .ot e [6.886,738.80 81,698.49 (275,858.33) (36.652.63) (230,812.49) 16,655,926.31
Total EIeCtie. oo e vve e i 3,199.821,117.16 33,176,271.80 (7,608,218.95} (100,797.02) 2546725583 3,225,288,372.99
Gas
Intangible. ..o {18749 - - - - 1.187.49
Natural Gas Storage Plant Underground......... 61,048,289.77 272.556.64 (63,177.02) - 209,379.62 61,257.669.39
TranSIHSSION. .. vn e cinaervranaresiinsrrneeneaenss 12,894,091.35 7.816.74 - - 7.816,74 12.901,908.09
Distribution. .....ooovi i 440,120,789.38 1,391,265.80 {63,394.70) (2,319.15) 1,325,551.95 441,446,341.33
General. o 10,346,233.87 293,280.81 (1,571,058.35) {33,407.63) (L.311,185.17) 16,035,048.70
Gas Stored Underground Non-Current........... 2,13%,950.00 - - - - 2,139,9%0.00
Total Gas.....coeveciiiiiiie e, 526,550,581.86 1,964,919.99 (1.697.630.07) (35,726.78) 231,563.14 526,782,145.00
Common
Intangible......oorver e, 28.877.505.07 3,034,003.98 - - 3,034,003.98 31.911,509.05
General. ..o e et 150.813.423.54 4,387,870.87 {1,629,371.74) - 2.758,499.13 153,571,922.67
Total COmMmMOn.......ocoviiiiiiin e eeccineanes 179,690,928.61 7.421,874.85 (1,629.371.74) - 3,792,503.11 185,483,431.72
Total Plant in Service......oooiivviivinvnnannnon, 3,906,062,627.63 42,563,066.64 {10,935,220.76) {136,523.80) 11.491,322.08 3.937.553,949.7}
Construction Work In Progress
o Lot L U RSV OO 154,377,558.86 52,889,508.19 - - 52,889,568.19 207,267,127.05
L€ T T PRSP 54,810,960.24 16,962,875.83 - - 16,962,875.83 71,773.836.07
COMUTION. «.\ v e eeeeereen e eeeeinanvaenreraasre 8.684,890.86 3,138,271.15 - - 3,138.271.15 11.823,162.01
Total Construction Work In Progress........... 217,873,409.96 72,990,715.17 - - 72,990,715.17 290,864,125.13
Total Utility Plant at Origimal Cost.....oooevvinnin, 4,123,936,037.59 115,553,781.8] (10,935,220.76) (136,523.80) 104,482,037.25 4,228,418,074.84
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RESERVE FOR DEPRECIATION OF UTILITY
Life Reserves
Electric - ARO S1cam.
Elecint - ARO Hydro...
Electrsc « ARO Other Production.
Electric - ARO Transmussion.. ...
Electne - ARO Distribunon..
Gins - ARD Underground Storage
Gas - ARC Distribation.

Tota Life Reserves For Depreciation Of

Utility Plant InServiee oo -

Salvage Resorves
Steam Production ..
Hydra Production.
Otier Producusn...
Transmssion..
Distribution ...
Dissribution General.....
Cias Stored Underground.
Gas Transmussion. .
Gas Distribution.
Gas General.
Cemmon....

Total Salvage Reserves For Deprecianion Of
Utility Plant In Serviee....o oo

Total Reserves
Electrc...
{ias..
Common.

Total Reserve Far Depreciation OF
Utility Plant In S&%188.. oo

Retrement Work In Progress

108601
Electnc....
Gas..
Common.

Total §68001 RWIP.. ... J

168901
Elecime...
{as..
Commen.

Tolal 168901 RWIP

Total RWAP

YT Activity.. ..

Amortiziation
Electric...

Gas. ...
Canemon...

Tatal Reserve For Amortization Of
Uitiity Plant In Service. .o

Tola} Reserve For Depreciation and
Amartzation - Utility Plant In Service. ..

Usility Plant at Origemal Cost Less
Rescrve For Depreciation and Amostization. ...

LOUISVILLE GAS ANw _..ECTRIC COMPANY
SUMMARY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PLANT

AUGUST 31, 2007
NET BALANCE TRANSFER/ RWIP LOST OF CTHER BALANCE
FIRST OF YEAR ACCRUALS RETIREMENTS ADIUSTMENT TRANSFERS QUT REMOVAL SALVAGE CREDITS TO DATE
{1,299,555,281.79} (55,955.814.37) 4,608,2118.85 (5,897,320.38)  (1,353.804,197.59)
{2.049,614.55) {104,062.99) . - {2.853,677.54)
{15,828.30) {824.40) {16,653.20)
(108,105.201 {3.606.04) - {113,7§1.29
{2,165.4M (112470 - (2,277.99
{12,001.89) (243.76) . (12.345.65)
{148,577,916.8T) {6,851,826.61} 1,697,630.07 (153,732,113.49)
{392,04035) {6,055.52) - {398,095.77}
{19,101.73} {56.62) {19,158.35}
(1,120.95) {22.88) - {1,153.849)
(62,084,425.21% (5,019,259.53) 1,629,371.714 (63,474,313.00)
[1,512,824,610.72) (67,913,585.19) 16,935,220.76 (5.897,32038)  (1,575,727,597.53)
{46,966,253.01) {3.829,56%.36} 794,528.53 (269,883.65) {30,271,180.50)
(523, 71344 . . - (522.713.14)
(2,093,564.72) . 2,645.83 {2,090,519.89}
(16.367,877.33) (725,614.56) 438,864.50 . {16,664,626.95}
{132,166,536.49) (4,042,270.89} 1.953,343.97 (57.261.4%) (134,312,724 82)
89,695.45 15,134.24 48732 105,317.01
249,305.84 {150,757.01} 18,192.09 116,650.92
{2,644,672.08} {69,300.43) - . (2,7i3,972.21)
(47,306,815.37) (2,538,876.20) 44,382.30 (4,560,743 (50,065,850.01)
148,519.46 27186478 . . 176,384 24
{344,458.62) (38,715.39) 180,103.63 {213,670.33)
(147,935,370.00) (14,652,104.47} 3,462,454.56 (331,725.80 (236,456,451
{1,499,774,246.93) (64,648,584.60) 7,608,218.95 3,179,866.54 {327,145.06) (5.857,320.38)  {1,559,859,611.48)
{198,542,721.90} {9.889,007.31} 1,697,610.67 102,484.19 (4,580.74) . (206.636,194.59)
(62,440,014.79) {5,057,997.75) 1,529.371.04 150,103.65 . (65,688,537.17)
(1,760,756,582.72) {79,595,989.66) £0,935,220.76 3,462,454.56 (331,725.80) (5,697,320.38)  (1,832,184,343.24}
3,768,496.16 {1,194,605.961 {972,202.81) (6,512.29} 497.82 37,152.02 1,632,824.95
{465,950.02) 620,863.56 (42,658.23) 17,914.15 . . 130,169.45
(502,243,454 567,520.37 (20,862.21) (64,540.29} {19,734.58)
2,800,302.69 {5,822.03) {1,035,723.25) (53,147.4%) 497.82 3715202 1,743,230 82
8,273,600 - 6.244,184.17 4,016,801.71 (5,771,678.10) (249,171.40) {1,936,767.95) 10,576,969 13
510%,219.25 - 198,479.08 (55,245.42) 431,628.16 . . 3,682,081.07
(4,637,184.09) (5,698,720.60} {15%,241.42) 16,704,382.57 2,860.00 212,036.46
6,743,635.86 - 743,942.65 3,802.314.87 5,364,332.63 (246,371,400 [1,936,767.95} 14,471,086.66
g,543,938.55 T38,120.62 2,766,591.62 5311,185.20 (245,873.59) (1,899,615.93) §6.214,346.48
{1,751,213,044.17) {79,595,989 65 10,935,220.76 738,120.62 2,766,591.62 8,773,639.76 {577,599.38) (1.796536.31)  (1.815,969,996 76
{100.00} {160.00)
{800.00} . (BH0.60)
(£5,376,657.84} (4,271,505.10) (19,654,162 95)
(15,377.557.84} (4,277,505.10) - - (19,655,462.94)
{1,766,550,602.01} (83,873,494.76) 10,915,220.76 738,120.62 2,766,591.62 B,713,639.75 (577.595.38} (7.796,936.31}  (1,B35,625,059.70)

2,357,345,435.58
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LOUISVILLE GAS AND ELECTRIC COMPANY

Financial Reports

July 31, 2007

Prepared by Regulatory Accounting and Reporting



Electnic Operating Revenues....oovirniiiinrnneennnins
Gas Operating RevenUSs.....ovvr it s

Total Operating Reventes. oo eee i

Fuel for Electric GEneralion...o v eeovinians
Power Purchased........,
Gas Supply Expenses...
Other Operation EXpenses . s o
Marntenance
Depreciation........-
Amortization Expense..
Regulatory Credits.......ooirniiiiiiicci i reene
Faxes

Federal INCome i rimecisiisiisinins e e s e

State IBCOME. s crerssssssararrens,

Defermred Federal Income - Net. ..

Deferred State Incosme - Neboaiarrirninianeen

Federal Income - Estirmated......... .ol

State Income - Estimated..

Envestmient Tax Credif..ireccen e ns
Amortrzation of Investment Tax Credit..

Gasn frorn Disposition of Allowanges...........
Accretion BXpense. ..o e

Total Operating BEXpenses..........oovvirnverevirivmminme

Net Operating MCoME. v rcrrn e ceean v carennnes
Qther neome Less Deductions.........oooiininvrinnen

income Before Interest Charges......covvviiennuccnan
Interest on Long Term Deblu e cviiniiicinriovciisnniin

Amortization of Debt Expense - Net...
Other Inferest EXPEnSes. ..omrmesrerrssrrssrerercorimmmre-

Total Inlerest CHArZes. oeiniiaraiesceeescanian e
Net Inc Before Cumdative Effect of Acctg Chg.........
Cumulative Effect of Accounting Change Net of Tax...
NetTHEOmE. 1o irmain i se 1
Preferred Dividend Requirements.............oooeene

Famings Available for Common.......covvcirvic e

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JULY 31,2007
CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMGUNT AMOUNT %
88,563,694.10 96,398,464.83 (7.834,770.19) {8.13)
12,256,743.06 11,214,100.19 1,042,642.87 9.10
100,826,437.16 107.612,565.02 (6.792,137.86) {6.31)
27.742,997.51 31,086,905.84 {3.343,908.33) (10.76)
6,813,024.03 9,917,007.14 (3.113,983.15) (3137
8,184,175.1% 5,609,095.23 1.575.079.95 23.83
13,827,526.36 10,557.923.97 3,269,602.39 30.97
5,543,208.01 5,400,716.62 133.491.39 2.47
9,889,788.36 9,680,999.25 208,799.11 216
564,386.74 502,824.89 61,561.85 12.24
{163,026.95) (152,401.35) (10,625.60) 697
7,551,742.82 9,422,932.31 {1.871,189.49) (19.86)
1,438.427.20 2,093,984.96 {655,557.76) (3131
2,110,419.57 1,852,463.95 157,955 62 13.93
(329,242.00) {335,139.00) 5.897.00 (1.76)
148,341.13 137,770.90 10,570.23 167
83,321,767.96 £6,794,084.71 (3,472.316.75) (500}
17,498,669.20 20,818,480.31 (3.319.811.11) 15.95)
218,107.31 {1,505,046.83) 2.024,164.14 {112.14)
17.717,786.51 19,013,433.48 (1,295,646.97) (6.81)
172750314 2.938,034.97 759.478.17 26.87
119,475.00 §19,190.03 284.97 0.24
469,372.76 68,435.96 400,936.80 585.86
4,316,360.50 3,125,660.96 1,190,699.94 38.09
13,401,425.61 15,887,772.52 (248634691 {15.65)
13,401,425.61 15,887,772.52 {2.486,346.51) {15.65)
- 330,864.67 {330,864.67) (160.00)
13,401425.61 15,556,907.85 (2,155,482.24) {13.86)




Electne Operating Revenues.........oovvevcvirccoesiiinnn
Gas Operating REVENeS....ovvurvrrnrsrreare o ssmnirrnssenins

Totad Operating ReVENUes.......cooooomeii i,

Fuel for Electne Genertion.........ooineicnnniicine,
Power Purchased........
(ias Supply Expenses .
Other Opemiton EXPERSES . v iin i ssevasinenes
Mamtenance -
Deprecialion. ...emveeecercsemsssssasas
Amortization Expense
Regulotory Credits.....cooooviiiiiiininirmrrriiree e eni s
Taxes
Federtl InCOmME. it iiirira et aae s
State THCGME wvnrirae veve
Deferred Federal Income - Neb...
Deferred State Income - Net...
Federi Income - Estimated....
State Income - Estimated....
Property and Other......
Investment Tax Credit....
Amontization of Investment Tax Credit,o.......
Gamn from Disposition of Allowances.....
ACCretilon EXpPEnse..cooveer it nnaainns

Total Operating EXpenses..........ooivviriinnirianns

Net Operating IRCOME. e viiivin v isimra e e
Other Income Less Deductions.....oooovvnneviieninninn

Income Before Interest Charges..........oooooin o
interest on Long Term Debbo e cnne s
Amortization of Debt Expense - Neto.oovviiinianen,
Othes HUErest EXPEnSeS. o rerrrrceeeereeeeesnsemmsrnnens

Total Interest Chorges. oo rreeee e

Net Inc Before Cumuiative Effect of Acctg Chg........

Cumulative Effect of Accounting Change Net of Tax...
NetIeome.....o.ooooiiiiiccninssscbsissses

Preferred Dividend Requirements., . oo cvincee

Earmings Available for Common....ocooeeeiiiineninnn

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JULY 31,2007
YEAR TO DATE
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
537,166,263.99 §32,068,386.20 5.007,877.79 0.06
215,254,509.21 265,031,677.10 (49,777.167.89) (18.78)
752.420,773.20 797,100,063.30 {44,679,290.10) (5.61)
183,224,912.94 164,810,629.10 18.414,283.84 HRY
49,071,505.78 64,293,271.65 (15.221,765.87) (23.68)
156,521,044.51 206,458,248.93 (49,937,199.42) {24.19)
99,083,932.72 105,977,775.45 {6,893,842.73) 6.51)
43,995,048.13 44,420,815.70 (425,767.57) 0.96)
69,265,506.86 68,275,670.92 989,835.94 1.45
3,758,228.21 3,320,620.73 437,607.48 13.18
{1,125,609.29) {1,065,985.54) (59,623.75) 5.59
20,428.612.85 34,272,918.67 (13,844,305.87) (40.39)
3.935,925.72 6,596,009.84 (2.660,084.12) (40.33)
79,931.15 {10,285,600.74} 10,365,531.89 (100.78)
239,921.96 (2.274,282.33) 2,514,204.29 (110.55)
7.551,742.82 9,422,932.31 (1,871.189.49} (19.88)
1,438,427.20 2,093 984.96 {655.557.76) (31.31)
13,862,842.98 12,493,049.96 1,369,793.02 10.96
5,200,000.00 - 5,200,000.00 100.00
(2.317,316.72} (2,368,725.79) 51,409.07 @I
(553,092.69} {1,004,606.07) 451,513.38 (44.94)
1,639.211.71 963,572.34 75,639.37 7.85
654,700,781,84 706.400,300.09 (51.699,518.25) (7.32)
97,719,991.36 90,699,763.21 7,020,228.15 7.74
(514,641.82) {1,829.465.41) 1,314,823.59 (71.87)
97,205,349.54 88,870,257.80 £,335,051.74 .18
25,826,580.75 19,680,699.29 6,145,881.46 11.23
834,167.81 834,336.21 (162.40 (0.02)
1,492,793.05 2.442,694.16 {949,901.11) (35.89)
28,153,541.61 22,957,723.66 5,195,817.95 22.63
69,051,807.93 65.912,574.14 3,139,233,79 4.76
69,051,807.93 65,912,574.14 1,139,233.79 4.76
941,636.24 2,137,297.06 {1.185.660.82) (55.94)
68,116,171.69 63,775,277.08 4,334.894.61 6.80

(4]




Electnic Operating Revenues........cco v
Gas Operatmg Revenues.......ocvie i

Total Operating Reventes v iiiera e cossmmimennn

Fuel for Electnie Genermtion...
Power Purchased............
Gas Supply Expenses.....
QOther Operation Expenses.
MEIERANCE ecccssnssarareres

Dcpmcmnnn
Amortization Expel
Regutatory Credits
Toxes

Federal Income . vveeneenee.
State Income.. o eiiiiimminens

Deferred Federal
Deferred State In

Federal Income - Estimated...oovvveee s
State Incomie - ESUMated. oo ivin i ee e

Property and Gth

1151 N P

Income - Net...
come - Net...

) STPPIN

Investment Tax Credit....
Amortization of Investment Tax Credit................

Gain from Dispasition of Allowances.....

Accretion Expense

Total Operating Expenses......ooo i,

Net Operating INCOME ..o
Other income Less Deductions.........oocoviiiiiniennnn,

Income Before Interest CHarges..o.vvvvvenvneeecenne

Enterest on Long Term Deblo . erveiniiniiinvrnrn e
Amortization of Debt Expense - Neto. e,
Other IRterest EXPENSeS e eain s rraas srrmrvscnsns

Total Interest Charges. ... ecwenines
Net Inc Before Cumulative Effect of Acetg Chg,

Cumulative Effect of Accounting Change Net of Tax...

Net Inceme.......

Preferred Dividend Reguirements.......ooooiivvvneennnn,

Eamings Avaitable for Common.............oinne

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JULY 31, 2007
YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
947,758,406.35 975,917,952.48 (28,159,546.13) {2.89)
345452,410.77 465,084,486.72 (119,632,075.95) {25.72)
1,293,210,817.12 1,441,002,439.20 {147,791,622.08) (10.26)
310,985,128.97 295,070,740.66 15,914,388.01 5.39
98,611,858.74 126,775.072.67 (28,163,214.13) (22.22y
245,346,262.34 367.388,177. 71 (£22,041,915.37N {33.22)
182,947,621.62 221,934,984.65 (38.987,363.03) {17.57
78,605,886.18 69,745,490.59 8,864,395.59 12.7¢
118,972,106.20 117,821,596,17 i,150,510.03 0.98
6,304,963.00 5.810,680.19 494,272.81 8.51
(2,320,560.26) (13,689,069.99) $1,368,509.73 {B3.05
48,810,487.74 74,302,244.01 {25.491,756.21 (3431
8,701,3¢1.08 9.560,366.76 {859,065.68) {8.9%)
3,340,770.69 {15,490,636.70} 18.831,407.39 {12157
,301,080.79 {2.873,945.42} 4,175,026.21 {145.27
{1,871,189.49) 1,653,231.16 {3,524,420.65} (213.18)
{655,557.16} 70,060.85 {725,618.61} (1,035.70)
23,078,484.32 20,276,361.28 2,802,123.04 13.82
2,200,600.00 . 8,200,000.00 100,00
{3,970,252.37) {4,061,934.57) $1,682.20 (226}
(353.092.69) {1.604,606.07) 451.513.38 {44.94)
2.133,680.96 £,255,617.34 878,041.62 69.93
1,127972.979.16 1,274,544,460.89 (146,371 481.73) {11.50}
165,237,837.96 16645797831 (1,220,140.35) 0.73%
592,534.7% {1,152,894.54) 1,745,429.33 {151.40)
165,830,372.75 163,303,081.77 525,288.98 0.32
40,270,584.59 32,8%0,545.07 7.380,039.52 22.44
1,430,117.96 1,429,532.11 585.85 0.84
4,161,840.41 4,861,015.83 (699,175.42) (14.38)
45,862,542.96 39,181,093.01 £,681,449.95 17.05
119,967,829.79 126,123,990.76 (6.156,160.97) (4.88)
- 7.421,571.50 (7.421,571.50) {160.00)
119,967,829.79 118,702,419.26 1,265410.53 1.07
2,509,703.85 3.460,366.24 (930,662.39} (27.47)
{{7A58,125.94 115,242,053.02 2,216,072.92 1,92




Baiance at Beginning of Penod

Add:

Credits from Income
FIN 48 Adjustment

Deduct:

Adjustment to Retained Earnings

Preferred Dividends

$25 Par Value

5% Series.............
Without Par Value

Auction Rate
Preferred Dividends Accrucd

$25 Par Value

5% Senies.............
Without Par Value
Auction Rate

Common Dividends

Common Stock Without Par Value

Balance at End of Penod

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

119,967,829.79
258,182.00

3,787,254.55

764,703.85

1,745,000.00

100,000,000.00

YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR
624.756,775.52 569,514,722.50

118,702.419.26

1,075,366.24

2,385,000.00

60,600,000.00

JULY 31, 2007
CURRENT MONTH YEAR TO BATE
THIS YEAR LAST YEAR THIS YEAR LAST YEAR

625,284,403.30 609,199,867.67 639,104,729.77 620,981,498.44
13.401.425.61 15,887,772.52 69,051,8G7.93 65,912,574.14

- 258,182.00

- 3,787,254.55
746,782.16 537,682.38
624,999.99 1,268,750.01
- 89.614.67 (430,145.91) 89.614.67
- 241,250.00 241,250.00
- - 65,000,000.00 §0,600,000.00
638.685,828.91 624,756,775.52 638,685,828.01 624,756,775.52

638,685,828.91

624,756,775.52




ASSETS AND OTHER DEBITS

Utility Plant
Utidity Plant at Orimnal Cost... .
Less Reserves for Deprecxatmn & Amomm:mn

TOIAL sttt serevrvmvmecenenenepmecasesena ot s em e man e s e an e et

Investments - At Cost
Chio Valley Electnc Corpomtioh. . crerieeannn
Nonutility Property-Less Reserve....
Special Funds

Accounts Receivable-Less Reserve il
Notes Recervable from Assoc, Companies..........
Accounts Recetvable from Assoc Companies...... ..
Materiais & Supplies-At Averzge Cost

Fuel...

Plant Mstmnls & Gpemizng Supp%les

S10785 EXPENSC.cininirisinisisiririnnsaresermeaesiasanens

Gas Stored Underground
Allowance InVENLory.....ocooiiiiiiiiianinanae e
Prepayments.... [
Miscellaneous Cum:m & Accmed Asscls ............

TR ceeeaeaarreerememroemammsenbisis s b s s e

Deferred Debits and Other
Unamertized Debt Expense
Unamertized Loss on Bonds.....
Accumuiated Deferred Income Taxes.
Deferred Regulatory Assets......
Other Deferred Debits

Total Assets and Other Debits...eieecciveciiininn

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF JULY 31, 2007 AND 2006

THIS YEAR LAST YEAR
4,209,174,420.04 4,083,194,981.05
[,82635E,513.43 1,757,278,109.70
2,382,822,506.61 2,325916,871.35

594,286.00 594,286.50
11,879.20 255,143.37
19,313,753.15 27327352

19,919.918.35 £,122,703.29
4,584,798.69 8,669,672.50
974,186.65 7,065,749.73
35201.68 2,788.88
135,462,617.23 131,858,381.21
40,234,995.26 23,663,311.04
38,831.638.23 44,713,050.24
25,801,503.61 24,705,891.57
4,626,793.23 4,350,418.57
49,279,157.89 48,693,125.27
13,059.58 18,000.42
3,908,903.79 3,795,284.20
405,872.28 514,883.29
304,008,132.14 298,050,556.92
9.652,780.77 8,302,314.84
19,505,157.30 20,048,953.03
51.887,076.57 87,007,618.29
165,715,341.86 21,991,750.86
40,215,104.00 £8,906,217.92
286,975.460.50 206,256,294.94
2,593,816,417.60 2,831,346,426.50

LIABILITIES AND OTHER CREDITS

Capitalization

Common Stk .
Common Stock Expense... .
PaideIn Capal. oo e
Other Compreheasive INcome. ...
Retamed ERMINES . s eicinsearannans

Total Common EQUILY.. e ee e crensc i
Preferred SI0CK o ecerareniiin s a s e
Poilution Control Bonds..coveeeen v,
Mandatory Redeemable Preferred Stock....ouvvee.-
LT Notes Payable to Asseciated Companies,.......

Total CaplatZation. .o e

Current ond Accrued Liabilities

Long-Term Debt Due n [ Year... RO
ST MNotes Paysble to Asseciated Cumpanscs ........
Notes Payable to Associated Compartues
Notes Payable....oooiiinvininn
Accounts Pavable.onnn
Accounts Payable to Associated Companies..........
Customer DEposS. e

Taxes Accrued......
[nterest Accrued....
Dividends Declared..
ST Obligations Under Capital Leases .
Mise. Current & Accrued Liabilities

FOLA e e s e

Deferred Credits and Other

LT Obtligations Under Capital Leases...............
Accumalated Deferred Income Taxes...weeevoonns
investment Tax Credit..
Regulatory Liabilities.......
Customer Advarces for Censtruction
Asset Retirement Obligations.......
Other Deferred Creditsa...
Misc. Long-Term Lisbilities...
Accum Provision for E’osi-Renremen% Bem:f'ls

] TR DU OO PO

Total Lisbilities and Cther Credits..veevreeeinnns

THIS YEAR {AST YEAR

425,170,424.89 425,170,424.09
(835,888.64) {B35,888.64}
40,600,600.00 40,000,000.00
{5,308,578.00} (52,019,692.19
638,685,828.91 624,756,775.52
1,097,711.386.36 1,037,071,618.78
- T0,424,594.065
574,304,000.00 574,304,000.60
- 18,750,000.60
363,000.0006.00 225,000,600.50

2,035,015,386.36

1,925,550,212.83

104,592,000.60

75.875938.81
54,067,480.79
18,648,232.30
14,838.261.54
8,638431.27
485,798.37
10,930,122.62

1,250,000.00

13,314,000.00
79,815,835.03
31,388,369.20
17,768,121.75
29.463,176.63
7,128,025.13
336,863.23

7,862,527.87

285.016,265.70

188,320,918.84

134,949.00
390,284,623.73
43,952,920.42
54,521,254.97
21,186,602.96
29,090,902.14
34,088,420.95
6,824,538.04
93,600,553.31

398,281,949.94
39,723,172.79
43,831,772.21
9.803,701.74
27.363,090.89
67,873,472.34
68,965,853.4¢
61,632.281.52

673,784,765.54

71747529483

2,993,816417.60

2,831,346,426.50




LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT

JULY 31, 2007
PERCENT OF TOTAL
AUTHORIZED ISSUED & QUTSTANDING CAPITAL &
SHARES SHARES AMOUNT S/T DEBT CAPITAL
Common Equity
Common Stock « Without Par......vieneeiceecea e 75,000,000 21,294,223 425,170,424.09
Common Stock EXPense.....commmercsrnsnnecnnsencoenas (835,888.64)
Paid-In Capital........cooieiieiiiicii e 40,000,000.00
Other Comprehensive Income.... ..., (5,308,978.00}
Retamed Bamimgs. ... imcersiesssaseines v cane e 638,685,828.91
Total Comnon EQUIY.. i nnien 1,097,711,386.36 51.38 53.94
Long-Term Debt
Pollution Control Bonds Not Limited
PCB Y JC 05/01/00 Due 05/01/27 VAR%.....cccveren. 25,000,000.60
PCB Z JC 08/01/00 Due 08/01/30 VAR%.....ccvevveen . £3,335,000.00
PCB AA JC09/11/01 Due 09/01/27 VAR ............. 10,104,000.00
PCB BB JC 03/06/01 Due 09/01/26 VARY%...cccooeen.e... 22,500,000.00
PCB CC TC 03/06/01 Due 09/01/26 VAR%....c.cecne.. 27.500,000.00
PCB DD JC 03/22/01 Due 11/01/27 VAR%....ccccvenne. 35,000,000.00
PCB EE TC 03/22/01 Due 11/01/27 VAR%................. 35,000,000.00
PCB FF TC 10/23/02 Due 10/01/32 VARV...cccceevee. 41,665,000.00
PCB GG IC 11/20/03 Due 10/01/33 VAR Y.......cone.... 128,000,000.00
PCB HH JC 04/13/05 Due 02/01/35 VARY%......cocnn..... 40,000,000.00
PCB JC 04/26/07 Due 06/01/33 VARY0ooocv e 31,000,000.00
PCB IC 04/26/07 Due 06/01/33 VAR%..cicovvevcrnrviarene 35,200,000.00
PCR TC 04/26/07 Due 06/01/33 VARYuuvcvvvvrereeenne 60,000,000.00
Total Pollution Control Bonds......covvereeneenecnnen. 574,304,000.00 26.88 28.22
LT Notes Payable to Associated Companes............. 363,000,000.00 16.99 17.84
Total Capitalization, ..o e e 2,035,015,386.36 95.25 100.00
ST Notes Payable to Associated Companies................... 101,592,000.00 4,75
Total Capitalization and Short-Term Debt................ 2,136,607,386.36 100.00




Account - Subsidiary Account

UTILITY PLANT
At Original Cost

Reserves for Depreciation an(i Amortization .

Electric. . . . .
Gas . .. ..
Common . . .
Amortization of Plam
Electric

Gas . .

Common

INVESTMENTS - AT COST .
Nonutility Property. .. .. .
Nonutility Property Reserve.
Ohie Valley Electric Corporation
Special Funds

CASi1
JP Morgan Chasrz
BB&T
Town and Country mek
LIS Bank
Bedford Loan and Dcposn Bank
Yarmers Bank . . .. ... . ...
Meade County Bank

OTHER SPECIAL DEPOSITS .. ..
MAN Margin Call

TEMPORARY CASH INVESTMENTS
Other

LOUVISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
JULY 31,2067

Balance

Subsidiary Account

4.209,174,420 04

(1,540,391,851 29)

ACCOUNTS RECEIVABLE - LESS RESERVE. ..

Working Funds - ..
Customers-Active ... . . . .
Wholesale Sales

Transmission Sales .

Unbiiled Revenues ..
Employee Computer Loans . .
Damage Claims ...

Tax Refunds .

IMEA

IMPA

Other ..

Reserves for Unco!iccubie Accounts
Utility Customers

Reserve. ...

Accrualb.

Charged Ofl.

Recoveries .. ... . .

AR Miscellaneous .
Interest and Dwufcnds Rece:vab[c -
Rents Receivable.. .

ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES. .

E.ON US Services/Kentucky Utilities . . .
FUEL .

Cua% l 092, 2i9 78 Tons@$36 iO MMBTU 25, 288 02“{’ 9§ @ 255 92#

Fuel O3} 189,227 Gallons @ 158 76¢
Gas Pipeline (76,943 00) MCF @ (311 66)

PLANT MATERIALS AND OPERATING SUPPLIES.
Regular Materials and Supplies .. ... .. .

Limestone 33,238 91 Tons @ 56 73 .

(201,735,951 98)
(65,087,924 11}

(£00 00)
{800 00)
(19,134,886 05)

75,239 56
(63,360 36)
594,286 00

19,313,753 15

3,260,739 57
11,695 39
22,61797

1,202,586 91

100 00
10,000 00
77,058 83

974,186 65

35,201 68

21,280.00
75,742,180 10
5,439,640 78
216,090 53
41,520,000 00
104,566 18
58521525
3,040,438.57
3,224,198 52
3,373,641 56
3,280,789 14

(969,853.00)
(1,058,783 75)
2,490,044 33
(1,431,260 38)
{589,623 00)
1,651 76
411,800 84

40,234,999 26

39,428,743 08
300,416.29
(897,021 14)

25,577,813 76
223,689 85

Balance as Shown
On Balance Sheet

4,200,174,420 04

{1,826,351,513.43)

19,919,918 35

4,584,798.69

974,186.65

35,201 68

135,402,017 23

40,234,999 26

38,831,638 23

25,801,503 61



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Accoun! - Subsidiary Account

STORES EXPENSE ..
Stores Expense Undistributed

GAS STORED UNDERGROUND - CURRENT . .

JULY 31, 2007

Gas §t Underground*6,550,310 MCF (14 73 psia) @ $7 52

ALLOWANCE INVENTORY
Allowance Inventory

PREPAYMENTS
Insurance .. . .
Franchises. . ...
Taxes. .

Rights of Way.

Risk Manragement and Warkers Compcnsauun -

Vehicle License
Other .

MISCELEANEOUS CURRENT ASSETS
Miscellaneous Current Assets
Derivative Asset - Non-Hedging

UNAMORTIZED DEBT EXPENSE

Pollution Control Series Y duc May 1, 2927 .

Pollution Control Series Z due Aug. 1, 2030 ..

Pollution Control Series AA due Sept 1, 2027 . ... ..
Potlution Control Series BB due Sept 1, 2026 . .

Poltution Control Series CC due Sept. 1, 2026

Poliution Control Series DD due Nov 1, 2027, .
Pollution Controf Series EE due Nov 1. 2027 .

Pollution: Controd Series FF due Oct. 1, 2032

Pollution Control Series GG due Oct. 1,2033 .. ... ... .. ..

Pollution Control Series HH due Feb 1, 2035
Pollution Control Bonds due Jun 1, 2033..
Poltution Contrel Bonds due Jun 1, 2033 .

Poitution Control Bonds due Jun 1,2033... .

UNAMORTIZED LOSS ON BONDS. .
Refinanced and Called Bonds

OTHER DEFERRED DEBIIS

DEFERRED REGULATORY ASSET
Asset Retirement Obligations
Electric
Gas ... .
Common - L
Pension & Posiscnremem Bcncf'ls o
ECR Ash Houling
MISO Exit Fee

ACCUMULATED DEFERRED INCOME TAXES .

Federal
Electric ...
Gas .

State
Electric

» Excludes:

Non-recoverabie Base Gas
Recoverable Base Gas

Total Assets and Gther Debits

b MCF
9,648,855 00 7,880,000
2,139.990.00 2.930.000

11,788,845 00 10,810,000

Bakince

Subsidiary Account

4,626,793 25

SN

49.279,157 89

[3,059 58

1,200,702.19
105,061 56
7177221
280,000 03

90,000 00

32,025 44
423,342 36

383401
402,03827

471,970.49
880,380 99
398,433 00
188,397 36
204,924.23
221,667 02
221,700 67
927,028 48
3,073,806 73
1,007,258.40
521,931.77
480,956 67
1,054,324 96

19,505,157 30
40,215,104 00

18,323,243.34
5019493 71
22,528 34
126,288,471 00
2,922,589 07
13,139,016 40

37,362,12077
6,528,973 98

7.108,68525
887,296 57

Balance as Shown
On Balance Sheet

4,626,793 25

49,279,157 89

13,059.58

3,908.903.79

405,872 28

9,652,780.77

19,505,157 30

40,215,104 00
165,715,341 86

51.887,076 57

2,993,816,417.60

2,993,816,417.60




LOYISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
JULY 31, 2007

Account - Subsidiary Account

COMMON EQUITY.
Common Stock .. .. . .
Retained Eamings ... . - o
Common Stock Expense.. ................ .. .
Additional Paid-In Capital.
Other Comprehensive Income. ... ... ... ..

BONDS .
Pollution Control Bands

LT NOTES PAYABLE TO ASSOCIATED COMPANIES. . .. ... ...

ST NOTES PAYABLE TO ASSOCIATED COMPANIES
Money Pool Payable ...

ACCOUNTS PAYABLE .
Regular. .

Salaries and WagesAccrued e

Nonqualified Savings Plan. .. ... .

Tax Collections - Payable .. ... .o

ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES ... ...
E.ON US Services/Kentucky Utilities.. ... ... ..o

CUSTOMERS DEPOSITS . . ot e e i o e s

Customers' Deposits..

Taxes Accrued . ..

Loan Agreement - Pol Cont. Bonds 2000 Series A .. ... . o wnvn o
Loan Agreement - Pol Cont. Bonds 2000 Series A-TC .. s

Loan Agreement - Pol Cont Bonds 2001 Series A ...

Loan Agreement - Pol. Cont Bonds 2001 Series A ..o
Loan Agreement - Pol. Cont. Bonds 2001 Series A-TC. . oo s i
Loan Agreement - Pol. Cont. Bonds 2001 Series B . ... ... ...

Loan Agreement - Pol. Cont. Bonds 2001 Series B-TC ... . ..

Loan Agreement - Pol. Cont. Bonds 2002 Series A-TC ..

Loan Agreement - Pol. Cont. Bonds 2003 Series A .. ..o e
Loan Agreement - Pol. Cont. Bonds 2005 Serfes A . .o i

Loan Agreement - Pol. Cont. Bonds 2007 Series A ..o o n cne
Loan Agreement - Pol. Cont Bonds 2007 Series B oo oo v

Loan Agreement - Pol. Cont. Bonds 2007 Series A ...
Interest Rate Swaps . .
Fidelia . :
Customers’ Deposits -
ST OBLIGATIONS UNDER CAPITAL LEASES..

MISCELLANEQUS CURRENT AND ACCRUED LIABILITIES . . i

Customer Overpayments . ... .. ...

UK Emission Research Grant.. ... oo e s e e

Vacation Pay Accrued . e
Derivative l.iabilities - Non—Hcdgmg
Postretirement Benefits - Current. .. . .
Qther.... ... .

Balance
Subsidiary Account

425,170,424 09
638,685,828 91

(835,888 64)

40,000,600.00

(5,308,978 00)

574,304,000 00
363,000,000.00

101,592,000 00

71,332,943 56
3,040,199.42
353,869.81
1,148,926 02

54,007,480.79
18,648,232 30

14,838,261 54

15,416.67
240,62983
1,052.50
208,602 75
254,958.91
181,232.87
181,233.17

(31,163.14})

88,355.55
7,888.89
15,284 74
17,355 59
475,333 31
116,317 49
6,112,270.00
753,662 14

485,798.37

2,558,201.70
500,000 00
4,799,673 82
409,262 92
2,248,334 00
414,650.18

Balance as Shown
On Balance Sheet

1,097,711,386 36

574,304,000.00

363,000,000 00
101,592,000 00

75,875,938.81

54,007,480 79

18,648,232 30

14,838,261.54

8,638,431 27

485,798 .37
10,930,122.62



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

LT OBLIGATIONS UNDER CAPITAL LEASES ... ‘
CUSTOMERS' ADVANCES FOR CONSTRUCTION ... . ...

Line Extensions

Electric. .

Customer Advances - Arena |
Other. ... ... ...

ASSET RETIREMENT OBLIGATIONS
Electric. ..
Gas.. ... ... ..
Common e

OTHER DEFERRED CREDITS .

REGULATORY LIABILITIES ... ...

Asset Retirement Obligations
Electric ... .
Deferred Taxes

Federal

Electric ..o oo

Gas.. ... ..

State

Electric.

Gas .. .
MISO Schedule 10 (‘harges

INVESTMENT TAX CREDIT .« o o i e

Investment Tax Credit (prior law)
Electric . .. ...

Job Development (‘recfxt
Electric... ... ...
Gas

Advanced("oa] Credl! o PP
ACCUMULATED DEFERRED INCOME TAXES.. . ... e e

Federal

Gas.. ...
Common . . oo
State

Electric ... ..

Gas. ...
Comimon ..

MISCELLANEQUS LONG-TERM LIABILITIES.. ...

Pension Payable . ... oo

Workers' COmPENSAtON . .. . oo mn i s

Post Employment Benefits..
Uncertain Tax Positions..

ACCUMULATED PROVISION FOR BENEFITS. . . . i
Postretitement Benelits oo e e et s

Total Liabilities and Other Credits... .. ... .

10

JULY 31, 2007

Balance
Subsidiary Account

134,949 00

799,072.4%
7,647,526.90
12,470,003 57
270,000.00

21,466,407 99
7,599,381 .63
25,112 52

34,188,420.95

214,869 68
87,241.54

27,846,61775
1,650,050 50

18,994,203 .00
2,664,816 50
3,063,456.00

(44.00)

34,538,006.37
1,214,958 05
8,200,000 00

291,105,595 19
42,768,800.77
(54,580.00)

49,783,036.46
6,683,188 33
(1,417.00)

{3,967,637.00)
6,098,714.04
3,620,043.00
1,073,418.00

93,600,553 31

Balance as Shown
On Balance Sheet

134,949 .00
21,186,602 96

29,090,902.14

34,188,420.95
54,521,254 97

43,952,520 42

390,284,623.75

6,824,538 .04

93,600,553.31

2,993,816,417.60

2,993,816,417.60




LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CASH FLOWS
JULY 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
NEE IHCOTIIE oo vsainne e e rmman e s e
ftems not requiring (providing) cash cumrently:
DIEPTECIAION . oo et s oom s s et s e

ATTIOT I Z A Tl . . o s e et et e e e A e e e e e e
DEfEITEd INCOMIE FAXES = TIBLe o oeei et et e e oo ea a1t e roe 3o et e e e e e e e

INVESHTIENE FAX CEOIE — L. o o oot e e a4t e s s S aenn 2S5 8 AR S5 F et o e e it

L0 11 11=) S D OSSP PT PRSPPI

Change I TECEIVADIES ..o e s e e enis e emssmsensms s 2 st e et
Change in inVemMory.........oooev e,
Change in alloWanCe MVERLOTY ..o i v a5

Change in payables and accrued eXPERSES. s st s s

Change in Other TegUIALOTY @SSEIS.. ..ot it i ars s nesoonetae o smsmnne st oeaaae
Change in other reguiatory labihties. ..o i
Change in other deferred debits.. v i v e aasn s e ane oo s

Change in other defermed credits. ..o oo crns vt e e

OEBT s ovene e esces s o i e e e
Net cash provided (used) by operating activities......o.v oo orvro o aasanone o inan s

CASH FLOWS FROM INVESTING ACTIVITIES

Gross additions to utility plant - construction expendifures . ... oo

Change in 10ng-1ermm INMVESTIMENIS .. coooves et o itinniia e e nanasnoen s sananns s oo
Change i 1eSIHCIEA CASI... oo oo ssor eee s e 07 s e e

Net cash provided (used) by investing activIfies. .. ... voneerome oo oo

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of long-term debl....... ..o v i e sansans e s
Net increase in short-term debt ..o,
Net increase in short-term capital lease oblgations. .. .o o e e ieiec e
Net increase in long-term capital lease OBHBAHONS .o ovecnrmisiris s e oo s
Payments for retirement of long-term deb ..o s s s
Payments for retirement of preferred stock. ... e vvinmiamii i e s
Net decrease in Short-1erm ebl. ..ot i v cnne imaens i s e i
Dividends on PreferTed SEOCK. . c v . o nmsncnsns svomns oo e s e aesse e s e

Dividends ON COMIMON SEOCK ... v oo cnsnns et omace s aascmmssnes svssnnsss asasaneraneane sesmresoe vommss vn o
Net cash provided (used) by financing actiVItIES. ... wievnresrnsssnsisor e o e asisi

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ...
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD. ...

CASH AND CASH EQUIVALENTS AT END OF PERIOD.. ... i

11

Year to Date

2007

2006

69,051,807.93

69,265,506 86
3,758,228.21
5,799,053.11
2,882,683 28
1,428,417.38
8,924,485.05

31,856,765.95

2,343.42
(78,580,121.80)
(2,095,638 32)
(849,315.89)
(4,530,306 .96)
(17,089,614.34)

3,615,007.00

65,912,574 14

68,275,670.92
3,320,620.73
(10,427,466 07)
(2,368,725.79)
3,212,215.87
112,047,440.49
68,788,350.74
344234
(74,554,018.17)
5,527,704.62
1,938,354.11
(3,321,285.18)
26,239,277.12
(1,104,584.04)

93,439,300.88

263,489,571.83

(102,683,789.11)
5,458.27
(4,682,091 89)

(72,467,673 .80)
(392,122 86)
2,752,098.41

(107,360,422.73)

{70,107,698.25)

261,763,212.35
33,768,000.00
485,798.37
134,949.00
(126,000,000.00)
(91,643,112 60)
(4,416,711.93)
(65,000,000.00)

(1,821.17)

(1,250,000.00)
(127,931,000.00)
(2,625,273.51)
(60,000,000.00)

9,092,135.19

(191,808,694.68)

{4,828,986.66)

9,448,987.03

1,573,778.90

7,098,682.48

4,620,000.37

8,672.461.38




LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

JULY 31, 20687
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
Interest On Long-Term Debt
Lean Agreement - Poll. Contral Bonds
1992 Sertes A Variable. ..o eecevererpicn e eeiee e 97.156.17 350,482.41 615,813.40 828,156.81 985,199,318
1992 Series A Variable TC....eeee.. - 183,452.06 670,142.71 1,179,764.34 1,575,222.15 1,883,621.89
1993 Series A Variable Rate. - 110,614.80 392,885.10 694,144.03 926.459.22 1,100,573.85
1995 Series A (5.90%V.cn..-- - - - - - - -
2000 Sertes A Vanable Rate..........es 80,520.84 79,687.50 539,583.33 494,250.05 916,284.73 775.763.94
2000 Sertes A Variable TC.........o 275,815.70 234,750.46 {,807.906.53 1,630,787.25 3,173,248.44 2,667.844.7%
2001 Sertes A Variable Rate.... 312,781.87 10,859.30 221,765.99 198,347.14 380,533.48 316,387.13
2001 Series A Variable Rate..... 71,852.06 70,234.66 480,242.50 446,054.80 818,987.71 706,404,42
2001 Senies A Variable Rate TC... §7,819.18 §5,830.13 586,963.02 545,178.07 1.000,984.95 864,946.59
2001 Serwes B Variable Rate......... 112,364.39 110,724.66 747,906.88 704,048.64 1.279,619.21 1,119,103.42
2001 Series B Varjable Rate TC.onrociceines 112,364.39 110,724.66 747,907.17 703,730.16 £,279,619.49 £,117,053.42
20102 Series A Variablie Rate TC.ovirnevecvreac 138,0949.51 132,403.39 9G6,464.89 820,030.04 1,535,069.82 1,361,380.61
2003 Senies A Variabie Rate..... . 408,355.55 417.941.34 2,740,800.04 2,477,564.45 4,648,600.04 3,888,586.68
2005 Series A Variable Rate..ocioineeeieenneiiannas 123,944.41 122,055.58 846,116.65 766,249.98 1,431,727.73 1,206,827.71
2007 Senes A Variable Rate............ 96,530.56 - 300,503.69 - 300,503.69 -
2007 Senes B Variable Rate ... . 110,498.67 - 348,294.23 - 348,294.23 -
2007 Sertes A Variable Rate (4.6%)...c.ccoecveeeeans 237,666.68 - 743,666.68 - 743,666.68 -
Interest Rate Swaps.......coivcarimmninieinceanen i16,317.48 i21,818.58 898,983.48 1,299,476.47 1,539,272.38 2,771,973.44
Notes/Debentures......... 125,840.17 - 3,301,348.17 - 3,301,348.17 -
Fidelit. oo e SUUTOUTPIU 1,596,741.66 911,875.01 8,848,645.03 6,383,125.67 13.408,020.08 10,942,500.12
$5.875 Mandatory Redeemable Preferred Stack....... - 97,916.67 345.972.25 722,135.43 835,555.58 1,242,317.68
TOMBE it e e 3,727,513.14 2,938,034.97 25,826,580.75 19,680,699.29 40,270,584.5% 32,800,545.07
Amortezation of Debt Expense - Net
Amortization of Debt EXpense.....cinicicannas 32,852.23 34,054.02 232,268.61 238,378.14 402,538.71 407,859.92
Amort. of Loss on Reacquired Debt.......o.c.oe 86,622.77 85,136.01 601,899.20 595,952.07 1,027,579.25 1,021,672.19
Total oo 119,475.00 119,190.03 §34,167.81 834,330.21 1,430,117.96 1,429.532.1%
Other Iaterest Charges
Customers' DeposHS. oo eeecrevcrenernesgn e e e eeens 84,268.87 76,841.66 554,304.61 5§9,399.3¢ 937,385.50 867,715.46
Federal Incorne Tax Deficiencies. ... eeecee e - - (1,058,734.31) 802,151.00 383,125.68 992,151.00
Other Tax Deficieneies. oo eeeecevirrrs s e emenee - - 3.058.71 213.87 3,058.71 769,385.87
Gas RefUnds . iscnscisarsrsiirs s s snens {495,700 - 2,358.86 - 4,737.66 -
interest on Debt to Associated Compames ... 385,599.59 (B, 407.70) 1,983,223.62 1.020,925.99 2,824,951.30 1,321,763.50
L8 £ RN - - 8.381.56 - £,581.56 -
T088 e s st e e e ne s 46937276 68.435.96 1,492,793.05 2,442,694.16 416184041 4.861.0£5.83
Total ITETESL .c.covinrrinresamn e navin e 4,316,360.90 3,125,660.96 28 153,5341.6} 22,957,723.66 45,862,542.96 39,181,093.01
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LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

JULY 31, 2007
Current Month Year To Date
Kind of Taxes This Year Last Year This Year Last Year
Taxes Charged to Accounts 408.1 and 409.1
Property TaKes.....cvivmmsnnsarsm s sesenanas 1,433,534.59 1,138,722.00 9.076,505.10 8.029,962.88
Unemployment... .. coseernssserens 15,485.30 12,632.06 108,776.79 115,056.29
Federal Old Age and Survivors Insurance............ 493,551.81 536,901.29 3,549.929.29 3.496,527.35
Public Service Commussion Fee...ooiviinmnrennnene. 161,615.66 158,705.95 {,113,851.38 087,405.45
Federal ICOME .. uivrrierieecemermssisissessssesssscrsssssnens 7,551,742.82 9.422.932.31 27,980,355.67 43,695,850.98
SALE ICOMIB. vt ieer e eemeemssis s e e esssene b ensnaenacs 1,438,427.20 2,093,984 .96 5,374,352.92 §,689.994.80
MISCEIIANEOUS. coevvivereereenrarrresserscanrecscrmemmssssbsnstasessns 6,232.21 5,502.65 13,780.42 {135,902.01)
Total Charged to Operating Expense........... 11,100,589.59 13,369,381.22 47.217.551.57 64,878,895.74
Taxes Charged to Other Accounts.....o..ooovinninens 185,361.68 122,018.39 476,107.36 £,041.317.07
Taxes Accrued on Intercompany Accounts......... (181,699.89) (167,850.58) (1,411,572.56) (1,379.413.65)
Total Taxes Charged...oovvcvvniecees 11,104,251.38 13,323,549.03 46,282.086.37 64,340,799.16

ANALYSIS OF TAXES ACCRUED - ACCOUNT 236

Taxes Accrued Accruals Payments Taxes Accrued
At Beginming To Date To Date AtEnd
Kind of Taxes Of Year This Year This Year Of Month

PrOPErtY TaXES s rassssmssnssssmessssssnisesnas 13,925.969.24 9,142,301.00 14,000,356.02 9,067,914.22

State Unemployment. ..o ceeieincinecvsinienscnens 18,782.64 28,717.59 37,888.86 9,611.37

Federal Unemployment.......mimsmecemincieineninecns 29,205.50 29.866.61 53,066.21 6,(05.90

Federal Old Age and SUrVIVOTS..co e rerveerssamsssisines 561,717.23 3.072,112.77 3,186,898.10 446,931.90
Federal INCOME ... crnen e st aen 6,350,985.46 26,893,862.98 35,578,314.20 (2,333,465.76)

SHALE INCOMIB. .1 vveeeeer e cerr e rererensr e rr e cee e mrassasnssnsaens 7.726,946.43 5.176,481.94 5,519,810.00 7.383,618.37

Kentucky Sales and Use Tax.......ocovveeciiniininn, 10.878.70 1,867.658.09 1,620,891.25 257,645.54
MISCEIANEOUS. ..o vvreeerrcsirctsarsrsesersesresississsnssrssssrsssnssens 0.37 71,085.39 71,085.76 (0.00)

T OtAIS e ceeeie e s st ererrerresren s e sab e 28,624 485.57 46,282.086.37 60,068,310.40 14,838,261.54
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UTILITY PLANT IN SERVICE

Electric
T E 01 +) YRR PRRPOOPRTIPRRS IS AR
Steam Production. . oo

TIANSITHSSION ¢ v evrarmnsrnraransnrasarsesssscnasinis
DSt DI OM. « e v esereevseesrarininmneasinsnrnssranns
T | VTP PP PP PP PP PR

Total BlectriC . covvnririnnin s

Gas
Intangible....oovveriiicinn
Natural Gas Storage Plant Underground.........
T TANSTAESSION e e vuearnrereasssinanssrnnsatenesansoes
BT st 1) TETUTTUUUR U POPPPPPPPRPPEPEPEPEY

(T sz | U DR O PO PPEPY PP PR
Gas Stored Underground Non-Current...........

TOta] a5, .urerrrereaciirmiaareaeensisrarananas

Common
Trtangible. ..ooovn e
GENEal, oo evr e e e

Total COTHITION. ..uvvererrrnanrerimnrrsmseissasas
Total Plant 1n SEIvICe. i

Construction Work In Progress
ELECTC 1 evnevnrnsresrersrnrmmrnsssranarsnissssnasnes

LOUISVILLE GAS AND ELECTRIC COMPANY
SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

JULY 31,2007

NET BALANCE TRANSFERS/ BALANCE

FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS NET ADDITIONS TC DATE
2,340.29 - - - - 2.340.29
1,945,257.925.33 11,866,876.61 (2,028,694.13) (863.74) 9.837,318.74 £,955,095,244.07
17,884,886.35 66,269.19 - (6.50) 66,262.69 17,951,145.04
225,436,782.99 94.679.25 (16,650.00) - 78,029.25 225.514,812.24
240,067,695.28 £4,518,254.97 (419,668.20) (3,177.2D) 14,095,409.56 254,163,104.34
754,284.748.12 4,948,223.24 {4,282,058.39) (60,096.92) 606,067.93 754,890.816.05
16.386.738.80 71.047.36 (275.858.33) (36,652.65) (241,463.62) 16,645.275.18
3,199,821,117.16 31,565,350.62 (7,022,929.05) (100,797.02) 24,441,624.55 3.224,262,741.71
1,187.49 - - - - {,187.49
61,048,289.77 272,556.64 (63.177.02} - 209,379.62 61,257,669.39
12,894 091 35 7.816.14 - - 7.816.74 12,901,908.09
440,120,789.38 1,391,265.80 {63,354.70) (2.319.15) 1,325,551.935 441,446,341.33
10,346,233.87 293,280.81 (1,571,058.35) (33,407.63) (1,311,185.17) 0.035,048.70
2,139,990.00 - - - - 2,139.990.00
526,550,581.86 1,964,919.99 (1,697.630.07) (35,726.78) 231,563.14 526,782,145.00
28,877,505.07 3,034,003.98 - - 3,034,003.98 31.911,505.05
150,813.423.54 4,145,648.11 (1.586,995.32) - 2,558.652.789 153,372,076.23
179,690,928.61 7.179.652.09 (1,586,995.32) - 5,592,656.77 185,283,585.38
1.906,062,627.63 4(,709,922.70 (10,307,554.44) (136,523.30) 30,265,844.46 3.936.328,472.09
154,377,558.86 40.240,299.01 - - 40,240.299.01 194,617,857.87
54,810,960.24 14,069,869.67 - - 14,069,869.67 68.880,829.91
8,684,890.86 662,369.31 - - 662,3659.31 9.347,260.17
217.873409.96 54,972,531.99 - - 54,972,337.39 27284394195
4,123,936,037.59 95,682.460.69 (10,307,554.44) (136,523.80) 85,238,382.45 4,209,174,420.04
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RESERVE FOR DEPRECIATION OF UTILITY
Lifc Reserves
Electric - ARC Sream..
Elecing - ARG Hydro. ...l
Eizctne - ARQ Other Production
Hlectric - ARQ Transmission.
Eleginic - ARO Distributzan.
Gas - ARQ Underground Storage..
Gas - ARD Disiibution. ..

Salvage Reserves
Steam Production .
Hydro Productian. .
Ciher Production. ..
Transmission. .
Distribution, .
Distribution Generad..
Gas Stored Underground. ...
Gas Transrmssion..
Gas Distribution.
(Gas Generad......

Tota] Salvage Reserves For Depreciaton QF
ity Plant Is Semvace.. .o

Total Reserves
Eitotric...
Gas........
COMMON. . .eu e

Tatal Reserve For Deprecianon OF
Utifity Plant In Serviee.. oo

Retrement Work in Progress
168001
Elecine.

Total 108001 RWIP.....

168901

Eketrsc...
Gas..
Common..

Totul [GE9OF RWIP..
Toal RWIP....

YTD Activity.. ..o

Asmottization

Total Reserve For Amertization Of
Utility Plant in Servige...ooooov e

Total Reserve For Depreciation and
Atnorization - Utility Plant in Sezvice. .

Uility Plam ot Original Cost Less
Reserve For Degresianon end Arortszation.. ...

LOUISVILLE GAS AN.

LZCTRIC COMPANY

SUMMARY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PLANT

JULY 31, 2007
NET BALANCE TRANSFEW/ RWIZ COST OF GTHER BALANCE
FIRST OF YEAR ACCRUALS RETIREMENTS ADJUSTMENT TRANSFERS OUT REMQVAL SALVAGE CREDITS TO DATE
(1,299,559,281.79} (49,053,445.2T 7.022,929.05 (5,892,506.54)  (1,347.482,304.55)
{2,049,614.55) (90,505.96) . - . (2,340,120.51)
{£5,828.50} {783.18} {15.611.98)
(108,165.201 (5,324,568 {113,429.78)
(2.165.40 (97.72 (2.263.19)
{12,601.8%) (213.29) - (12,215.18)
(14857791687 (6,022,203.26 1,697.630.07 (152,562,490.06)
{392,040.25 {5.298.58} - - (397,338.83)
(18,501.19) {55.5%) {i9,157.26)
(1,130.96) (2002 - {£.150.98
(62,084,425.21} (4,424,761.59) 1,586,995.32 164,922,151 48)
{1.512,321,612.72) {59,602,708.98) 10,307,554.44 (5.892,566.54)  (1,568,009,273 80}
(46,9€6,751.01 (3,245,752.15) 711,550.25 {245,427.65} {49,819,883.16)
{522, 713.14) - . . {522,713.149)
{2,093,564.72) - . (2.093,564.72)
(16,367.877.32 (632,635 66) 424,226.92 (16,576,286.06)
{132,166,536.49) (3.537,616.28) 1,822,554.76 (57.261.4%) {133,938,858.42)
89,695.45 13,246.67 48732 - $03,429.44
249,305.84 {131,504.36) 18,102.08 135,563.57
(2,644,672.08} {60,634.61] . . {2,705,306.65)
(47,306,815.37} (2,483,659.44) 84,382.30 (4,580.74) {49,710,713.25}
148,519.46 24,258.03 . - 172,777.49
(354,458.62) {33,421.25) 174,952.75 (21290747}
(247,515,376.00) (10,188,159.65} 3,242,256.39 (307,269.80% (255,188,543.06)
{1,499,774,246.9% (56,65%,128.02) 7,022,529.08 2.964,819.25 {302,689.06) (5,892,506.54)  (1,552,634,822.25}
(198,542,721.00) (8,679,537.75) 1,697,63007 102,484.39 (4,580.74) . {205,426,725.03)
{62,440,014,79) (4,458,202.86) 1,586,995.32 174,952.75 - (65,136,269 58)
{1,760,756,982.72} (55, 7540,868.63) $0,307,554.45 3,243,256.39 (307,269.80) (5,892,506.54)  (1,823,197.816.86)
3,768,496.16 {1,194,605.96} (971,854.80 {12,024.61} 499,82 31,3500 1,627,640.60
{465,950.62} 620,863.56 (42,658.23) 1791415 - . 130,169.46
{502,243.45} 567,920.37 (30,862.21} (50,659.96) (15,845,315
2,800,302.6¢ {5,822.03) {1,635,375.27 (54,790.32) 497.82 17,152.02 1,741,964.91
8,273,600.70 6,244,184.17 4,202,731.18 {6,056,750.84) (216,789, 13} (1.831,145.72} 10,615,330.38
3,107,219.25 192,479.08 (55.245.42 314,150.68 . . 3.560,603.39
(4,637,184.09} {5,698,720.60) (154,090.54) 10,551,385.85 2,800.00 £4,190.62
6,743,635 36 743,942.65 3,952,895.22 4,804,785.69 {213,989.13) (1,831,145.72) 14,240,124 57
5,543,938.55 738,120.62 1,957,519.95 4,749,695.37 (213451.31) {1,793.953.70) 15,982,080.48
{1,751,213,044.17) 59,750,868 63) 10,307,554.44 738,120.62 2,957,519.95 7.992,251.76 (520,761.11) (7,686,500.24)  (1,807,215,727.38}
{100.60} (106.00)
{800.60} - (BOG.08Y
(15,376,657.84} (3,758,228.21) (19,434,886.05)
{15,377,557.84} (3,738,228.21) (19,435,786 65)
{1,766,590,602.01) (73,545,096.84} 10,397,554 44 738,130.62 2,957,519.95 7,992,25L.16 {520,761.113 {7,686,500.24)  {1,826,351,513.43)

2.357,345,435.58

5

2.382.822.986.61
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LOUISVILLE GAS AND ELECTRIC COMPANY

Financial Reports
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Prepared by Regulatory Accounting and Reporting



Electnc Operating Revenues
Gas Operating Revenues.....veeeiiiiinvrans v

Tota Operating Revenues......c.o..oiveinincnn

Fucl for Eiectrnic Genemtiof i e eiciicinniarmrses
Power Purchased............
Gas Supply Expenses
Other Operatian EXpenses. oo
Maintenance....
Depreciation....
AmMorization EXPense... e,
Regulatory Cradithe...ooove e e
Taxes
Federl ICOME...oooiveireeemeiiremerrrr s a e
State income
Deferred Federal Income - Net..
Deferred Stale Income - Net... .
Federal Income - Estimated........cc..oooovnnriiiinnnnn
Staie Income - Estimated....
Propery and Cther......
[nvestment Tax Credit....
Amortization of Investment Tax Credit...
Gain from Disposition of Allowanees..........oeevinnn.s
Accret1on EXPERSe... ..o s

Total Operating EXPenses .o cieinrinisn s cssisnnans

Net Operating Ineome. . vonver v
Other income Less Peductions

Income Before Interest Chasges..oooovininnn

Interest on Long Term Debloiiiiiiiiieee
Amortization of Debt Expense - Net
Other INIerest EXPERSeS . mrrarrsioressareans s mmmmrmsnnns

Totat Interest Charges

Net Inc Before Cumulative Effect of Acetg Chg.........
Cumuiative Effect of Accounting Change Net of Tax...
Nt MCOMIE. . vie it e mreensc s g
Preferred Dividend Requirements.......oeiieneecee e

Earmings Available for Common........ooccinviininnnece

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JUNE 30, 2007
CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMGCUNT AMOUNT %
86,428,172.74 85,946,450.83 481,721.51 0.56
12,376,676.86 11,712,102.37 564,574.49 5.67
98,804,849.60 97,658,553.20 1,146,296.40 (.17
27,674,757.78 25,575,838.99 2,098,918.79 8.21
6,094,884.34 8,350.910.35 {2,256,026.01) (2102
8.281,181.92 6.018,2499.83 2,262,892.09 37.60
10,128,329.88 17,163,303.5¢ (7.034,973.62) (40.90
6,833,403.23 7.058,084.16 {224,680.93) {3.18)
10,393,972.68 9.867,691.48 526,281.28 5.33
550,307.64 508,469.17 41,898.47 8.24
{163,026.95) {152,401.39) {10,625.60) 6.97
$,520,109.72 11,095,894.70 (1,575,784.98) (14.20)
f818,526.08 4,475,130.36 (2,636,604.28) (59.36)
(566,637.4%) 3471,313.85 (1,513,951.29) (276.61)
{49,201.52) (2,393,290.7% 2,344,089.27 87.94
{6,033,880.58) {6.887,360.36} 853475.78 (12.39)
1,250,350.69) {£,530,524.53) 280,173.84 (18.31)
2,084,084.64 1,424,653.88 659,430.76 46.29
2,600,600.00 - 2,600,000.00 100.00
(335,553.30) {346,515.36) 10,962.04 (3.18)
148,341.13 137,770.50 10,570.23 7.67
77.329,248.54 B0,213,198.78 {3.583.950.24} (4.43)
21,475,601.06 16.745,354.42 4,730,246.64 28.25
{156,727.6%) {3.397.35} (153.330.3+) 4,513.23
21,118.873.37 16,141,957.07 4.976,916.30 27.34
6,250,148.48 2,856,519.49 3,433,62899 120.20
119,359.67 119.150.02 169.64 0.14
416,591.16 39,331.63 377.659.53 960.19
6,826,459.31 3,015,041.15 3.811,458.16 126.41
14,492,374.06 13,726,915.92 765,458.14 5.58
14,492,374.06 13,726,915.92 765,458.14 5.58
- 312,529.89 {312,529.89} (100.0¢)
14,492,374.06 13,414,386.03 1,077,988.03 8.04




Elecine Operating Revenues, .o
Grs Operating REVERUES....coooviiisirismmmmms

Total Operating REVENUES .o ocimmrmemrenar s

Fuel for Electnic Generation.
Pawer Purchased.......
Gas Supply Expenses....
Other Qperation Expenses
Maintenance. .o
Depreciation.. e
Asmortization Expense..
Reguiatory Cradis.. oo mmmrmeeimms e
Tones
Federnl Income..
Siate Income..ve-..
Deferred Fecierai Im:ome - Net.
Defesred State Income - Net...
Tederai Income - Eshmmed.....,........‘.......
State Income - Estimated.
Property 1nd OBEr s s e
investment Tax Credit... e [OOSR
Amorization of Investmcnt 'i‘ax Crtdu. .....
Gain From Disposition of Allowanses...
ACCTENON EXPEASE...omrvurtrinmrriman st

Total Operttng BXponses..... o immsssss e

Net Operating Income... .
Qther Income Less Dcducuons

Income Before Interest Charges. ..o vvviiensnecenn
Iaterest an Long Term Debtociniainiiannns

Amortization of Debt Expense - Net....
Other Interest Expenses..... .

Total Titerest ChALEES. coriereresres s e senaasmsresssesennns
Wet Inc Before Cumulative Effect of Acetg Chgonn.r....
Cumulative Effect of Accounting Change Netof Tax...
O TRCOME. e vereeemersirrsssrrammpesmemms st
Preferred Dividend RequirementS e s

Enrmings Available for COMMom.. e reesssrsraen e

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JUNE 30, 2007
YEAR TQ DATE
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT Yy
448,602,569.89 435,669.921.37 12,932,648.52 297
202.997,766.15 253,817.576.91 (50,819,810.76) (20.02)
651,600,336.04 659,487,498.28 (37,887,162.24) {5.50)
15548181543 133,723,723.26 21,758,192.17 1627
42,258,481.75 54,366,264.51 (12,107.762.76) (222N
14%,336,874.33 149 849,153.70 {51,512,279.37 (25.78}
85,256,406.36 55,419,851.48 (10,163,445.1) (10.65)
38,451,840.12 39,011,094.08 (559,258.96) {1.43)
£ .375,718.50 58,594,671.67 781,046.83 133
1.193,841.47 2.817.795.84 376,045.63 13.35
(962,582.34} {913,584.19) (48.998.15) 5.36
20,428,612.85 34,272,918.67 {13,844,305.82) (40.39)
3.935,925.72 6,596,009.84 (2,660,084.12) (40.33)
79,931.15 (10,285.608.74) $0,365,531.89 (100,78
239,921.96 {2,274,282.33} 2.514,204.29 {11055}
11,752,423.4 10,640,586.01 1,111,837.40 1043
5,200,000.00 - 5,200,600.00 100,00
(1.988,074.72) {2,033,586.79} 45.512.07 (2.24)
(553,092.69 (3,604,606.07) 451.513.38 (44.94)
894,870.58 825,801.44 65,069.14 7.88
571,379.013.88 619.606,215.38 (48,227,201.50} .78
80,221,322.16 69,881,282.90 10,349,039.26 14.80
(733,755.13) (24,418.58) (709,340.55) 2,904.92
79,487,563.03 60,856,864.32 9,610,698.71 13.79
22,099,067.61 16,742.664.32 3,396,401.29 31.99
714,692.81 715,140.18 44737 (0.06)
1,023,428.29 2,374,258.20 {1,350.837.91) (56.99)
23,837,180.71 19,832,062.70 4,005,118.01 20.20
§5,650,382.32 50,024,301.62 5,615,580.79 1125
55,650,382.32 56,024,861.62 5,625.580.70 [1.25
941,616.24 1,806,432.39 {864,796.15} (47837
54,708,746.08 48,218,369.23 6,490,376.85 {346




LOUVISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

JUNE 30,2007
YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
Electric Operating Revenues........ooevveniic i 955,593,177.08 965,889,066.07 {10,295,888.9N {L.o7)
Gas Openting Revenues 344,409,767.90 465,584,513.51 {£21,§74,745.61) (26.03)
Total Operalng REVENUES.....oivirriirrirrercsniriine §,300,002,944.98 1,431,473,579.58 (131,479,634.6) {9.18}
Fuel for Electric Generation. . e rerceriniansansrnmn 314,329,036.40 286,872,149.50 27,456,886.90 9.57
Power PUrchased ..o ieavnmrmrneiers ey ac s 101,725,841.85 127,718,579.96 (25,992,731 (20.35)
Gas SUpPlY EXPeNSES. v icisns e rcane ettt rans 243,771,182.39 367,908,872.19 {124,137,689.80) (33.74)
Other Operation Expenses. £79,678,019.23 225,325,875.73 (45.647,856.5G) {20.26)
Maointenanee.., .. 78,476,394.79 69,031,707.33 9,444.687.46 13.68
Bepreciation.... 118,763,317.09 117,845,460.71 917,856.18 0.78
Amortization Expense... . 6,243,401.15 5,825,185.42 418.115.73 7.18
Regulatory Credits....oomvin i {2,309,934.66) {13,605,844.23) 11,295,909.57 (83.02)
Taxes
Federal InCOME. i st s v v e 48,810,487.74 74,302,244.01 (25,491,756.27) {3435}
SHHE INCOME. crvv e et rrarissreremsessss s e e e ea 8,781,301.08 $,560,366.76 (859,065.68) (8.99)
Deferred Federal Income - Wet.. . 3.340,770.69 (15,490,636.70) 18,831,407.39 {121.57
Deferred State InCome - N iereccnverveennernnnn 1,301,080.79 {(2,873,945.42) 4,175,026.21 (145.27
Federal Incame - EStMated. ..o iiiiiieee e - - . .
State Income - Estimated... - - . -
Property and Other.. 22,820,528.7G 20,§45,292.45 2,675,236.25 13.28
Investment Tax Credit... 8,200,000.00 - 8.200,000.0¢ 160.60
Amortization of Investment Tax Crediti.......oovnnins (3.976,149.37) (4,067.173.57) 91,024.2¢ {2.24)
Gan from Disposition of Allowanees....ovciviiniinnnns (553,092.69} {1,004.606.07} 451,513.33 (44.94)
ACCretion EXpPense. oo rarnresrr e snseannraannns 2,123,110.73 i,176,279.44 946,831.29 80.49
Total Operating EXpenses........coocvivviiiiirvasinanm £,131,445,295.91 [.268,669.507.51 (137,224,681 1.60Y {10.82)
Net Operating Heome .o veenec e e 168,557,640.07 162,503,672.07 5,753.977.00 3.33
Other Income Eoss Deductions..c..oovevnivanrnvnnncens {1.431,629.15) 651.381.32 (2,083.012.67) (319.78)
Income Before Iaterest Charges.voooeiiiiicvinnnnn 167,126,619.72 163,455,055.39 3,670,964.33 2.25
Interest on Eong Term Debto....... 39,481,106.42 32,564,524.33 6,916,582.09 21,24
Amortization of Debt Expense - Net 1,.429,832.99 1.428,820.36 1.012.63 0.07
Other interest Expenses 3,760,903 .61 4,914,029.35 (1,153,125.74) {2347
Total lrtctest CRarBeS v s ceeareeaeiaans 44,671,843.02 38.907.374.04 5,764,468.98 14.82
Net Inc Before Cumuiative Effect of Acctg Chg......... 122.454,176.70 124,547,681.35 {2,093,504.65) (1.68)
Cumuatative Effect of Accounting Change Net of Tax... - 7.421,571.530 {7,421,571.50} (100.00)
Net INCOME....cooieiiairir i aeamsane e mee 122,454,176.70 117,126,109.85 5,328,066.85 4.5%
Preferred Dividend ReguizementS i iiaiieianennnns 2,840,568.52 3,381,614.80 (541,046.28) {1600
Earnings Available for Comman..... o 119,613,608.18 113,144,495.05 5,869,113.13 5.16




Balance at Beginning of Period

Add:

Credits from income
FIN 48 Adjustrnent

Deduct:

Adjustment to Retamed Eamings

Preferred Dividends

$25 Par Value

5% Series.............
Without Par Value

Auction Rate
Preferred Dividends Accrued

$25 Par Value

5% Seres....o.ouueuss
Without Par Value
Auction Rate

Comrmon Dividends

Common Stock Without Par Value

Balance at End of Period

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

JUNE 340, 2607

CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
640,792,029.24 615,785,481.64 639,104,729.77 620,981,498.44 609,199,867.67 555,455,372.62
14,492,374.06 13,726,915.92 55,650,382.32 50,024,801.62 122,454,176.70 117,126,109.85
- 258,182.00 258,182.00
- 3,787,254.55 3,787,254.55
746,782.16 537,682.38 854,318.52 1,075,364.80
624,999.99 £,268,750.01 {,986,250.00 2,306,250.00
- 89.613.23 (430,145.91)
- 222.916.66
30.000,000.60 20.,060,600.00 65,000,000.00 60,000,000.00 106,000,000.00 60,000,000.00
625,284,403.30 609,199,867.67 625,284 .403.30 609,199,867.67 625,284,403.30 609,199 867.67




ASSETS AND OTHER DEBITS

Eliility Plant

Utility Plant at Onginal Cost...
Less Reserves for Dcprcctmwu & Amomzulwn

TOULcccairiarsrmsimrmrrsminniecst i sa s e ey s e rasrananssnns

Investments - At Cost

Ohin Valley Elecitic Corpomtion....rreceeeeen,
MNoautility Property-Less Reserve..
Special Funds...oveeeccceceecns
OHRET e cersisiriisits s eaemsemsnnsenecs s £ 42 e eaem e n e e s s b e

Total....

Cusrent and Accrued Assels

Cash.....
Special Dcpus;ts
Temporary Cash Envcstmcms .......
Acepunts Recervable-less Reserve.......
Notes Receivable from Assoc. Compamies..........
Accounts Recetvable from Assoc Companices........
Materials & Supplies-At Average Cast

Fuel... -

Plant Mn!mu]s & Gp:m%:ng Supp%:es

Stores Expense

Gas Stored Underground..
Allowance Inventory...
?rcpnymrm:
Miscetlaneous Current & Accrued Asseis...........

3 o1 ——

Deferred Debits and Chher

Unamortized Debt Expense.....
Unameortized Loss on Bonds...
Accurulated Deferred Income TaxesSe.ooen v,
Deferred Regulatory Assets
Other Deferred Debits..ooe i erorres e aeeminnass

TFOBL e resre bt a e ae e a et

Total Assets and Qther Debits.

LOVISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF JUNE 30, 2607 AND 2006

THIS YEAR

LAST YEAR

4,192,953,134.24

4,077,184,833.34

1,816,719,332.63 1,747,987,466.06
2,376,233,801.61 2,329,197.367.28
594,286.00 594,286.00
11,879.20 266,248.97
13,832,287.51 .
24,438,452.71 860,334.97
5,225,631.83 5.260,162.83
753,695.74 7.219,564.49
35,050.76 26.91
128,758,199.03 123,219,019.97
32,345,759.70 18,699,058.39
46,261,036.02 52,605,261.62
25,300,599.08 24,240,682.81
4.523,641.09 4,315,316.33
29,0841,676.14 30,252,878.12
13,394.11 18,596.71
2,732,417.38 2,421,667.91
197,425.62 1,935,936.73
275,188,530.50 270,278,172.97

$,64%,373.96

8,336,368.84

19,591,780.03 20,134,089.03
15,203,908.57 B85,895,082.29
165,430,228.46 21,607,447.76
44,542,168.70 71,786,254.58
254.417,459.72 207.739,242.50

2,930,278,244.54

2,808,095,317.72

LIABILITIES AND OTHER CREDITS

Capitalization

Commaon Stock.
Common Stock Expense,
Paid-In Capital.................
Other Comprehensive Income..
Retzined Earmiags.......

Total Common EQUItY..ooeee e
Preferred S1cKa it e s
Potlution Control Bonds.........ooooieiiiiininns

Mandatory Redeemable Preferred Stock....
LT Notes Payable to Assectated Companies........

Total Captahization.. e enaes

Current and Accrued Liabilities

Long-Term Debt Doe in | Year...
ST Notes Payable to Assaciated Cnmp;m[cs ........
Motes Payable to Asscciated Companies. ...
Noies Payable...
Accounts Paynb[e
Accounts Payable to Associnted Cumpames ...........
Customer Deposiis
Taxes Accrued.....
Interest Accrued...
Dividends Declared....
ST Cbliganons Under Capunl E_,cascs..

Mise. Current & Accrued Liabilities. i iinaen .-

TOL ot srssstsestsnaira s e te s s m e e e s

Deferred Credits and Other

LT Obligations Under Caputal Leases
Accumulated Deferred Income Taxes..
Investment Tax Credit...

Reguiatory Linbiiities... [
Customer Advances t'ur Ceﬁstructmn.‘
Agset Retirement Obligations.......oooievviinannn
Other Deferred Credits
Misc. Long-Term Liabilities
Accum Provision for Post-Retirement Benefits.....

OB aeersmerseemeeemacassarmas s s e eeeaemraanb s ee e

Total Liabifities and Other Credits..oveceennenns

THIS YEAR LAST YEAR
425,170,424.09 425,170,424.09
{B35,888.64) (835,888.64)
40,000,004.00 40,000,000.00
4,219.581.00) {50,320,136.19)
625,284.403.30 409,199.867.67
1,085.399,357.75 £023,21424653
- 70,424,594.05
574,304,006.00 574,304.000.60
- 20,800,000.60
363,008,000.00 225,000.000.00

2.022,703,357.75

1.912,942,840.98

87,186,000.0¢
80.305,956.77
61,833,841.48
18,740,803.30
4,341,546.21
7.247,865.15
388,302.00
10,740,729.68

£,230,600.60

898,004.00
79,741,631.79
47,615895.04
17.764,260.75
16,762,762 .54

7,293,949.92

937,589.69

8,053.013.97

270,785.444.59

{80,317,103.70

16G,832.00
354,295,031.75
44,282,162.42
54,236,047.24
21,692.9%7.05
28.943,580.76
32,734,406.37
6,824,538.04
93,619,846.57

198.281.949.94
40,058,311.79
43,825,060.48
9.761.639.57
27.225.319.99
65,084,956.35
68,965,853.40
61,632,281.52

636,780,442 20

714,835,373.04

2,930,278,244.34

2.868,095317.72




Common Equity

LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBY

Common Stock - Without Par.....oinnnns
Comrmon S10ck EXPense. ..o vaeas
Paid-In Capital. ...
Other Comprehensive Income.......ovvveeiieiiinincan,
Retamed Earmings. ..o s saneaeneaans

Total Common Equity. s

Long-Term Debt
Pollution Control Bonds

PCB Y IC 05/01/00 Due 05/01/27 VARY..ccoiirvvvnren- o
PCB Z JC 08/01/00 Due 08/01/30 VARY..oveeeene
PCB AA IC09/11/01 Due 08/01/27 VAR%..............
PCB BB JC 03/06/01 Due 09/01/26 VAR%......occn.. .
PCB CC TC 03/06/01 Due 09/01/26 VAR%..cocovevenes .
PCB DD JC 03/22/01 Due 1101727 VARY0ecceeeee
PCB EE TC 03/22/01 Due 11/01/27 VARY.cercvivnna s
PCB FF TC 10/23/02 Due 10/01/32 VARYcccvierrne
PCB GG JC 11/20/03 Due 10/01/33 VARY.cccconvvivnees
PCB HH JC 04/13/05 Due 02/01/35 VARY..cccoverremne e
PCB JC 04/26/07 Due 06/01/33 VAR ccveivnieececeecnes
PCB JC 04/26/07 Due 06/01/33 VARY..ccovnvnnvscnnvecnn
PCB TC 04/26/07 Due 06/01/33 VAR covviivnvinrennnes

Total First Mortgage Bonds......

LT Notes Payable to Associated Companies.............

Total Capitalization......ccvevee.e-
ST Notes Payable to Associated Comp

anies

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

Total Capitalization and Short-Term Debt................

JUNE 30, 2007

AUTHORIZED

SHARES

[SSUED & OUTSTANDING
SHARES

AMOUNT

75,000,000

Not Limted

21,294,223

425,170,424.09

(835.,888.64)

40,000,000.00

{4,219,581.00}

625,284,403.30

1,085,399,357.75

25,000,000.00
83,335,000.00
10,104,000.00
22,500,600.00
27,500,000.00
35,000,000.00
35,000,000.00
41,665.000.00
128,000,000.00
40,000,000.00
31.000,000.00
35,200,000.00
60,000,000.00

574,304,600.00

363,000,000.00

2,022,703,357.75

87,186,000.00

2,108,889,357.73

PERCENT OF TOTAL
CAPITAL &
ST DEBT CAPITAL
51.44 53.66
27.22 28.39
17.21 17.95
95.87 100.00
4,13
100.00



LOUISVILLE GAS AND ELECTRIC COMPANY

Account = Sybsidiary Account

UTILITY PLANT
At Original Cost. . . . .

Reserves for Depreciation and Amomzatmn .

Electric

Gas .

Common
Amortization of Plant
Electric

Gas . .
Common.

INVESIMENTS - AT COST
Nonautility Propesty. ... ..
Nenutility Property Reserve.
Chio Vailey Electric Corporation
Special funds

CASH .
JP Morgan Chasc e
BB&T
Town and Counﬁy Bank
US Bank ... ...
Bedford Lown and Depusu Bank . .
Farmers Bank .
Meade County Bank . . . .

OTHER SPECIAL DEPOSITS. . . .
MAN Margin Call

TEMPORARY CASH INVESTMENTS
Other.. .. ... .

ACCOUNTS RECEIVABLE - 1 ESS RESERVE .
Working Funds
Customers-Active
Wholesale Sales . ..
Transmission Sales.
Unbilied Revenues.
Empioyee Computer Loans
Damage Claims... .. ..
Officers and Employees.. .
Tax Refunds. .
IMEA.. ..
IMPA
Other ..
Reserves for Uncollemblc Accuunts
Utility Customers
Reserve. .
Accruai .
Charged Off. .
Recoverics ..
AR Mlscci!nncnas
Interest and Dividends Rccewah[c .
Rents Receivable

TRIAL BALANCE - GENERAL LEDGER
JUNE 30, 2007

Balance

Subsidiary Account

ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES .

E ON US Services/Kentucky Utilities ..
FUEL.

Cm\l I 273 ‘}?? 00 Tuns 0536 10 MMBTU 29 558 199 14 @ ]55 6%55

Fuel Oil 205,290 Gallons @ 159 92¢
Gas Pipeline (7,151 00) MCF @ $8 64 .

PLANT MATERIALS AND OPERATING SUPPLIES .

Regular Materials and Suppiies
Limestone 32,681 91 Tons @ 36 50.

Balance as Shawn
On_Batance Sheet

4,192,953,134 24

{1,533,106,866 34)

(200,666,476 35)
(64,374,590.63)

(100 00)
{800 00)
(18,570,499 31)

75,239 56
(63,360.36)
594,286 00

23,832,287 51

4,161,755 63
11,699 45
19,484 90

960,562 957
16000
14,000.00
62,032 88

753,695.714

3503076

21,280 00
73,762,176.37
4,350,081.35
200,022 19
46,668,000 00
1§1,538 .69
718,874.92
1.41
3,040,438 57
2,120,809 85
2,206,858 39
2,508,089 28

(1,131,261 00)
(819,585 20)
2,078,814 56
(1,259,229.36)
(589,623.00)
29,201 34
741,710 67

32,345,759 70

45,994,528 B0
328,300 38
(61,793 .16)

25,088,242 98
212,356 10

4.192,953.134 24
{1,816,719,332 63)

24,438,452 71

5,225,631 83

753,695.74

35,050 76

128,758,199 03

32,345,759 70

46,261,036.02

25,301),599.08



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

JUNE 36, 2007

Account - Subsidiary Account

STORES EXPENSE. .
Stores Expense Undistributed

GAS STORED UNDERGROUND - CURRENT .
Gas St Underground*3.760.79% MCF (14.73 psia) @ 57 85

ALLOWANCE INVENTORY
Allowance lavestory

PREPAYMENTS
insurance . .
Franchises .
Rights of Way. .
Risk Management and Worktrs Cumpensatwn
Vehicle License . L
Qther

MISCELLANEQUS CURRENT ASSETS
Miscellaneaus Current Assels
Dierivative Asset - Non-Hedging

UNAMORTIZED DEBT EXPENSE
Pollution Control Series Y due May [, 2027 .
Poilution Contro] Series Z due Aug. 1, 2030,
Poltution Cosntrol Series AA due Sept. 1,2027 . . . o
Poliutior Centrol Series BB due Sept 11,2026 . . . , e
Pollution Control Series CC due Sept 1, 2026.. .. ‘
Pollution Comtrof Series DDy due Nov 1, 2027, .. . . .. . ..
Pollation Consrol Series EE due Nov. 1, 2027 .
Pollution Control Series FF due Oct. 1, 2032 .
Pollution Control Series GG due Oct 1, 2033 .. .
Pollution Control Series HH due Feb. 1. 2035
Pollation Control Bonds due Jun £, 2033, .. . . : e
Pollution Conteot Bonds due Jun §, 2033 ... . .. e .
Polution Control Bonds due Jun. 1,2033. . . . . .

UNAMORIIZED LOSSONBONDS . .. . . ... ..
Refinanced and Called Bords .

OTHER DEFERRED DEBITS . .

DEFERRED REGULATORY ASSET
Asset Retirement Obligations
Electric..... ... ..
Gas......... .
Common . . .
Pension & Postrellrcmem Benefts
ECR Ash Hauling
MISO Exit Fee. ..

ACCUMULATED REFERRED INCOME TAXES ...
Federal
Electric. . e
Gas. . . . e R
State
Electric . ... . .
thtmg Qut Defcm:ct Tax Assels

® Excludes: $ MCF
Non-recoverable Base Gas  9,648,85500 7,880,000
Recoversble Base Gas 2.139.990.00 2,930,000
11,788.845.00 10,810,000

Total Assets and Qther Debits. e
8

Balance
Subsidiary Account

4,523,641.09

29,041,676 14

13.394 11

1,556,774 29
147915 61
280,600 03

90,000.60
36,028 62
621,698 83

2.746.90
194,682 72

473,962 49
883,570.99
400,086 00
189,220 36
20581923
222,519 02
222,612.67
930,098 48
3,083,565 95
1,010,310 40
513,625 72
472,519 30
1,041,403 33

19,591,780 03
44,542,168 70

18,195,999 09
4,983,832 00
22,407 35
126,288,471 00
2,800,502 62
13,139,016 40

36,892,841 77
6,411,654.98

7,023,102 25
865,901 57
(35,989,592 00)

Balance a5 Shown
On Balanee Sheet

4.523.641 09

29,041,676 14

13,394 11

2,732,417 38

197,429 62

9,649,373 96

19,591,780.03

44,542 168 70
165,430,228 40

15,203,908 57

2,930,278.244.54

2,930,278,244.54

LT



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

COMMON EQUITY.
Common Stock. . ..
Retained Earnings. ... . -
Common Stock Expense
Additienal Paid-In Capital .
Other Comprehensive Income.

BONDS. .
Pol!utmn ControE Bonds

JUNE 30, 2007

LT NOTES PAYABLE TO ASSOCIATED COMPANIES ...

5T NOTES PAYABLE TO ASSOCIATED COMPANIES
Money Pool Payable. .

ACCOUNTS PAYABLE. ...
Regular. . . e
Salaries and Wages Accrued
Nongualified Savings Plan... .. .. ...
Tax Collections - Payable ..

ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES.
E ON US Services/Kentucky Utilities ... ............

CUSTOMERS' DEPOSITS .. ..o
Customers' Deposits ... oo o

Taxes Accrued ... .. v e

Loan Agreement - Pol. Cont. Bonds 2000 Series A .. ... ... L.l

Loan Agreement - Pol. Cont. Bonds 2000 Series A-TC ... ...

Loan Agreement - Pol. Cont. Bonds 2001 Series A . ... o
Loan Agreement - Pol. Cont. Bonds 2000 Series A . s e
Loan Agreement - Pol. Cont Bonds 200] Series A-TC.....

Loan Agreement - Pol. Cont Bonds 2001 SeriesB ... . i i
Loan Agreement - Pol. Cont. Bonds 2001 Series B-TC ... i

Loan Agreement ~ Pol. Cont. Bonds 2002 Series A-TC .

Loan Agreement - Pol. Cont. Bonds 2003 Serfes A ...

Loan Agreement - Pol. Cont. Bonds 2005 Series Ao

Loan Agreement - Pol. Cont. Bonds 2007 Series A .. .. o na
Loan Agreement - Pol. Cont Bonds 2007 Series B v i

Loan Agreement - Pol. Cont Bonds 2007 Series A . .
Interest Rate Swaps. .. ...

Fidelia. ... .. . .

Customers' Depasats

ST OBLIGATIONS UNDER CAPITAL LEASES .

MISCELLANEQUS CURRENT AND ACCRUED LIABILITIES. . . ... .. .

Customer Overpayments. .. ..o o

UK Emission Research Grant . .. e e

Vacation Pay Accrued...

Unearned Revenue.. ‘ U
Derivative Liabthhcs Ncm Hedgmg
Postretirement Benefits - Current. ...

Other. ... ...

Balance
Subsidiary Account

Balance as Shown
On Balance Sheet

425,170,424 09
625,284,403 30
(835,888.64)
40,000,800.00
(4,219,581.00)

574,304,000 .00
363,000,000.00

87,186,000.00

76,098,331.29
2,554,640 54
352,533.97
1,300,450 97

61,833,841 48
18,740,803 30

4,341,946.21

26,041 67
281,487 13
3,402 .84
136,750 69
167,135.73
68,868 .49
68,868 79
143,190 62
146,666 67
24,333.34
6,458.35
7,333.36
237,666.64
133,719 61
5,056,778 34
737,158 88

388,302.00

2,581,285.64
250,000 00
4,799,673 82
309,558.50
435,194.26
2,248,334.00
116,683 46

1,085,399,357.75

574,304,000 00

363,000,000.00
87,186,000 00

80,305,956.77

61,833,841 48

18,740,803 30

4,341,946 21

7,247,865 15

388,302.00
10,740,729 68



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

LT OBLIGATIONS UNDER CAPITAL LEASES . ... ..
CUSTOMERS' ADVANCES FOR CONSTRUCTION. ... ..

Line Extensions

Fleetric. . ... e

Customer Advances - Arena. ..

Other .. ‘ .
ASSET RETIREMENT OBLIGATIONS

Electric . ...

Common. .. . ...

OTHER DEFERRED CREDITS
Other Deferred Credits. . ... ..

REGULATORY LIABILITIES ...
Asset Retirement Obligations
Electric ... ..
Gas.. . ...
Deferred Taxes
Federal

Gas..... .
State

Electric. ...
Gas ..o

MISO Schedule EO (‘harges S
INVESTMENT TAX CREDIT.... v i

Job Development Credit

Electric.....

Gas . [P
Advanced Cual Crcdlt

ACCUMULATED DEFERRED INCOME TAXES... . ... . .

Federal

EIECLFID. o 1o e oo oot ot oem e oot me 1 ot T s e e

COMITION. oo e e e o
State

Common ... ...,
Netting Out Deferred ”Fax Llablhncs

MISCELLANEOQUS LONG-TERM LIABILITIES ... .. ..

JUNE 30, 2007

Pension Payable. . ..o e

Workers' Compensation. . ...

Post Employment Benefifs .o v v i

Uncertain Tax Positions ..

ACCUMULATED PROVISION FOR BENEFITS..... ... ... e e
Postretiterment Benefis.. .o o e e

Total Linbilities and Other Credits ... . . e

16

Balance
Subsidiary Account

Balance as Shown
On Balance Sheet

160,832 00

799,072 49
7,751,187 43
12,872,737.13
270,000 00

21,354,108.42
7,564,477 95
24,994 39

32,734,406 37

212,749.61
82,649 88

27,846,617.75
1,650,050.50

18,994,203 00
2,664,816.50
2,784,960.00

34,853,448.37
1,228,714.05
8,200,000.00

291,105,595.1%
42,768,800.77
(54,580 G0}

49,783,036.46
6,683,188.33

(1,417 00)

(35,989,592 00)

(3,967,637.00)
6,098,714.04
3,620,043 00
1,073,418.00

93,619,846.57

160,832 00
21,692,997 05

28,943,580.76

32,734,406 37

54,236,047.24

44,282,162 42

354,295,031.75

6,824,538.04

93,619,846.57

2.930,278,244.54

2,930,278,244.54




LOUISVILLE GAS AND ELECTRIC COMPANY

STATEMENT OF CASH FLOWS
JUNE 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES

NEE IMCOMIE. 1 ee e e s e e 5o e

Ttems not requiring (providing) cash currently:
DEPIECIALION . ... oo e e e e e e e e
Amortization ... .......
Deferred INCOMIE 1AXES - ML .o oo oot ittt
Investment 13X Tt - MBL .o e e
L1317 ST STV S USRS

Change in TECeIVADIES ..o e s e e

CRANZE I0 IAVENTOTY 0o e cirr 1o oot o5 a8 S o i it e

Change in alloWanee IMVEIOIY ....cvv wmvi o ian s as s v 00 b vt
Change in payables and accrued EXPENSeS ... i i e
Change in other 1egUIAOTY @SSEES w. v v vem s e i sttt se s e e

Change in other regulatory labilities....... ...

Change in other defermed debits. ... v s e e
Change in other deferred CrediS . ..o v i ass s s s

Other. v ecinens

Net cash provided (used) by operating 8ctivilies. ... sivin i v i s

CASH FLOWS FROM INVESTING ACTIVITIES

Gross additions to utility plant - construction expeRHUIES. ... vve v s cnramanonrine

Change in long-term Mvestments. ... oo

Change in restricted cash. . oo i et

Net cash provided (used) by investing activities......covvr et

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of long-term debt. ... .. i e
Net increase i Short-{erm debt. oo et s a1 ene s easemecam et et
Net increase in short-term capital lease oblZatONS ... . voveeemcco e
Net increase in long-term capital lease obHZAtIONS. . v e ciianns e e
Payments for retirement of long-term debt. ... i e

Payments for retirement of preferred stock. ..o

Net decrease i Short-term debt. .o o i s s
Dividends on preferred stock..... i e

Dividends on common StocK.........vovieeenn

Net cash provided (used) by financing activities....... .o vivmimsrsmo e
{ET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ....oocconvnniiinn
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD..... oo vinieieninas

CASH AND CASH EQUIVALENTS AT END OF PERIOD........

11

Year to Date

2007 2006
55,650,382 32 50,024,801 62
59,375,718.50 58,594,671 67

3,193,841 47 2,817,795.84
6,492,629.11 (9,315,530.07)
3,211,925.28 (2,033,586.79)
3,380,648 18 5,940,440 09
23,457,542 81 125,651,054 38
45,268,906 .60 79,746,697 41
2,008.89 2,846 05
(78,307,446.54) (70,748,559.77)
(1,810,524 92) 5,912,047.72
(1,134,523 62) 1,931,642.38
(8,190,257.00) (4,723,008 83)
(18,543,628.92) 23,450,761.13
4,068,466.52 (3,751,524.51)
96,115,688.68 263,500,548.32
(85,980,096 90) (65,770,866.62)
545827 (317,435.17)
(8,980,135.34) 2,785,764.28
(94,954,773.97) (63,302,537.51)
261,799,471.38 (1,821.17)
19,362,000.00 .
388,302.00 -
160,832.00 -
(126,000,000.00) -
(91,643,112.60) .
- (140,347,000.00)
(4,416,711.93) (1,687,682.38)
(65,000,000.00) {60,000,000.00)
(5,349,219.15) (202,036,503.55)
(4,188,304.44) (1,838,492 74)
9,448,987.03 7,098,682.48
5,260,682.59 5,260,189.74




Enterest On Long-Term Debt

Eoan Agreement - Poll. Control Bonds
1992 Senes A VariabiB....ooeeccieeeevnasasennsanyen e
1992 Sertes A Variable TCo.onocoriiceeccrcee e
1993 Series A Variable Rate..coecoeicvneeecnen.
1995 Senies A £5.90%) v
2060 Serzes A Variable Rate. ...
2000 Sertes A Variable TC.......cococceieiiinnnnn,
20 Series A Vagiabie Rate...oovvivvennnvnnnnnnans
2001 Senes A Variable Rate.....
2001 Series A Variabie Rate TC...
2601 Series B Veriable Rate......
2001 Seres B Vanable Rate TC
2002 Series A Variable Rate TC...
2003 Series A Variable Rate v niniiannnnns
2005 Sertes A Variable Rate.oiiveniineenneenns
2067 Sertes A Variable Rate.oevevecvecceeeineenn
2007 Sertes B Varizble Rate {4.6%) o cvierceveeeans
2007 Serses A Variable Rate
Interest Rate SWaps......ccoovvvevcnemreiaianiinnns

Notes/Debentres. .ooovvuvuvisiervreeeasraessssassnnns

Fidelit. v vvnveanrrrrere it v e e s er s snes

Tl et ivvressrariersonssenaease e mesasse s s s o b be eaeerenn

Amortization of Debt Expense - Net
Amertization of Debt Expense...oirinnc i,
Amort. of Loss on Reacguired Debt..ninnneeo .

Other Interest Charges
Customers' Deposits........cocevveereovmeersicievacn e cens
Federa] income Tax Deficiencies..
Other Tax DefiCIenties. ..o
Gas Refunds..ooecrnvsrnnicviee s e
Interest on Debt to Associated Compantes .........

THAL e ceeccermr s ire e eananes

Total INterest e e

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

JUNE 30, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
(114,608.96} 90,575.34 350,482.41 518,657.23 925,322.98 959,254.17
(221,983.00 177,928.77 670,142.71 996,312.28 1,758,614.21 1,830,230.12
(130,235, 14) 107,046.58 392,885.10 583,529.23 1,037,074.02 1,069,048.15
78,125.01 71.875.01 459,062.49 414,562.55 915,451.39 748,756.05
263,894.17 248,037.37 1,532,090.83 1,376,036.79 3,152,183.20 2,603,260.17
32,217.73 27,743.90 188,984.12 167,487.84 378,610.91 304,571G6
69,534.25 68,794.51 408,190.44 375.830.14 817.360.31 684,969.20
84,986.29 84,082.19 499,143.84 459,347.94 998,995.90 §38,674.68
167,684.94 108,452.05 635,542.49 393,323.98 1,277,979.48 1,085,666.43
167,684.94 108,452.05 635,542.78 593,005.50 1,271,979.76 1,083,616.43
134,241.21 125,288.3% 768,365.38 687,626.62 1,528,373.70 1,260,982.67
396,622.22 362,559.99 2,332,444.49 2,059,623.11 4,657,585.82 3,735,534.22
i19,277.79 11536111 722,172.22 644,194.40 ,429,838.88 1,156,405.46
95,368.06 - 203.973.13 - 203,973.13 -
108,631.12 - 237,795.56 - 237,795.56 -
230,000.00 B 566,000.00 - 506,000.60 -
133,719.62 144,410.76 782,666.00 [,177,657.89 1,544,773.48 3.012,523.96
3,175,508.00 - 3,175,508.00 - 3.175,508.00 -
1,619,570.56 911.875.01 7.251,903.37 5471,250.06 12,723,153.43 10,942,5G0.10
- 104,036.46 345,972,235 624,218.70 933,472.25 1,248.437.46
6,290,148.48 2,856,519.49 22.099,067.61 16,742.664.32 39.481,106.42 32,564,524.33
32,736.90 34,054.02 199.416.38 204,324.12 403,740.50 407,139.15
86,622.77 85,136.01 515,276.43 510,816.06 1,026,092.49 1,621,68{.21
1i9,359.67 119,190.03 714,692.81 715,140.18 1,429,832.99 1,428,820.36
74,816.01 74,007.69 470,035.74 442 555.64 §29,960.29 857,483.9¢
- - (L058,734.30) 902,151.60 383,125.68 902,151.0G
1,267.00 - 3.058.71 213.87 3.058.71 769,385.87
475,76 - 2,854.56 - 5,233.36 .
339,792.54 (34,675.46) 1,597,624.03 1,029,337.69 2,430,944.01 2,385,008.58
639.45 - 8,581.56 - 8,581.56 -
416,991.16 39,331.63 1,023.420.29 2.374258.20 3,760,901.61 4914,029.35
6,826,499.31 3.015,041.15 23,837.180.71 19,832,062.70 44.671,843.02 38,907,374.04




LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

JUNE 30, 2007
Current Month Year To Date
Kind of Taxes This Year l.ast Year This Year Last Year
Taxes Charged to Accounts 408.1 and 409.1
Property Taxes....wesrnrrimseerssesesssessiseerssenseerens 1,419,337.51 [,168,176.44 7.642,970.51 6,891,240.88
UnemMplOyImEnt . ettt s ssrsrensaseresesssasans 4,643.76 14,989.68 93,291.49 10242423
Federal Old Age and Survivors Insurance............... 501,357.40 254,544.90 3,056,377.48 2.959,626.06
Public Service Commussion Fee....icainon 158,705.97 138,116.55 952,235.72 828,699.50
Federal IMCOME ... ceceerecresressnsen s e enmm s esssse 3,486,229.14 4,208,534.34 20,428.612.85 34,272918.67
S1atE ICOME ciiiviiairrenrrrersrrerssrrssssmerenessasssssssassassanes 568,175.39 2,944,605.83 3,935.925.72 6,596,009.84
MISCEHAMEOUS. ..ocv e cvrerirere e e e srasessssressesrassnsrneranses - (151,173.69) 7,548,271 (141,404.66)

Total Charged to Operating Expense...........

Taxes Charged to Other Accounts

Taxes Accrued on Intercompany Accounts.........

Total Taxes Charged

Kind of Taxes

Property TaXes. ..o

State Unemployment
Federal Unemployment
Federaf Old Age and Survivors

Federal Income

G1a1E INCOMIE e icteerivrrirmraesersresrnarenestssscsstasssnsnrensansane
Kentucky Sales and Use Tax
MISCEIIANEOUS.....evsvcrervarveresrisrssearassesssesspessarmaseasasens

a1 71 ROy USO PRSP

6,138,489.17 8,577,794.05 36,116,961.98 51,509,514.52
288,666,533 577,700.35 290,745.68 919,298.68
{204,041.23) (205,450.10) {1,229,872.67) {1,211,563.07)
6,223,114.47 8,950,044.3¢ 35,177,834.99 51,217,250.13
ANALYSIS OF TAXES ACCRUED - ACCOUNT 236
Taxes Accrued’ Accruals Payments Taxes Accrued
At Beginning To Date To Date AtEnd
Of Year This Year This Year Of Month
13,925,969.24 7,699,367.00 13,983,118.77 7,642,217.47
18,782.64 25.481.56 37,339.69 6.924.51
29,205.50 23,860.24 52,334.22 731.52
361,717.23 2,629,073.44 2,814,658.39 376,132.28
6,350,985.46 19,349,461.93 35,578.314.20 (9,877,866.81)
7,726,946.43 3,739,453.17 5,519,810.00 5,946,585.60
10,878.70 1,641,526.09 1,405,187.15 247,217.64
0.37 69,611.56 69,611.93 (0.00)
28,624,485,57 35,177,.834.99 59,460,374.35 4,341,946.21

13



UTILITY PLANT IN SERVICE

Electric
Intangible......coooiiii
Steam Production........oooiiiiiiiinnin i

TTARSTIISSION. v varanr e s virnenrnrasrncrmeciessiaesres
DIt bULION. . e
GEneral. .o

Total Blectic. v e

Gas
Intangible. ....ooovriiii e
Natural Gas Storage Plant Underground.........
TTanSIISSION. v ie e e aaaiiieianennnennnecneaansnes
Distribution......oooiiiii

General. ..o
Gas Stored Underground Non-Current...........

Total Gas....ccoviiiriviiicre it ceraeeveannens
Common

Intangible........oo
L (271~ v | PO

Total CoOmmMOM. .o vvriiiiiiicii i eriaraenaes
Total Plant in ServiCe. . .ooviiiiiiiinirncerieenen

Construction Work In Progress

LOUISVILLE GAS AND ELECTRIC COMPANY

SUMMARY OF UTILITY PLANT - UTILITY PLANT IN SERVICE

JUNE 30. 2007

NET BALANCE TRANSFERS/ BALANCE

FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS  NET ADDITIONS TO DATE
2.340.29 - - - - 2,340.29
1.945,257,925.33 8,959,414.22 (1,661,932.89) (863.74) 7,296,617.59 1,952,554,542.92
17,884,886.35 66,269.19 - (6.50) 66.,262.69 17.951,149.04
225.436,782.99 43,431.44 - . 43 ,431.44 225,480,214.43
240,067,695.28 11,654,346.38 (413,644.40) (3,177.21) 11,237.524.77 251,305,220.05
754,284,748.12 4,408,473.32 (4,203,332.46) (60,096.92) 145,043.94 754,429,792.06
16.886,738.80 31,931.13 (275,858.33) (36,652.65) (280,579.85) 16,606,158.95
3.199,821,117.16 75.163,865.68 (6.554,768.08) (100,797.02) 18.508,300.58 3,218,329.417.74
1,187.49 - - - - {,187.49
61,048,289.77 270,404.57 (63,177.02) - 207,227.55 61,255,517.32
12,894,091.35 7,816.74 - . 7,816.74 12.901,908.09
440,120,789.38 986,647.10 (49,149.26) (2.319.15) 935.178.69 441,055,968.07
10,346,233.87 293,280.81 (1,571,058.35) (33.407.63) (1,311,185.17) 9,035,048.70
2,139,990.00 - - - - 2.139,990.00
526.550,581.86 1,558.149.22 (1,683,384.63) (35.726.78) (160,962.19) 526,389.619.67
28,877,505.07 2.476,751.37 . - 2,476,751.37 31,354,256.44
150,813,423.54 1,389,736.39 (1.586,995.32) - 1,802,741.07 152,616,164.61
179.690.928.61 5.866,487.76 (1,586,995.32) - 4,279,492.44 183.970,421.05
3,906,062,627.63 32,588,502.66 (9,825,148.03) (136,523.80) 22,626,830.83 3,.928,689,458.46
154,377,558.86 33.456,649.11 - . 33,456,649.11 187,834,207.97
54,810,960.24 13,050,125.73 - . 13,050,125.73 67.861,085.97
8,684,890.86 (116,509.02) . - (116,509.02) 8,568,381.84
217,873,409.96 46,390,265.82 - - 46,390,265.82 264.263,675.78
4,123,936,037.59 78,978,768.48 (9.825,148.03) (136,523.80) 69,017,096.65 4,192,953,134.24

14



RESERVE FOR DEPRECIATION OF UTIATY
iife Reserves
Bleetne............

Electric - ARQ Steam..

Electnic - ARQ Hydro..
Electnc - ARQ Gther Production. ..
Electne - ARO Transmission. .
Eiectrie - ARO Distsibution.
Gas..
Gas « ARO Underground Storage. .
Gas - ARO Distribution. ...
Commas - ARO.
Commoft. ...

Total Life Reserves For Deprecianon OF
hility Plant in Service............. [

Salvage Rescrves
Steam Production ..
Hydro Froduct:on,
Other Productron..
Teansmisston..,
Distribution. ..
Distribution General.......
Gas Stored Underground.
Gas Transenission. .
Gas Distribution...
Gas Generol..,

Common......

TFotal Salvage Reserves For Depreciation Of
Ehility Plantin Service. ... ooveen s

Total Reserves

Comman.

Total Reserve For Deprecinngn OF
Utility Plant In Service........l S,

Retirement Work in Progress
108064

Tod 1GBO0L RWIP. . ..

108301

Totad 168501 RWIP.. ...

Ta RWIE. ..

YTD Activity........_. e

Amnoertization
Electre..

Gos. ...
Commen...

Total Reserve For Amonization OF
Utility Plant fn Service. ..o

Total Reserve For Depreciation and

Amartszstion - Utiity Plast dn Service ..

Utility Plant at Original Cost Less
Rescrve For Depreceation and Amortization. ...

LOUISYILLE GAS AND ELECTRIC COMPANY
SUMMARY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PLANT

JUNE 3, 2007
NET 8ALANCE TRANSFER/ RWIP COST OF OTHER BALANCE
FIRSE OF YEAR ACCRUALS RETIREMENTS ADJUSTMENT TRANSFERS OUT REMOVAL SALVAGE CREDITS TG DATE
(£,299,559,281.79) {42,027,993.08) 6,554,768.08 (5.892,566,541  (1,340.925,013.29}
(2,049,6§4.55) (76,948.93) . . {2.126,563.48}
{15,828.80) (141.96) (16,570.76}
{108,105.20) {5.043.12) (113,148.32}
(2,165.47) (8297 {2.248.44)
{12,001.89) (182.82) . {12,184.71)
(148,577,916.87) (5,200,747.15) 1,683,384.63 {152,095,279.39)
(392,040.25) (4,541.64) . {196,581.89)
(19.161.73) {54.44} (19,156,171
{1,130.96) (17.16) - {14461
(62,084,425.21) {3,783,240.97) 1,986,995.32 (64,280,670.86
{3,512,821,612.72) (51,099,594.20) 9,825,148.03 (5,892,505 54)  (1,5%9,988,565.43}
(46,966,253.01} (2,862,372.99) 589,170.60 {245,427.65) {49,484,883.05)
(52211314} E - . (522,713.14)
(2,093,564.72} . . (2.093,564.72)
(16,367.877.32) (540,737.83) 412,231.37 . (16,496,383.98)
(132.166,536,49} (3.033,407.38) 1,802,518.86 (57,261.41) 133,454,586 43)
89,695.45 9,465,712 487,32 99,647 49
249,305.84 {113,051.71) 18,102.09 154,356.22
{2,644,672.08 (51,969.09) . . (2,696,641.17)
(41,366,815.37 {2,128,600.75) 16,041.73 (4,580.74) (49,363,955.13)
148,518.46 17,038.28 . - 165,557.74
(354,438.62) (31,699.78) 174,932.15 {211,205.65)
(247,935,370.00) (8,735,336.53} 3,673,604.52 (307,269.80) (253,904,371 81)
(1,499,774,246 93) (48,538,046.32) 6,554,768.68 2,804,567.95 (302,689.061 {5,892,506.54)  {1,545,148,212.87)
{19%,%42,720.00) {1.481,926.50} 1,683,384.63 94,143,831 {4,58074) (304,251,699.79)
{672,440,014.79) {3,814,957.91) 1,586,995.32 174,952.75 (64,493,024 63)
(1,760,756,982.72) {59,834,930.73) 9,825,148.03 3,073,604.52 (307,269.80) {5.892,506 581 (1,813,892,937.24)
3,768.495.16 {1,154.605.95) (963,025.03} (12,044.61) 457 .82 17,108,483 1,636,422.2%
{465,950,02) 620,863.56 (42,658.23} 1791415 - . 136,169.46
{502,243 45) 567,920.37 (24,751.64} {60,659.86) (19,734.58)
2,800,302.69 (5.422.0%) {1.030,432.50} (54,790.32) 497 81 37,161 .83 1,746.857.69
§,273,600.70 6,244,184.17 4,163,572.61 (6,336,515.47) {194,851.83) (1,772,663.95) 10,404,924.27
1,107,219.25 158,479.08 (28,589.07 177,944.72 . . 3,455,053 98
(4,637,184.09} (5,698,720,60) {8,378.87) 10,479,652.09 2,500.00 $38,168.58
6,743,635.86 743,842 65 4,156,604.72 4,318,081.38 (192,053.83 (1,772,063.95 13,998,146.83
9,543,938.55 738,120.62 3,126,171.82 4,263,791.06 (151,556.01} (1,734,962.12} 15,745,063 92
(1,751,213,044.17} (59,834,930.73) 9,825,148.03 738,120.62 3,126,171.82 7,336,895.58 (458,835.81) (7.627,468.66)  (1,798,147.933.12)
(100,00} ($00.00)
(80000} . R08.06)
{15,376,657.84} {3,193,841.47} (18,570.492.31)
{15,377,557.84) {3,193,841.4T (18.571,399.31)
{3,766,590,602.01) {63,028,772.20) 9,825,148.03 738,120.62 3,126,171.82 7,136,895.58 {498,825.81) (1.627,468.66)  (1,816,719,332.61

1,357,145,415.58

2,176,231.801 61
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Electric Operating ReVEnUes. ..ccovrver e nisnnnnnnnns
Gias Operating ReVeRues. . .o

Total Operating RevEnUES..c...vvvviririerrrenn e

Fael for Electnic Genemiion. .o iiaenriaenarrvariam
Power Purchased
Gas Sugply Expenses... .
Other Operation Expenseso o veiveinrrernmmmcenes
Maintenance.
Deprecistion......
Amortization Expense..
Regulatory Credits. ..o
Taxes
Federal Incomg........
State InComt. e
BDeferred Federal Income - Neto.oooiivniiiicrinmimen
Deferred State Income » Nebo e convevcicicnrnnraen
Federal Income - Estimated.
State Income - Estimated..
Property and Oher. . e roeenmcacniusmasrss
investment Tax Credit,
Amortization of [nvestment Tax Credit....
Gam from Disposition of Allowances...
ACCIEton EXPense. .. oeeieerinriniec e

Tatal Operating EXpeases... oo v vreicvvnrmrasr s

Net Operatsng OOt ere e evr e re e rcrmnneeees
Other Income Less Deductions.........ovvivnimeeeion

{ncome Hefore fnterest Charges...ooiiiinnnn
Interest on Long Temm Deblon e

Amortization of Debt Expenge - Net.
Other Interest Expenses,

Total Ilerest CRArges. .o vercicciissiviiiracrrrenssons
Net Inc Before Cumudstive Effect of Acctg Chg.........
Cumuiative Effect of Accounting Change Net of Tax...
Met Income. ... v e
Preferred Dividend Requisemems. e coeeeecsiniinn

Earmings Available for Common.........o..iiiinniann

LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

MAY 31,2007
CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
73,375,945.77 76,011,658.26 (2.635,712.49) (3.47)
15,003,33009 16.465.446.70 (1.461,516.611 (8.88)
B8,379,875.86 92.477,104.96 (4,097,229.10) {443)
26,870,152.80 24,238,307.11 2,631,845.78 10.86
5,713,167.84 16,674,376.37 (4,961,208.53) (46.48)
8,862.386.30 11,721,551.74 (2,859,165.44) {24.39)
16,051,856.62 16,170,883.31 (119.026.69) {0.74}
7.609,357.74 8,023,503.25 (41414551 (5.6}
9,787,420.55 9,782,259.19 5,161.36 0.05
540,719.87 450,406.10 90,319.77 20.65
{163,026.95} (132,236.58) (10,790.37) 7.89
285111718 1,338,666.62 512,430.56 2191
543,069.93 519,703.70 13,366.23 4.50
i,889,120.23 1,947,105.38 (57,985.15) {2.98)
(329,242.00) (335,135.00) 5,897.00 {1.76)
148,341.13 137,606.12 16,735.01 7.80
80,374,441.33 25,516,.587.31 (5.142,545.98) (6.01)
8,005,434.53 6,960,117.65 1,045,316.88 15.62
725.670.95 311,724.81 413,946.14 132.79
§,731,105.48 7,271,842.48 1,459,263.02 20.07
3,561,880.16 2,925,567.84 63631232 2175
119,095.63 115,190.63 (94.46) {0.08)
715,108.24 87.690.35 627,418,389 715.49
4,396,085.03 3,132.448.22 1,263,636.81 40.34
4,335,02045 4,139,394.24 193,626.21 4.73
4,335,020.45 4,139,394.24 195,626.21 473
5,000.00 312,529.90 (367.529.90) (98.403
4,330,020.45 3,826,864.34 503,156.11 i3.15




LOUISVILLE GAS AND ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

MAY 31,2007
YEAR TO DATE
THES YEAR {ASTYEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT k0

Flectric Opernting Revenues...... e 362,174,397.15 349,723.470.54 12,430,926.61 3.56
Gas Opermting REVENUES.....uoe v i 190,621,089.29 242,105,474.54 {51,484,385.25) (21.27)

Total Operaung Revenues 552,795,486.44 591,828,945.08 (39,033,458.64) {6.60)
Fuel for Elecinc Genemiom. .. iaceaeneenns §27,807,157.65 108,147,884.27 19,659,273.38 18.18
Power Purchased 36,163,597.41 46,015,354.16 (9.851,756.79) {21450
CGas Supply Expenses... 140,055,682.41 193,830,863.87 (53,775.171.46) {27.74)
Other Operation EXPenses. . e mvvinessnann 75,128,076.48 78,256,547.98 (3,128,471.50) (4.00)
Mamzesance 31.618,436.89 31,953,014.92 (334,578.03) (1.0%
Deprecaation...... 48,981,745.82 48,726,980.19 254,765.63 0.52
Amortizaton Expense. . 2,643,533.82 2,309,386.67 334,147.16 1447
Regulntory Credits....cocoooeeeei i, (799,555.39 (761,182.84) (38,372.55) 504
Taxes

Federal eomt e oo cremmrmeenreceemnete s e e 14,908,503.13 23,177.023.97 (12,268.520.84) (52.93}

State ncome - 2,117,399.64 2,120,879.48 {3.479.84) (0.16)

Deferred Federal Income « Nebo vy ereeevene e cniinnnn 1,046,568.59 (10,832.914.59) 11,879,483.18 {109.66}

Deferred State Ineome - Nt 289,121.48 119,608.46 170,115.02 142.94

Federal fncame - Estimated. 6,033,880.58 6,387,360.36 {853,479.78) (1239

State Income - Estimased. 1,250,350.69 1,530,524.53 {280,173.84) (18.31)

Propesty and Cther....... 9,668,338.77 9,215,932.13 452,406.64 4.91
Investment Tax Credit..... 2.600,000.00 - 2,600,000.00 $00.00
Amortizatron of Investment Tax Credito...oveneovennns {1,652,521.40) {1.687,071.43) 34,550.03 (2.0
Gain from Disposition of Allowances... (553,092.6%) (£,504,606.07T) 451,513.38 {44.94)
Acerelion EXpense.......ooioeeivienriracriemriiiiiain, 742,529.45 688,020.54 54,498.91 7.92

Total Opemling EXpEnseS...ovvirrirsrrarreroreensimcs 494,049,765.34 538,693,016.60 {44,643,251.26) {B8.29)

Net Operating IneOme et aeraienneas 58,745,721.1¢ 53,135,928.48 5,600,792.62 10.56

Other Tncome Less Deductions........occieveiiiin i {577,031.44) {21,021.23) {456,010.21) 2,644.99

Income Before Interest Charges..o--vorvreremveminrninn 58,168,689.66 53,114,907.25 5,053,782.41 9.51
Interest on Long Term Debie i 15,808,91%.13 13,886,144.83 1,922,774.30 13.B5
Amortization of Debt Expease - Nat. 595,333.14 595,950.15 {617.01) {0.10)
Other Inerest EXDenSES.ammmmmrerrrasarreneercsesmimiminess 606,429.13 2,334,926.57 (1,728,497 44) (74.03)

Total interest ChOTEeS.. vy i erreeesiaesrasanns 17,010,681.40 16,817,021.55 193.659.85 [.15

Net in¢ Before Cumulative Effect of Acetg Chg........ 41,158,008.26 36,297,885.70 4,860,122.56 13.39
Cumulative Effect of Accounting Change Net of Tox... - - -

et THCOME e eeeeeie e e srceresemscse e e et 41,158,008.26 36,297,885.70 4,860,122.56 13.39
Preferred Dividend RequirementS .. 941,636.24 1,493,902.50 {552,266.26) (36.97)
Eamiags Avaitable for Commom....cveievii i 40,216,372.02 34,803,983.20 5,412,388.82 15.55

b



Elecinc Operating Revenuss. ... o
Gas Operating Revenues.........ocooeoimninnnicnenns

Total Operating Revenues.....oovvvvvvniarmecaomacnicns

Fuel for Electnc Generation. ..o oioroienreeeeeeeene
Power PUChasede e et een e e
Gas Supply EXPENSES. ..o ettt s st cr e
Other Operation Expenses,
Muaintenarce
Depreciation....
AMOrIZAL0oN EXPERSC. i rreeceee s s ssrsisisssesinans
Repulatory Cradits. ..o
Taxes
Federal IRCOME..co. v
S INCOMEu ettt s mvemvemecreseniese s
Deferred Federal Encomse - Not,
Deferred State Income - Net.,
Federal Income - Estimated... "
State Income - EStmated..o e
Property and Other.....
Fnvestment Tax Credit...
Amortization of Investment Tax Credit............coeeeen
Gamn frem Disposition of Allowances..oovveeeveneeenans
ACCTEHON EXBOISE. v iarsvarrrrar e esieasaierins

Total Operating Expenses.........ocoeeieinnicmvinine

Net Operating IBCOME..oe v vic et
Gther Income Less Deduchons.....oovovnveviiec e,

Income Before Interest Charges. ..o nicirenenns

Interest on Long Term Debt.
Amortization of Debt Expense - Net...
Other Interest EXpenges. ..o et ceereren s

Totad [nterest CRArges . wanimn s
Net inc Before Cumulative Effect of Acetg Chg.........
Curmulative Effect of Accounting Change Net of Tax...

Net NCOMEe. ..o e

Preferred Dividend RequiremientS oo ieneereaeenecans

Earmings Avaitable for Common...ovonivien i

LOUISVILLE GAS ANB ELECTRIC COMPANY
COMPARATIVE STATEMENT OF INCOME

MAY 31, 2007
YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR INCREASE OR DECREASE
AMOUNT AMOUNT AMOUNT %
955,111,455.17 968,066,611.54 {12,955,156.37) (1.34}
343,745,193.41 469,600,950.77 {125,855,757.36) (26.80}
1,298 856.648.58 1.437.667,562.31 (138,810,913.73) {9.66)
312,230,117.61 289,596.770.23 22,633,347.38 782
103,981,367.86 129,202,215.33 (25,220,347.4T (19.52)
241,508,290.30 372,208,529-60 (F30,700,032.30) (5.1
186,712,992.85 220,206,275.50 (31,493,282.65) (15.21)
78,701,075.72 67,978,238.84 10,722,836.88 15.77
118,237,035.89 117,542,491.25 694,544.64 0.59
6,201,502.68 6,008,325.15 193,177.53 3.22
{2,299,309.06) (13,522,618.47} 1£,223,309.41 (83.00)
50,386,272,72 80,469,580.79 {30,083.308.07} (37.38)
11,357,905.36 4,788,748 86 2,569,156.50 79.23
4,854,721.98 (19,852,600,14) 24,707,322.12 (124.45)
(1,043,008.48) (820,980.97) (222,027.51) 27.04
(853,479.78) (502,454.08) (351,025.70) 69.86
(250,173.84) (346,253.73) 66,079.89 (19.08}
22,161,007.94 20,547.550.97 1,613,546.97 7.85
5,600,000.00 - 5,600,800.00 100,00
(3,987, 111.41) (4,065,375.57) 78,264.16 (1.93)
(553,092.69) (1,004,636.07) 451,513.38 {44.94)
2,112,540.50 1,096,921.54 1,015,618.96 92.59
1,135,029,246.15 1,273,530,559.03 {138,501,312.88) {10.88)
163,827,402.43 164,137.003.28 (309,500.85) (019}
{1,278.299.00) 586.567.61 {1,564,866.64) (3§7.93)
162,549.103.42 164,723,570.91 (2,174,467.49) {1.32)
36,047,477.43 32,396,523.39 3,650,954.04 14.27
1,429,663.35 {,427,906.60 1,756.75 .12
3,383,244.08 4,956,913.85 (1.573.669.77) (3L.75)
40.860,384.86 38,781,343.84 2.079,041.02 5.36
121,688,718.56 125942,227.07 (4,253,508.51) (338
- 7,421,571.50 (7.421,571.50) {(100.00)
121,688,718.56 118,520,655.57 1,168.062.99 2.67
3,153,098.41 3,321,198.14 (168,099.73) {5.06)
118,535,620.15 115,199,457.43 3,336,162,72 290




Balance at Beginmng of Pertod

Add:

Credits from Income
FIN 48 Adjustment

Deduct:

Adjustment to Retamned Earnings

Preferred Dividends

%25 Par Value

5% Series.............
Without Par Value

Auction Rate
Preferred Dividends Accrued

$25 Par Vaiue

5% Seres.....covnnens
Without Par Value
Auction Rate

Common BDividends

Common Stock Without Par Value

Balance at End of Penod

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF RETAINED EARNINGS

MAY 31, 2007
CURRENT MONTH YEAR TO DATE YEAR ENDED CURRENT MONTH
THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR
636,462,008.79 611,958,617.30 639,104,729.77 620,981,498.44 (15,785,481.64 550,5860,024.21
4,335,020.45 4,139.394.24 41,158,008.26 36,297,885.70 121,688,718.56 118,520,655.57
- 258,182.00 258,182.00
- 3,787.254.55 3,787,.254.55
746,782.16 268,841.19 943,931.75 1,075,364.80
624,999.99 600,000.01 2,209,166.66 2,245833.34
5,000.00 89.613.23 (430,143.81) 179,227.96
- 222 .916.67 445,833.34
- - 35,000,000.00 40,600,000.00 90,000,000.00 50,000,000.00
640,792,029.24 615,785,481.64 640,792,029.24 615,785.481.64 640,792,029.24 615.785.481.64




ASSETS AND OTHER DEBITS

Utility Plant

Utility Plant at Oniginal Cost...
Less Reserves for Dcp:ecmucn & Amoruzmmn .....

TOMUee et e e e e

Investmeats - At Coslt

Ohio Valley Electnic Corporauon
Nenuuhay Pro;}f:rty—Less Reserve...
Other...

7+ ) UV

Cerrent and Accrued Assets

Special Deposits.....oevnn e
Temporary Cash Investments.......
Accounts Receivable-Less Reserve...........
Nates Receivable from Assoc. Companies....
Accounts Recervable from Assoc Companes........
Matenals & Supplies-At Average Cost
Fuel...
Plant Masenals & Opcmnng Suppilcs ........
Stores Expense.... ranrnns
(Gas Stored Undergraund
Allowance IRVERIOry.......oooevviivvc e
Prepayments....
Miscellancous Currem & Accmed Asscis

TR s vt s rvrrnrceecr et eemeamesssmmm s e e ey e e et r e e e e e n s

Deferred Debits and Other

Unamortized Debt Expense.....ovvaieecveans

Unamortized Loss on Bonds......viecceiininnnn,
Accumutated Deferred Income Taxes
Deferred Regulatory Assets ...
Other Deferred Debits. ceiimmns cicireiarannnnans

TR cecveeeeerereeereeemsesstessas e var e n e s eraeaans

Total Assets and Other Debits.iiieivnnennn.

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPARATIVE BALANCE SHEETS AS OF MAY 31, 2607 AND 2006

THIS YEAR

LAST YEAR

4,173,421,791.26
1.808,401,750.04

4,066,221,383.37
1,744 749,882.52

2,365,020,001.22

2.321,471,500.85

594,286.00 594,286.00
11,879.20 218,173.85
606,165.20 81245985

5,029,381.61
15,652417.81
34,505.51
115,380,858.34

19,477,300.86

49,800,773.87
25,204,352.73
4,452,008.99
16,965,730.47
13,712.44
3,153,547.94
1,381,051.41

7.348,532.47
7.346,279.27
26.91
128,694,969.67

21,847,673.49

52,309,607.62
23,946,215.66
4,317,529.97
21,839,002.9%9
19,043.60
3,003,244.67
i,669,660.84

266,546,041.98

273,341,786.26

9,599,395.85
19,678,402.76
53,339,495.57
165,020,704.58
41,225,632.0]

8,370,422.84
20,219,225.03
85,408,693.06
2t,136,784.2¢
67,095,639.18

188.963,030.77

202,230,764.32

2,921,135,239.17

2,797,856,511.28

LIABILITIES AND OTHER CREDITS

Capialization

COMITON SUOEK. o oceviierreervrrsere e e r v e sinns
Common S10ck EXDERSE . uieeevcemesiases s atannaniens
Paid-In Capual

Other Comprehenssve Income.,...ooveiiiennnee.
Retatned Earmings....oooeceree e

Total Common EQUitye.ame s s rmceacnnin
Preforred S10Ck. oo
Pollution Contro] Bonds.........ccovereermiiarnrees

Mandatery Redeemable Preforred Stock.......
LT Notes Payable to Associated Compames........

Total Capitalization...cooievceeenn. .

Current and Accrued Liabilities

Long-Term Debt Due 1n1 | Year.....cooeemvencrrrenen
ST Notes Payable to Assoriated Companies........
Notes Payable tg Associated Cc}mpumes ............
Notes Payable. .. . NPTOTN
Accounis ?aynbie .
Accounts Payable to Assecrmed Compamcs.--
Customer Depossts....
Taxes Accrued.....
[nterest Accrued..
Bividends Declared... . .
Misc. Currenrt & Accwcé Ltab:imes ...................

B PP

Deferred Credits and Other

Accumulated Deferred income Taxes...veeaeeeenns
Investment Tax Credit.... eerenareanden
Regulatory Liabilities...
Customer Advances t'm' Conslmclmn .

Asset Retsrement Obligations. ........coovveeeeenne
Other Deferred Credits
Misc. Lang-Term Liabilities. .. v .
Aceum Provision for Post- Renremem Benef 5.

7. T OO PPP PP PR

Tota] Liabilities ard Other Cregits......ooviveveannnens

THIS YEAR LAST YEAR
425,170,424.09 425,170,424.69
(835,888.64) (835,888.64}
40,006,600.00 49,¢00,000.00
(6,4635,561.08) {56,645,330.19)
640,792,029.24 615,783.481.64
1,098.661,003.69 1,629,474,686.90
- 70,424,534.05
$74,304,000.00 574,304,000.00
. 20.,000,000.00
363,000,600.00 225,600,000.00
2,035,965,003.649 1,919,203.280.95
- 1,250,000.00
21,033,060.00 -
14,880,600.00 8,875,000.00
71.,538,904.29 70,481,925.95
57,045,271.78 25,655,120.81
18,395,093.30 17,746,172.35
15,712,248.11 26,854,367.70
4,128,935.99 5.344,052.87
- 625,059.80
11,789,950.41 7.318,6590.03
216,523,188 88 168,150,389.51
390,473,578.71 462,915,098.65
42,017,715.74 40,404,827.15
55,503,516.51 40,332,040.75
21,610,338.57 9.751,558.38
28,829.938.63 27,087,5498.09
29,799,259.62 59,451,300,12
6,752,934.37 68,003,837.65
93.659,564.43 61,650,629.03
608,646,846.60 710,502,840.82

2,921,135,239.17

2,797.856,511.28




LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CAPITALIZATION AND SHORT-TERM DEBT

MAY 31, 2007
PERCENT OF TOTAL
AUTHORIZED ISSUED & QUTSTANDING CAPITAL &
SHARES SHARES AMOUNT S/T DEBT CAPITAL
Common Equity
Commeon Stock - Without Par.......ooooviiiivn e 75,000,000 21,294,223 425,170,424.09
Common Stock EXPense. ... e, (835,888.64)
Paid-In Capital..........ooooiii 40,000,000.00
Other Comprehensive Income. ..o, (6,465,561.00)
Retained Earmings. .ovorcv e iiensierees e caeenen e 640,792,029.24
Total Common EqQuity......coccooeinvicni 1,098,661,003.69 53.03 53.96
Long-Term Debt
Pollution Control Bonds Not Limited
PCB Y HC 05/01/00 Due 05/01/27 VARY.ccvvn o 25,000,000.00
PCB Z JC08/01/00 Due 08/01/30 VARY.c.ccceine . 83,335,000.00
PCB AA JC 09/11/01 Due 09/01/27 VAR%.........oeen. 10,104,000.00
PCB BB JC 03/06/01 Due 09/01/26 VAR%...ccccvvvvnnnn 22,560,000.00
PCB CC TC 03/06/01 Due 09/01/726 VAR%.....c...c..... 27,500,000.00
PCB DD JC 03/22/01 Due 11/01/27 VAR%...cccovueeee. 35,000,000.00
PCB EE TC 03/22/01 Due 11/01/27 VAR coevvien. 35,000,000.00
PCB FF TC 10/23/02 Due 10/01/32 VAR%........c.... 41,665,000.00
PCB GG IC 11/20/03 Due 10/01/32 VARY....ccceeene. .. 128,000,000.00
PCB HH JC 04/13/05 Due 02/01/35 VAR% ..o, 40,000,000.00
PCB JC 04/26/07 Due 06/01/33 VAR oo vverieme 31,000,000.00
PCB IC 04/26/07 Due 06/01/33 VAR vcvv v cvvrcanenne 35,206,000.00
PCB TC 04/26/07 Due 06/01/33 VARY. oo 60,000,000.00
Total First Mortgage Bonds.........vveen i 574,304,000.00 27.72 28.21
LT Notes Payable to Associated Companies............. 363,000,000.00 17.52 17.83
Total CapitaliZation. ....ooeeeoreeirrire e e e e e e cereeen 2,035,965,003.69 98.27 100.00
ST Notes Payable to Associated Compames................... 21,033,000.00 1.01
Notes Payable to Associated Companies..........c.coooeeeeee. 14,880,000.00 0.72
Total Capitalization and Short-Term Debt.............. 2,071.878,003.69 160.00




LOUISVILLE GAS AND ELECTRIC COMPANY
FRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

UTHITY PLANT
At Origimal Cost ... . .
Reserves for Deprecintion and Amnruznuan
Depreciation of Plant
Electsic .
Gas......
(‘ommun e
Amortization of Planl
Electric .
Gas .. ...
Comynon.

INVESTMENTS - AT COST
Nonutiity Property .. .
Nonuiility Property Reserve .
Ohio Valiey Electric Corporation

CASH ‘
P Morgan Chase
BB&T..
Town and Country Bank
US Bank..
Bedlord Lo:m and DLpDS!l Bnnk
Farmers Bank ... .
Meade County Bank . .

OTHER SPECIAL DEPOSITS. . S
Cofllateral Deposit - Interest Rate Swaps
Other Special Deposits . .

Restricted Cash

TEMPORARY CASH INVESTMENTS
Other ... ...

ACCOUNTS RECEIVABLE - LESS RESERVE
Working Funds ..
Customers-Active
Wholesaic Sales
Transmission Sales .. .. . .
Unbilted Revenues . . .
Employee Computer Loans
Damage Claims e
Officers and Employees ..

Tax Refunds . . .
IMEA .. ...
IMPA. . .
Other.
Reserves for Uncol]ucttb!e Accoums
Utility Custorners
Reserve
Accrual ..
Charged Oft.
Recoveries .
AR Miscellaneous
Interest and Dividends Reccwab[e
Rents Receivable.

MAY 31, 2007

ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES . . .

E ON US Services/Kentucky Utilities. . . . .
FUEL

Coal i 334 265 6? Tons @ $36 1% MMB?U 3k 9{)2 6{)6 37 @ 155 36¢

Fuel Oil 240,527 Gallons @ 161.68¢. .
Gas Pipeline 159,608 MCF @ 37 81

PLANT MATERIALS AND OPERATING SUPPLIES
Regular Materials and Supplies .. ..
Limestone 23,484 9F Tons @ 56 55.. .

Balance
Subsidiary Account

4.173.421.791 26

{1,926,797.116 26)
{199,369.606 39)
(64.213,975 72)

{10000
{RO0 00)
(18,020,191 67)

75.239 56
{63,360 36)
594.286 00

3,264.746 36
11,703 80
185,838 29
968,644.53
100 00
10,006 00
588.348 63

10.911,774 98
1,916,242 32
12,824,400 54

34,905.51

21,280 00
64,305,134 59
5.257.556.M1
235,340.67
37,608,000 00
119,351 27
726,502 93
E4i
3.024,737.41
1,964.565.08
2,034,673 07
2,002.372 65

(1,284,391 00)
(596,772 20)
1,698,506 59
{1,107.734 39}
(1,011,549 00)
2.102 42
374,780 23

19,477,300 86

48.164,687.05
388,380 49
1,247,206 33

2505047571
153,877.02

Balance a5 Shown
(n Baionee Sheet

4.173.421.791 26
{1,808,401,790.04)

606,165 20

3.029.381 61

25,652,417 81

34,805 51

115,380,858 34

19.477,300 86

49,800,773 87

25.204.352 73



LOUISVILLE GAS AND ELECTRIC COMPANY

TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

STORES EXPENSE
Stores Expense Undlsmbumd

GAS STORED UNDERGROUND - CURRENT

MAY 31, 2007

Gas St. Underground*2,309.499 MCT {14 73 psin) @ 37 35

ALLOWANCE INVENTORY
Aliowance Inventory.
PREPAYMENTS
Insurance
Franchises . .
Taxes
Rights of Way
Risk Management and Workers Compunsa%mn
Vehicle License
Other

MISCELLANEOUS CURRENT ASSETS
Miscellancous Current Assels
Derivative Asset - Non-Hedging

UNAMORTIZED DEBT EXPENSE . .

Polfution Control Series Y due May 1. 2027 . . .

Pollution Control Series Z due Aug 1, 2030

Poltution Control Series AA due Sept. 1,2027. .. . . ..

Poliution Centrol Series BB due Sept. 1, 2026.
Polution Control Series CC due Sept 1. 2026

Pollution Contrel Series DD due Nov. 1, 2027, . .
Pollution Control Series EE due Nov 1, 2027. . .. . .
Pollution Control Series FF due Ocy 1, 2032, .

Pollution Control Series GG due Cct. 1. 2033 .
Pollution Control Series HH due Feb. 1, 2035.

Pollution Control Bonds due Jun. ],2033 . . . . . .
Pollution Control Bonds due Jun §,2033. . ... ..

Pollutivn Controi Bends due Jun 1, 2033,

UNAMORTIZED LOSS ON BONDS . . .
Refinanced and Calicd Bonds

OTHER DEFERRED DEBITS.

DEFERRED REGULATORY ASSET
Asset Retirernent Obligations
Electric
Gas ... ...
Commcm .
Pension & Postretirement Bcncﬁis
ECR Ash Hauling
MISO Exit Fee .. ...

ACCUMULATED DEFERRED INCOME TAXES
Federl
Efectric .
Gas. . ... .. ...
State
Electric
Gas . .

* Excludes:

Non-recoverable Base Gas
Recoverable Base Gas

Total Assels and Other Debits . . .

3 MCF
9.648.855.00 7,880,000
2,139.930.00  2,930.000

11,788,845 00 10,810,000

Balance Balance as Shown
Subsidiary Account

On Balance Sheet

4,452.G08 99
4,452,008 99

16,965,730 47
16.965.730 47

13,712 44
13.712 44

3,153,547 94

1.912,846 39
189.387 28
158,705 97
286.000 03
90,600 00
40.031 80
48257647

£.381,051.41
2,725 04
1.378,326.37

9,599.395.85
475,954 49
886,760 99
401,739 00
190,043 36
206,744 23
22349102
223.524 67
933,168 48
3,093.325 17
1,013,362 40
473,909 62
474,628 98
1,003,373 44

19,678.402 76
19,678,402 76

41,225,032 01 45,225,032 01

165.120.704 58

18,068.754.84
4,948,170 29
22,286 36
126,288,471 00
2.654,005.6%
13,139,016 40

53,339,495 57

38,435,949.48
6,683.543 05

7,304,520 33
915,481 81

2,921,135,239.17

2,021,135,239.17




LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER
MAY 31, 2007

Balance Balance ay Shown

Account ~ Subsidiary Account Subsidiary Account On Balance Sheet

COMMON EQUITY 1,098,661,003 69

Common Stock

Retained Eamings

Common Stock Expense
Additional Paid-In Capital
Other Comprehensive Income

425,170,424 09
640,792,029 24
(835,888 64)
40,060,060 Q0
(6,465,501.00)

BONDS . L 574,304,000 00
Pollution Control Bonds 574,304,060 00
LT NOTES PAYABLE TO ASSOCIATED COMPANIES 363,000,006 00 363,000,000 00

ST NOTES PAYABLE TO ASSOCIATED COMPANIES
Money Pool Payable .

21,033,000 00

21,033,000 00

NOTES PAYABLE TO ASSOCIATED COMPANIES 14,880,000 00
Notes Payable to Other. 14,880,000 00
ACCOUNTS PAYABLE 71,538,904 29
Regelar . ... . : 68,117,203 89
Salaries and Wages Accrued . .. . 2,130,313 51
Nonqualified Savings Plan 345,156 70
Tax Collections - Payable 946,230.19
ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES 371,04527778
E ON US Services/Kentucky Utilities 57045277 718
CUSTOMERS' DEPOSITS 18,395,093 30 18,395,093 .30
TAXES ACCRUED . 15,712,248 11 15,712,248 11
INTEREST ACCRUED 6,128,905.99
Interest on Long-Term Debt
Loan Agrecment - Pol. Cont Bonds 1992 Series A . 114,698 95
Loan Agreement - Pol Cont. Bonds 1992 Series A-TC.. .. .. 22198333
Loan Agreement - Pol Cont Bonds 1993 SeriesA . . ... ... . 130,235 14
Loan Agreement - Pol. Cont Bonds 2000 Series A .. 39,662 50
Loan Agreement - Pol Cont. Bonds 2000 Series A-TC 17,592.96
Loan Agreement - Pol Cont Bonds 2001 Series A 2,189 20
Loan Agreement - Pol. Cont Bonds 2001 Series A . 67,216 44
Loan Apreement - Pol. Cont. Bonds 2001 Series A-TC.. 82,153.43
Loany Agreement - Pol Cont. Bonds 2001 Series B .. 303,47397
Loan Agreement - Pol. Cont Bonds 2001 Series B-TC . 303,474 27
{ozn Agrecment - Pol. Cont. Bonds 2002 Series A-TC . AT 8,949 41
Loan Agreement - Pol Cont Bonds 2003 SeriesA . ... . .. . 210,488.89
Loan Agreement - Pol. Cont Bonds 2005 Series A ... 12,500 00
Loan Agreement - Pol Cont. Bonds 2007 Series A .. 63,878 95
Loan Agreement - Pol Cont Bonds 2067 Series B . 78,173.36
Loan Agreement - Pol Cont Bonds 2007 Series A 275,999 97
Interest Rate Swaps . ... . 99,032 16
Interest Accrised on Other Liabilities
Fidelia AT 3,431,207 78
Customers' Deposits 759,343 61
Other .. (98,748 34)



LOUISVILLE GAS AND ELECTRIC COMPANY
TRIAL BALANCE - GENERAL LEDGER

Account - Subsidiary Account

MISCELLANEQUS CURRENT AND ACCRUED LIABHITIES

Customer Overpayments.

UK Emission Research Grant
Vacation Pay Accrued . .
Derivative Liabitities - Non Hedgmg
Postretirement Benefits - Current .
Other .

CUSTOMERS' ADVANCES FOR CONSTRUCTION

Ling Extensions

Electric .

Gas. . . L
Cusmmcr Advanccs Arena. ..
Other

ASSET RETIREMENT OBLIGATIONS
Electric
Gas. ..
Common

OTHER DEFERRED CREDITS

REGULATORY LIABILITIES .
Asset Retirernent Obligations
Electric . . ... . ..
Gas L
Deferred Taxes
Federal
Electric ..
Gas. .
State
Efestric . ...
MISO Schedule 10 Charges . .
INVESTMENT TAX CREDIT. . ...
Investrment Tax Credit (prior law)
Electric. .. ...
Job Development (‘rcdu
Electric .
Gas .
Advanced Coal (‘rcd[t

ACCUMULATED DEFERRED INCOME TAXES

Federal

Electric

Gas e
Commont .. .. ..o
State

Electric.

Gas .. .. . .
Comsnon .

MISCELLANEQUS LONG-TERM LIABILITIES. . .

Pension Payable. . .
Workers' Compensation-.
Post Employment Benefits
Uncertain Tax Positions

ACCUMULATED PROVISION FOR BENEFITS. .

Postreticement Benefits. ... ...... ..

Totai L.iabilities and Other Credits

10

MAY 31, 2007

Balance
Subsidiary Account

2,660,354 79
250.000 00
4,937,253 44
1,573,158.71
2,248,334 GO
120,858 47

799,072 49
7,716,863 37
12,824,400 51
276,000 00

21,275,488 10
7,529,574 27
24,876 26

29,799,259 62

210,629 54
78,058.22

28,982,47075
1,852,672 50

19,198,785 00
2,675,036 3D
2,506,464.00

174 88

35,174,208 34
1,243,332 52
5,600,000 00

291,598,637.50
42,518,366 58
(54,580 00)

49,786,629 88
6,625,941.75
(1,417.00

(3,967,637 00)
6,028,377 37
3,620,043.00
1,072,151.00

93,659,564 45

Balance as Shown
On Balarce Sheet

11,789,959 41

21,610,338 57

28,829,938 63

29,799,259 62
55,503,516 51

42,017,715 74

390,473,578 71

6,752,934 37

93,659,564 45

2,921,135,239.17

2,921,135,239.17




LOUISVILLE GAS AND ELECTRIC COMPANY
STATEMENT OF CASH FLOWS
MAY 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES

TN I H O OITIE. voveetrs i et e e o s o o ettt <A et o €A n e e s

Itemns not requiring (providing) cash currently:

DEPIECIALOIL . . ovveit e ot me cararimin e as s 4o i R e
N lo x s o Lo ) RO R P USRI
Deferred ICOINE LAXESE = THE. oo ovv . oot res e e vname 11 et s e iar a5 e o s 1 e

Investment tax credit -net.. ..o

BRI, oot e et e e a1 S i o
Change i TECEIVADIES ... oo ittt e et s e
ChHanEE 10 HIVETIOIY .. everv e nvanns e oo shams e st 58 50450 re et i e
Change in alloWanee MVERTOTY. oo i ssms st s brs s
Change in payables and accrued EXPEASES ..o e o s e
Change in other regulatory 8SSELS ... e i s s e o
Change in other regolatory Habiliies ... ... oo i s
“hange in other deferred debits.........oini i

~hange in other deferred credits..... ..o

Net cash provided (used) by operating aCtVIHES oo imimcimimnses sasnsn i e

CASH FLOWS FROM INVESTING ACTIVITIES

Gross additions to utility plant - construction expenditures..... .. i
Change in Jong-1erm MVESHREITS 1o vrier e s s s e s e retin o s o
Change in TeStCIEd CASH. . on v v eion oo e s b s s s

Net cash provided (used) by investng activities. .. ...comviniies i i

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of long-term debt. . o
Payments for retirement of preferred stock.. oo i e
Net decrease in Shor-1eImm debl .o s e it e ame e s
Dividends on Preferred SEOCK. . o e s sasss i s evanns s s v anisani s s e
Dividends 01 COMMON STOCK . ..o oot oo o s s et ass s e s o an o

Net cash provided (used) by financing activIties. .....cov v oeiri s

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS. ...
SH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD...... ..o

CASH AND CASH EQUIVALENTS AT END OF PERIOD ... e

11

Year to Date

2007

2006

41,158,008.26

48,981,745.82
2,643,533.83
4,535,589.07
947 478.60
525,169.13
49,703,342.34
53,972,992 87
1,690.56
(87,981,132.34)
(1,501,001.04)
132,945.65
(7,131,018.68)
(21,478,775.67)
5,476,491.90

36,297,885.70

48,726,980 .19
2,309,386.67
{4,195,992.13)
(1,687,071.43)
4,748,408.66
117,026,489.58
&7,838,480.15
2,399.76
(90,641,759 82)
6,382,711.27
(1,561,377 .35)
(3,630,350.89)
17,817,104.96
1,021,124.67

£9.987,060.30

220,454,419.93

(57,242,010.43)
545827
(8,130,327.58)

(48,544,729.23)
(81,879.42)
2,814,890.76

(65,366,879.74)

(45,811,717.89)

135,882,186.38
{91.643,112.60)
(31,911,000.00)
(4,416,711.93)
{35,000,000.00)

(1,821.17)
{132,376,000.00)
{1,687,682.38)
(40,000,000.00)

{27,088.638.15)

{174,059,503.55)

(2,468,457.59)

9,448.,987.03

583,198.49

7,098,682.48

6,980,529.44

7,681,880.97




Interest On Long-Term Debt
Loan Agreement - Poll. Cantrol Bonds
1997 Series A Varable s s
1992 Senes A Variable TC..
1993 Series A Variable Rate...
1995 Ser1es A (5.90% ) mrmeemimusnisriisnrnaa e
2000 Series A Varjable Rate . .oooormesiicienens
2000 Seres A Vanable TC......
2001 Series A Variable Rate..........
2001 Seres A Variable Rate..........
2001 Series A Variable Rate TC
2001 Series B Variable Rate.coniianes
2001 Sertes B Variable Rate TC.reeneresns
2002 Series A Varizble Rate TC...
3003 Series A Vangsble Rate..
2005 Series A Variable Rate.
7007 Series A Variable Rate........
2607 Series B Vanable Rate (3.6%)
2007 Sertes A Variable Rate......
Interest Rate SWAPS. ..cceermemreeeaersssirnseaneisees
T T T OO PPIPTPPP P DLELL AR
$5.875 Mandatory Redeemable Preferred Stock.......

IO P PPPPTER PP PALLLL L

Amortization of Debt Expense - Net
Amortization of Debt BXPEASE....ocrrmmmreme e
Amort. of Loss on Reacquired Debto e

Other Interest Charges
Customers’ Depossts....
Federal Income Tax Dc:{' ciencles...
Other Tax Deficiencigs....
Gas Refunds....
Interest on Debt tn Assomatcd Cnmpames .........

1 | OO PRPRTR TS

TOta} ITEFEStyiaserccracmrrneesssassians s emamsnesencnss

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF INTEREST CHARGES

MAY 31,2007
CURRENT MONTH YEARTO DATE YEAR ENDED CURRENT MONTH

THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LASTYEAR
- 02,264 37 465,181.37 428,081.89 1,130,597.28 93741719
- 182,7659.86 892.126.04 §18.383.51 2,158,586.31 1,778,745.19
109,785.43 523.120.24 476,482.65 1,274,335.74 1,046,192.25
79,618.04 79,652.79 380,937.48 342,687.54 909,201.3% 733,125.04
26597153 251,046.69 1,268,196.66 1,127.999.42 1,136,326.40 2,561,939.50
33,820.35 31,757.43 156,766.39 139,743.94 374,137.08 297,063.22
71,704.12 71,087.67 338,856.19 307,035.63 §16,620.57 664,108.94
87.638.37 86,884.93 414,157.55 37526575 998,091.30 313,178.80
169,391.78 112,067.12 §27.857.55 484,871.93 1,278,746.59 1.053.217.12
109,391.78 112,067.12 517.837.84 484,553.45 1,278,746.87 1,051,224.67
134,743.47 122.469.99 634,124.17 $62,338.23 1,510,420.88 {,239,434.41
399.822.23 390,752.00 1,935,822.27 i,697,063.312 4,623,523.60 3,659,303.11
132,122.22 118,722.19 602,894.43 528,833.29 1,425,522.20 1,116,444.35

92,885.78 - 108.605.07 - 108,605.07 -

90,831.12 - 129,164.44 - 129,164.44 -

258,155.56 - 276,060.00 . 276,600.00 -
89,032.14 147.328.78 648,946.38 1,033,247.13 1,535,464.62 3,248,071.86
1,596,741.67 311,875.01 563233231 4559,37505 12013457 .88 10,942.500.08
- 104,036.46 34597223 520,182.30 1,037,508.71 £,254,557.26
3,561.880.16 2,925,567.84 15,808,919.13 13,886.144.83 36,047,477.43 32,396,523.39
32.472.86 34,054.02 166,679.48 170,270.10 405,057.62 406,217.38
86.622.77 85,136.0% 428,633.60 4235,680.05 1,624,605.73 1,021,689.22
11809363 119,180.03 §95,3133.14 595,950.15 {,429.663.35 1,427.906.60
82,713.23 76,599.22 395219.73 368,548.55 929,151.37 845,200.86
- - (1,058,734.31) 902,151.00 183,125.68 902,151 G0
- - 179871 21387 1,791 769,385.87

47576 - 1,378.80 - 4,757.60 -
631,92025 11,691.13 1,257,831.00 1,064,013.15 2,056,475.61 2,440,176.12

- - 7.942.11 - 7,942.11 -
715,109.24 §7,690.33 £06,429.13 1,334.926.57 3,183,244.08 4,956,911.85
4,396,085.03 3,132,448.22 17,010,681.40 16,817,021.55 40,860,384.86 18,781,343.84
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Kind of Taxes

LOUISVILLE GAS AND ELECTRIC COMPANY
ANALYSIS OF TAXES CHARGED

Taxes Charged to Accounts 408.1 and 409.1
Property Taxes i
Unemployment. ..o rsrensenerssseacsses
Federai Old Age and Survivors Insurance..........c...

Public Service Commission Fee

Federal Income

S ITICOIMIB vt ve e e simtevcesisarrsssernrensentesarsrnnessrsasnpens
MISCRIIANEOUS. ..o ivirrrirrsrreesssraararrerrasesscsmeerisess st saneas

Total Charged to Operating Expense...........

Taxes Charged to Other Accounts

Taxes Accrued on Intercompany Accounts.........

Total Taxes Charged

Kind of Taxes

Property TAXES. oo asne st ssneasiess

State Unemployment
Federal Unemployment,
Federal Old Age and Survivors

Federal Income

GAEE ITICOTR o vive i cer v e ceeesvsrces s rarersarssarravaressarsons

Kentucky Sales and Use Tax

MHSCHATIEOUS. e vt mrsssarssersesssaneresrsssssessrassniss

MAY 31, 2007
Current Month Year To Date
This Year Last Year This Year Last Year
{,180,774.00 1,168,176.44 6,223,633.00 5,723,064 .44
17,497.82 14,994.07 8R,647.73 87,434.55
530,826.46 625,037.88 2,554,980.08 2,705,081.16
158,705.95 138,116.59 793.529.75 690,582.95
2,851,117.18 2,338,666.62 16,942,383.71 30,064,384 .33
543,069.93 519,703.70 3,367,750.33 3,651.404.01
1,316.00 780.40 7,548.21 9,769.03
5,283,307.34 4,805,475.70 29,978,472 81 42.931,720.47
428,490.00 185,793.99 2.079.15 341,598.33
(214,081.15) (208,225.26) (1,025,831.44) {1,006,112.97)
5,497,716.19 4,783,044.43 28,954,720.52 42.267,205.83
ANALYSIS OF TAXES ACCRUED - ACCOUNT 236
Taxes Accrued Accruals Paymernts Taxes Accrued
At Beginning To Date To Date At End
Of Year This Year This Year Of Month
13,925,969.24 6,256,433.00 13,969,018.72 6,213,383.52
18,782.64 22,184.04 37,339.69 3,626.99
29,205.50 29,748.64 52.334.22 6,619.92
561,717.23 2,199,417.49 2.,445,675.30 315,459.42
6,350,985.46 15,795,119.96 21,897,679.00 248,426 .42
7.726,946.43 3,160,380.57 2,222,861.00 8.664,466.00
10,878.70 1,421,982.51 £,172,595.37 260,265.84
0.37 69,454.31 69.454.68 (0.00)
28.624,485.57 28,954,720.52 41,866,957.98 15,712,248.11
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UTILITY PLANT IN SERVICE
Electric

Ges
TRANEIBIE. . oonveremrrasemnsmmrreserreesr et et
Natural Gas Storage Plant Underground......-..

DHSHADUEION. v esvreremsepsanasimmssrssssin st s

GENETAL. . nvesssenrnmessrsermn et
Gas Stored Underground Non-Current.....ooee-

Tl GAS.evrerermmreemermmmmsanmsrsimn st

Common

Total Plant inn SEIVICE..oorwuurierrsmmmrmrsreers

Construction Work In Progress

COMITION e cvvsseerneemermeanspassnsstsnnsen s et
Total Construction Work In Progress. ...«

Total Utility Plant at Original Cost..oovovvverinnrr

LOUISVILLE GAS AND ELECTRIC COMPANY
SUMMARY OF UTILITY PLANT - UTILITY PLANTIN SERVICE
MAY 31,2007
NET BALANCE TRANSFERS/ BALANCE
FIRST OF YEAR ADDITIONS RETIREMENTS ADJUSTMENTS NET ADDITIONS TO DATE

2340.29 - - - - 2,340.29
1.945,257,925.33 5,880,449.43 {1.459,035.00) - 442141443 1,049,679,339.76
17,884.886.35 66,269.19 - - 66,269.19 17.951,155.54
225.436,782.99 43.431.44 - - 4343144 225.480,214.43
240,067,695.28 11,789.670.77 (370,559.91) (3,176.71) 11.415934.15 251,483,629.43
754,284,748.12 4,046,055.37 (2.336,834.97) (60,096.92) 1,649,123.48 755,933,871.60
16.886.738.80 31.931.13 (269,001.14) (24,567.12) (261,637.13) 16,625,101.67
3.199,821,117.16 21,857.807.33 (4,435,431.02) (87,840.75) 17.334,535.56 3.217,155.652.72
1,187.49 - - - - 1,187.49
61,048,289.77 270,404.57 (63,171.02} - 207,227.53 61,255,517.32
12.894.091.35 7816.74 - - 7.816.74 12,901,908.09
440,120,789.38 908,959.03 (27,203.55) (289.37) £81,466.11 441,002,255.49
10,346,233.87 2317,264.29 (1,555.3 19.73) - (1,318,055.44) 9,028,178.43
2.139,990.00 - - - - 2,139,990.00
526,550,581.86 1.424,444.63 (1,645,700.30) (289.37) (221,545.04) 526,329,036.82
28,877,505.07 2.063,377.93 - - 206337793 30,940,883.00
150.813,423.54 3,233.,605.67 (1,586.995.32) - 1,646.610.35 152,460,033.89
179.690.928.61 5.296,983.60 (1,586,995.32) - 3,709,988.28 183,400,916.89
1,906,062,627.63 28.579,235.56 (7.668,126.64) (88,130.12) 20,822.978.80 3,926,885,606.43
154.377,558.86 20.456,143.18 - - 20,456,143.18 174,833,702.04
54,810,960.24 8,768,130.93 - - 8,768,130.93 63,579,001.17
8.684,890.86 (561,499.24) - - (561,499.24) 8.123,391.62
217,873.409.96 28,662,774.87 - - 18,662,774.87 746,536,184.83
4,123,936,037.59 57,242,010.43 (7,668,126.64) {88,130.12) 49 485.733.67 417342179126
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RESERVE FOR DEPRECIATION OF UTILITY
Lifee Reserves
Efectnc..
Electsic - ARO Sicam.
Electric « ARO Hydro...
Elcctne - ARQ Other Production.
Efectnic - ARO Transmussion.
Electric - ARO Diswibutien
Gas - ARD Underground Stomge
Gas - ARO Distribution.
Common - ARQ..

Tatal Lifis Reserves For Deprecsation Of
Bhility Plant I Service.. ...

Salvage Reserves
Sream Production ..
Hydra Production. -
Other Production
Transmission. .-
Distribution. ... .
Distribution General,. ..
Gas Stored Undergronnd..

Gas Transmmssion. . .

Gas Distrbution.

Gas General.

Total Saivage Reserves For Depreciation Of
Ltility Plant In Sorvict, oo

Toral Reserves

‘Total Reserve For Degressation Of
Uity Plast In Service.........oo e o

Retwrement Work In Progress
108001

YTD ACHVILY. oo e

Amortuation
Elecinic. ..

Teotal Reserve For Amortmation OF
Utility Plant In Serviee. ... ... s

Total Reserve For Depreoiation and
Amorization - Utility Phant In Service.. .

Utstity Plant at Gnigmal Cost Less
Reserve For Dep on and A

LOUISVILLEGAS A JCTRIC COMPANY
SUMMARY OF UTILITY PLANT - RESERVE FOR DEPRECIATION OF UTILITY PLANT
MAY 31, 2007

NET BALANCE TRANSFER/ RWIP COST OF OTHER BALANCE
FiRST OF YEAR ACCRUALS REFIREMENTS ADJUSTMENT _  TRANSFERS OUT REMOVAL SALVAGE CREDITS TQ DATE
{1,299,559,280.79} (34,516,092.91) 4,435,438.02 {55,260.45)  (1,329,695,204.13}
{2,049,614.55) (63,391.50) . . {2,§13,006.45)
(15,828.50) (700.74) {16,529.54)
(108,165.20) (4,761.66) . {112,866 86)
{2,165.41 (68.22) - (223369
{12,001.891 (15235 . {12,154.29)
{148,577.516.87) (4,335,800.07 1,645,700.30 (151,271.016.64)
{392,040.25) {3,784.70) . (395,824,951
(19,301.73) (5335 (19,155.08}
(1,130.96} (14,30} . {1,145.26
{62,084,425.21} (3,209,148.99) 1,586,995.32 {63,706,576.88)
(1,512,821,612.72) (42,136,969.19} ,668,126.64 (55260450 {1,547,345,715.70)
(46,966,253.01} {2,380,149.61} $75,498.82 (245,427.65) (49.016,331.49
(522,7¢3.14) . . - (522,713.14)
(2,093,564.72) . . {2,093,564.72}
(16,367,877.32) (449,819.78} 162,749.38 . (16,454,857.72}
(132,166,536.49} (2,528,263.65) 1,622,275.63 (1.261.41) (132,879,785.52}
§9,695.45 9,464.72 48732 . 99,647.49
249,305.84 (94,£99.06) 18,102.09 173,202 87
{2.644,672.08) (43,303.5T) - . (2,687.575.65)
{47,306 815371 (4,773,583.48} £8,920.0% {751.34) (49,012,210.15)
148,519.46 17,038.28 . . 165,557.1
(354,458.62) (24,034.8%) 174,952.75 {703,540.80Y
{247,935,370.00) {7,266,851.06) 3,022,986.03 (253,540,401 (252,432,675.45)
{1,499.774,246.93) {39,933,936.10) 4,435431.02 2.761,011.15 (252,649.06) {55,26045]  (1,532,819.690.37)
(198,$52,721.00) (6,235,685.95) 1,645,700.30 8702213 (75134 (203,047.435.86}
(62,440.015.79) (3,233,198.22) 1,586,955.32 17495275 {63,914.264.94}
{1,760,756,982.72} (49,403,820.27) 7,668,126.64 1,022,986.03 {253,440.40) (55,260.45)  {1,799,778.381.17)
3,768,496.16 (£,188,776.93} {910,466.561 {16,655.36} 497.82 31,0183 1,690,195.56
(465,950,027} £26,863.56 (46,365.54) 17,954.15 - 126,461.75
(502,243.45) 567,913.37 (24,750.64) 1,990.64 - 42,508.92
2,800,302.6% {981,584.54} 3,249.43 497.82 37,100.83 1,859,567.23
8,273,600.70 6,168,3280.70 {1,556,837.7% (8,028,675.04) {187,647.88) (33659217 4,332377.35
3,107,219.25 178,064.68 (21,585.07) 287,672.86 . - 3,550,367.72
(4,637,184.00) {5,698,720.60) (154,273.78) 10,141,758.77 2,800.60 (345,519.70)
6,743,635.86 647,673.78 {1,732,766.64) 2,400,756.62 {184,247.88) {336,992.17) 1,538,125.57
9,543,938.5% 647,673.78 (2,714,285.18) 2,464,006.05 {183,750.06} {299,890.34) 9,397,692.80
{1,758,213,084.17} (49,403,820.27) 7,668,126.64 647,673.78 (2,734,285.18) 5,426,992.08 (437,190.46} {355,850.791  (1,790.380,698.37)
{100.00) {100.00)
(806.00) . (800.000
{15,376,657.84) (2,643,533.83} (18,020,191.67
{15,377,557.84) (1,643,533.83) (18,021,091.67
(1,766,590,602.01) (52,047,354.10} 7.668,126.64 §47,675.18 (2.714,285.18) 5,426,952.08 (437.190.46 (35515679 {1,808,401,790.04)

2.357,345.435.58

2,365,020,601.22






Louisville Gas and Electric Company
Case No. 2008-00252
Historical Test Period Filing Requirements

Filing Requirement
807 KAR 5:001 Section 10(6)(s)
Sponsoring Witness: S. Bradford Rives

Description of Filing Requirement:

Securities and Exchange Commission’s annual report for the
most recent two (2) years, Form 10-Ks and any Form 8-Ks
issued within the past two (2) years, and Form 10-Qs issued
during the past six (6) quarters updated as current
information becomes available.

Response:

The below-listed documents are provided. Please note that
Securities and Exchange Commission (SEC) periodic reports,
including Form 10-K, Form 10-Q and Form 8-K are provided
through spring 2007 when LG&E terminated its status as an SEC
registrant and ceased filing periodic reports under the Securities
and Exchange Act of 1934. LG&E's deregistration was effective on
April 27, 2007. LG&E's deregistration occurred in connection with
a restructuring transaction to refinance various issuances of secured
debt for the purpose of converting them to unsecured debt, which
restructuring transaction and the SEC deregistration, were
considered by the Kentucky Commission in Case No. 2006-00445
and discussed in the order dated January 31, 2007,

o 2007 Annual Financial Statements and Additional
Information

e 2006 SEC Form 10 - K

e 2008 1°* Quarter Financial Statements and Additional
Information

e 2007 3™ Quarter Financial Statements and Additional
Information

e 2007 2™ Quarter Financial Statements and Additional
Information



Louisville Gas and Electric Company
Case No. 2008-00252
Historical Test Period Filing Requirements

2007 1* Quarter Financial Statements and Additional
Information

SEC Form 10-Q — September 30, 2006

SEC Form 10-Q — June 30, 2006

SEC Form 8-K — April 18, 2007

SEC Form 8-K — April 11, 2007

SEC Form 8-K - March 14, 2007

SEC Form 8-K — October 13, 2006

SEC Form 8-K — July 7,2006

Report of Certain Material Changes - January 2008 —
July 2008

Report of Certain Material Changes ~ June 2007 —
December 2007



2007 - Annual Financial Statements and Additional
Information



Louisville Gas and Electric Company

Financial Statements and Additional Information

As of December 31, 2007 and 2006
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INDEX OF ABBREVIATIONS

AG Attorney General of Kentucky

ARQO Asset Retirement Obligation

BART Best Available Retrofit Technology

CAIR Clean Air Interstate Rule

CAMR Clean Air Mercury Rule

CCN Certificate of Public Convenience and Necessity
Clean Air Act The Clean Air Act, as amended in 1990
Company LG&E

CT Combustion Turbines

[DSM Demand Side Management

ECR Environmental Cost Recovery

EON E.ON AG

EONUS E ON U.S. LLC (formerly L G&E Energy LLC and LG&E Energy Corp )
E ON U.S. Services E.ON U 8. Services Inc. (formerly LG&E Energy Services Inc.)
EPA .S, Environmental Protection Agency
EPAct 2005 Energy Policy Act of 2005

FAC Fuel Adjustment Clause

FASB Financial Accounting Standards Board
FERC Federal Energy Regulatory Commission
Fidelia Fidelia Corporation (an E.ON affiliate)

FIN FASB Interpretation No

FT and FT-A Firm Transportation

GHG Greenhouse Gas

GSC Gas Supply Clause

IBEW International Brotherhood of Electrical Workers
IMEA [linois Municipal Electric Agency

IMPA Indiana Municipal Power Agency

IRP Integrated Resource Plan

IRS Internal Revenue Service

Kentucky Commission Kentucky Public Service Commission

KiUuC Kentucky Industrial Utility Consumers, Inc.
KU Kentucky Utilities Company

Kwh Kitowatt hours

LG&E Louisville Gas and Electric Company

LG&E Energy LG&E Energy LLC (now EON US. LLC)
Mef Thousand Cubic Feet

MISO Midwest Independent Transmission System Operator, Inc
MMBtu Million British thermal units

Moody’s Moody’s Investor Services, Inc

MVA Megavolt - ampere

Mw Megawatts

Mwh Megawatt hours

NNS No-Notice Service

NOx Nitrogen Oxide

OVEC Ohio Valley Electric Corporation

PBR Performance-Based Ratemaking

PUHCA 2005 Public Utility Holding Company Act of 2005
S&P Standard and Poor’s Rating Service

SFAS Staternent of Financial Accounting Standards
SIP State lmplementation Plan

SO, Sulfur Dioxide

TC2 Trimble County Unit 2

Tennessee Gas Tennessee Gas Pipeline Company

Texas Gas Texas Gas Transmission LLC

VDT Value Delivery Team Process



Business
GENERAL

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 service area covers approximately 700 square miles in 17 counties.
LLG&E also provides natural gas service in limited additional areas. LG&E’s coal-fired electric generating
stations, all equipped with systems to reduce SO, emissions, produce most of LG&E’s electricity. The remainder
is generated by a hydroelectric power plant and natural gas and oil fueled CTs. Underground natural gas storage
fields help LG&E provide economical and reliable natural gas service to customers.

LG&E is a wholly-owned subsidiary of E.ON U.S., formerly known as LG&E Energy LLC. EON U.S. isan
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.

QPERATING REVENUES
For the year ended December 31, 2007, 73% of total operating revenues were derived from electric operations

and 27% from natural gas operations. Electric and gas operating revenues and the percentages by class of service
on a combined basis for this period were as follows:

(in millions) Electric Gas Combined % Combined
Residential 3309 $218 $ 527 41%
Industrial & Commercial 382 101 483 38%
Other Retail 75 15 90 7%
Wholesale _167 19 186 14%
Total $933 $353 $1.286 100%

See Note 11 of Notes to Financial Statements for financial information concerning segments of business for the
two years ended December 31, 2007 and 2006.

ELECTRIC OPERATIONS

The sources of electric operating revenues and volumes of sales for the two years ended December 31, 2007 and
2006, were as follows:

2007 2006
Revenues Volumes Revenues Volumes
{millions) (000 Mwh) (millions) (000 Mwh)
Residential $309 4,486 $272 4,018
Industrial & Commercial 382 6,830 361 6,682
Other Retail 75 1,342 69 1,265
Wholesale _167 6,186 241 7,621
Total $933 18,844 $943 19,586

LG&E set a new record peak load of 2,834 Mw on August 16, 2007, when the temperature reached 105 degrees
Fahrenheit in Louisville.



LG&E’s power generating system includes coal-fired units operated at its three steam generating stations. Natural
gas and oil fueled CTs supplement the system during peak or emergency periods. As of December 31, 2007,
LG&E owned and operated the following electric generating stations while maintaining a 12%-14% reserve
margin.

Summer Capability
Rating (Mw)

Steam Stations:

Mill Creek — Jefferson County, KY 1,472

Cane Run — Jefferson County, KY 563

Trimble County — Trimble County, K'Y (a) _383
Total Steam Stations 2,418
Ohio Falls Hydroelectric Station ~ Jefferson County, KY 50
CT Generators (Peaking capability):

Zorn ~ Jefferson County, KY 14

Paddy’s Run — Jefferson County, KY (c) 119

Cane Run - Jefferson County, KY 14

Waterside — Jefferson County, KY (b) -

E.W. Brown —~ Mercer County, KY (c) 190

Trimble County — Trimble County, KY (c) 328
Total CT Generators _665
Total Capability Rating 3,133

(a) Amount shown represents LG&E’s 75% interest. See Note 10 of Notes to
Financial Statements for information regarding jointly owned units.

(b) Pursuant to the Definitive Property Sale Agreement entered into with the
Louisville Arena Authority in 2006, the Waterside property will be sold to the
Louisville Arena Authority when the relocation of the LG&E assets has been
completed, which is expected to occur by the end of 2008. The Waterside units
were retired in December 2006.

(¢} Some of these units are jointly owned with KU. See Note 10 of Notes to
Financial Statements for information regarding jointly owned units

At December 31, 2007, LG&E’s electric transmission system included 41 substations (27 of which are shared
with the distribution system) with a total capacity of approximately 11,900 MVA and approximately 894 miles of
lines. The electric distribution system included 93 substations (27 of which are shared with the transmission
system) with a total capacity of approximately 4,940 MV A, 3,927 miles of overhead lines and 2,261 miles of
underground conduit.

L.G&E was formerly a member of the MISO, a non-profit independent transmission system operator that serves the
electrical transmission needs of much of the Midwest. LG&E withdrew from the MISO effective September 1, 2006.
LG&E now contracts with the Tennessee Valley Authority to act as its transmission reliability coordinator and
Southwest Power Pooel, Inc. to function as its independent transmission operator, pursuant o FERC requirements.
See Note 2 of Notes to Financial Staternents.



(GAS OPERATIONS

The sources of LG&E’s natural gas operating revenues and the sales volumes for the two years ended December
31, 2007 and 2006, were as follows:
2007 2006
Revenues  Volumes  Revenues Volumes
(millions) (000 Mcfy  (millions) (000 Mef)

Residential $218 19,811 $248 17,816
Industrial & Commercial 101 10,182 119 9,621
Other Retail 15 1,553 19 1,499
Wholesale _ 19 13,575 9 12,149

Total $353 45121 35395 41,085

LG&E’s natural gas transmission system includes 256 miles of transmission mains and the natural gas
distribution system includes 4,203 miles of distribution mains.

The natural gas utility business is affected by seasonal temperatures. As a result, operating revenues (and
associated operating expenses) are not generated evenly throughout the year. LG&E gas billings include a
Weather Normalization Adjustment (“WNA”) mechanism which adjusts the distribution cost component of the
natural gas billings of residential and commercial customers to normal temperatures during the heating season
months of November through April, somewhat mitigating the effect of above- or below-normal weather on
residential and commercial revenues. In October 2006, the Kentucky Commission approved LG&E’s request to
extend the current WNA mechanism through April 30, 2009.

LG&E has five underground natural gas storage fields, with a current working gas capacity of approximately 15
million Mcf, that help provide economical and reliable natural gas service to ultimate consumers. By using
natural gas storage facilities, LG&E avoids the costs associated with typically more expensive pipeline
transportation capacity to serve peak winter space-heating loads. LG&E stores natural gas in the summer season
for withdrawal in the subsequent winter heating season. Without its storage capacity, LG&E would be forced to
buy additional natural gas and pipeline transportation services during the winter months when customer demand
increases and when the prices for natural gas supply and transportation services are typically at their highest.
Currently, LG&E buys competitively priced natural gas from several suppliers under contracts of varying
duration. LG&E’s underground storage facilities, in combination with its purchasing practices, enable it to offer
natural gas sales service at competitive rates. At December 31, 2007, LG&E had an inventory balance of natural
gas stored underground of 11 million Mcf of working natural gas valued at $81 million.

A number of large commercial and industrial customers purchase their natural gas requirements directly from
alternate suppliers for delivery through LG&E’s distribution system. These large commercial and industrial
customers account for approximately one-fourth of LG&E’s annual throughput.

The estimated maximum deliverability from storage during the early part of the heating season is expected to be
in excess of 350,000 Mcf/day. Under mid-winter design conditions, LG&E expects to be able to withdraw about
300,000 Mcf/day from its storage facilities. The deliverability of natural gas from LG&E’s storage facilities
decreases as storage inventory levels are reduced by seasonal withdrawals.

During 2007, the maximum daily gas sendout was approximately 442,000 Mcf, occurring on February 5, 2007,
when the average temperature for the day in Louisville was 14 degrees Fahrenheit. Supply on that day consisted
of approximately 174,000 Mcf from pipeline deliveries, approximately 192,000 Mcf delivered from underground
storage and approximately 76,000 Mcf transported for large commercial and industrial customers.
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RATES AND REGULATIONS

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.

In Apri] 2007, LG&E completed a series of financial transactions that allowed it to cease periodic reporting under
the Securities Exchange Act of 1934. See Note 7 of Notes to Financial Statements.

LG&E is subject to the jurisdiction of the Kentucky Commission and the FERC in virtually all matters related to
electric and gas utility regulation, and as such, its accounting is subject to SFAS No. 71, Accounting for the
Effects of Certain Types of Regulation. 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 of SFAS No. 71.

For a further discussion of regulatory matters, see Notes 2 and 9 of Notes to Financial Statements.
COAL SUPPLY

Coal-fired generating units provided approximately 97% of LG&E’s net Kwh generation for 2007. The
remaining net generation for 2007 was provided by natural gas and oil fueled CT peaking units and a
hydroelectric plant. Coal is expected to be the predominant fuel used by LG&E in the foreseeable future, with
natural gas and oil being used for peaking capacity and flame stabilization in coal-fired boilers or in emergencies.
LG&E has no nuclear generating units and has no plans to build any in the foreseeable future.

LG&E maintains its fuel inventory at levels estimated to be necessary to avoid operational disruptions at its coal-
fired generating units. Reliability of coal deliveries can be affected from time to time by a number of factors,
including fluctuations in demand, coal mine production issues and other supplier or transporter operating
difficulties.

LG&E has entered into coal supply agreements with various suppliers for coal deliveries for 2008 and beyond
and normally augments its coal supply agreements with spot market purchases. LG&E has a coal inventory
policy which it believes provides adequate protection under most contingencies.

LG&E expects to continue purchasing most of its coal, which has sulfur content in the 2.0% - 3.5% range, from
western Kentucky, southern Indiana, southern {llinois, Ohio and West Virginia for the foreseeable future. This
supply, in combination with the Company’s SO; removal systems, is expected to enable LG&E to continue to
provide electric service in compliance with existing environmental laws and regulations. Coal is delivered to
LG&E’s generating stations by a mix of transportation modes including rail and barge.

GAS SUPPLY

LG&E purchases natural gas supplies from multiple sources under contracts for varying periods of time, while
transportation services are purchased from Texas Gas and Tennessee GGas.
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LG&E currently transports natural gas on the Texas (Gas system under Rate Schedules NNS and FT service.
LG&E’s total winter season NNS capacity is 184,900 MMBtu/day and its total summer season NNS capacity is
60,000 MMBtu/day. There are three separate NNS agreements with Texas Gas which are subject to termination
by LG&E in equal amounts during 2010, 2011 and 2013. LG&E’s total winter and summer season F1 capacity is
28,000 MMBtu/day. One of the FT agreements with Texas Gas is for 10,000 MMBtu/day (winter and summer
seasons) and is subject to termination by LG&E during 2011. The other FT agreement with Texas Gas is for
18,000 MMBtu/day (winter and summer seasons) and has been terminated effective November 1, 2008.
Commencing November 1, 2008, LG&E has contracted for transportation service with Texas Gas under Rate
Schedule Short-Term Firm with a winter season capacity of 100 MMBtw/day and a summer season capacity of
18,000 MMBtu/day. This new Short-Term Firm agreement is subject to termination by LG&E during 2013.
LG&E also transports on the Tennessee Gas system under Tennessee Gas’ Rate Schedule FT-A. LG&E’s
contract capacity with Tennessee Gas is 51,000 MMBtu/day throughout the year (winter and summer seasons).
The FT-A agreement with Tennessee (as expires during 2012.

LG&E participates in rate and other proceedings affecting the regulated interstate natural gas pipelines that
provide it service. Both Texas Gas and Tennessee Gas have active proceedings at the FERC in which LG&E is
participating. However, neither pipeline is billing charges subject to refund, and neither currently has rate case
proceedings before the FERC that would change the pipeline’s base transportation rates under which LG&E
receives service.

LG&E also has a portfolio of supply arrangements of various terms with a number of suppliers designed to meet
its firm sales obligations These natural gas supply arrangements include pricing provisions that are market-
responsive. These natural gas supplies, in tandem with pipeline transportation services, provide the reliability and
flexibility necessary to serve LG&E’s natural gas customers.

For further discussion of wholesale natural gas prices, see Note 2 of Notes to Financial Statements.

ENVIRONMENTAL MATTERS

Protection of the environment is a major priority for LG&E. Federal, state and local regulatory agencies have
issued LG&E permits for various activities subject to air quality, water quality and waste management laws and
regulations. See Note 9 of Notes to Financial Statements for additional information.

COMPETITION

At this time, neither the Kentucky General Assembly nor the Kentucky Commission has adopted or approved a
plan or timetable for retail electric industry competition in Kentucky. The nature or timing of the ultimate
legislative or regulatory actions regarding industry restructuring and their impact on LG&E, which may be
significant, cannot currently be predicted. Some states that have already deregulated have begun discussions that
could lead to re-regulation. See Note 2 of Notes to Financial Statements for additional information.

EMPLOYEES AND LABOR RELATIONS

LG&E had 944 full-time regular employees at December 31, 2007, 655 of which were operating, maintenance and
construction employees represented by the IBEW Local 2100. LG&E and employees represented by the IBEW
Local 2100 signed a three-year collective bargaining agreement in November 2005. 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.



OFFICERS OF THE COMPANY

At December 31, 2007; **

Effective Date of
Election to

Name Age Position Present Position
Victor A. Staffieri 52 Chairman of the Board, President and Chief Executive May 2001
Officer
John R. McCall 64 Executive Vice President, General Counsel, Corporate July 1994
Secretary and Chief'Comp]iance Officer
S. Bradford Rives 49 Chief Financial Officer September 2003
Martyn Gallus * 43 Senior Vice President — Energy Marketing December 2000
Chris Hermann 60 Senior Vice President — Energy Delivery February 2003
Paula H Pottinger 50 Senior Vice President — Human Resources January 2006
Paul W. Thompson 50 Senior Vice President — Energy Services June 2000
Wendy C Welsh 53 Senior Vice President — Information Technology December 2000
Michael S. Beer 49 Vice President — Federal Regulation and Policy September 2004
Lonnie E. Bellar 43 Vice President — State Regulation and Rates August 2007
Kent W. Blake 41 Vice President — Corporate Planning and Development August 2007
D. Ralph Bowling 50 Vice President — Power Operations —~ WKE August 2002
Laura G. Douglas 58 Vice President — Corporate Responsibility and November 2007
Community Affairs
R. W. Chip Keeling 51 Vice President — Communications March 2002
John P. Malloy 46 Vice President — Energy Delivery — Retail Business April 2007
Dorothy E. O’Brien 54 Vice President and Deputy General Counsel — Legal October 2007
and Environmental Affairs
George R. Siemens 58 Vice President — External Affairs January 2001
P. Greg Thomas 51 Vice President —~ Energy Delivery — Distribution April 2007
Operations
John N. Voyles, Jr. 53 Vice President — Regulated Generation June 2003
Daniel K. Arbough 46 Treasurer December 2000
Valerie L. Scott 51 Controller January 2005

Officers generally serve in the same capacities at LG&E and its affiliates, E. ON U 8. and KU.
*Mr. Gallus is serving in a position with an international E.ON affiliate, effective January 2008.
**David Sinclair, age 46, was promoted to Vice President — Energy Marketing in January 2008.



Risk Factors

LG&E is subject to a number of risks, including without limitation, those listed below and elsewhere in this
document. Such risks could affect actual results and cause results to differ materially from those expressed in any
forward-looking statements made by LG&E.

The electric and gas rates that LG&E charges customers, as well as other aspects of the business, are
subject to significant and complex governmental regulation. Federal and state entities regulate many aspects
of utility operations, including financial and capital structure matters; siting and construction of facilities; rates,
terms and conditions of service and operations; mandatory reliability and safety standards; accounting and cost
allocation methodologies; tax matters; acquisition and disposal of utility assets and securities and other matters.
Such regulations may subject LG&E to higher operating costs or increased capital expenditures and failure to
comply could result in sanctions or possible penalties. In any rate-setting proceedings, federal or state agencies,
intervenors and other permitted parties may challenge LG&E’s rate request and ultimately reduce, alter or limit
the rates LG&E seeks.

Changes in transmission and wholesale power market structures, as well as LG&E’s exit from the MISO,
could increase costs or reduce revenues. The resulting changes to transmission and wholesale power market
structures and prices are not estimable and may result in unforeseen effects on energy purchases and sales,
transmission and related costs or revenues.

Transmission and interstate market activities of LG&E, as well as other aspects of the business, are
subject to significant FERC regulation. LG&E’s business is subject to extensive regulation under the FERC
covering matters including rates charged to transmission users and wholesale customers; interstate power market
structure; construction and operation of transmission facilities; mandatory reliability standards; standards of
conduct and affiliate restrictions; certain natural gas operations and other matters. Existing FERC regulation,
changes thereto or issuances of new rules or situations of non-compliance, can affect the earnings, operations or
other activities of LG&E.

LG&E undertakes significant capital projects and is subject to unforeseen costs, delays or failures in such
projects, as well as risk of full recovery of such costs. The completion of these facilities without delays or cost
overruns is subject to risks in many areas including approval and licensing; permitting; construction problems or
delays; increases in commodity prices or labor rates; contractor performance; weather and geological issues and

political, labor and regulatory developments.

LG&E’s costs of compliance with environmental laws are significant and are subject to continuing
changes. Extensive federal, state and local environmental regulations are applicable to LG&E’s air emissions,
water discharges and the management of hazardous and solid waste, among other areas; and the costs of
compliance or alleged non-compliance cannot be predicted with certainty. Costs may take the form of increased
capital or operating and maintenance expenses; monetary fines, penalties or forfeitures or other restrictions.

LG&E'’s operating results are affected by weather conditions, including storms and seasonal temperature
variations, as well as by significant man-made or accidental disturbances, including terrorism or natural
disasters. These weather or man-made factors can significantly affect LG&E’s finances or operations by
changing demand levels; causing outages; damaging infrastructure or requiring significant repair costs; affecting
capital markets or impacting future growth.

LG&E is subject to risks regarding potential developments concerning global climate change matters.
Such developments could include potential federal or state legisiation or industry initiatives limiting GHG
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emissions; establishing costs or charges on GHG emissions or on fuels relating to such emissions; requiring GHG
remediation or sequestration; establishing renewable portfolio standards or generation fleet-diversification
requirements to address GHG emissions; promoting energy efficiency and conservation or other measures.
LG&E’s generation fleet is predominantly coal-fired and may be highly impacted by developments in this area.

LG&E'’s business is concentrated in the Midwest United States, specifically Kentucky. Local and regional
economic conditions, such as population growth, industrial growth or expansion and economic development, as
well as the operational or financial performance of major industries or customers, can affect the demand for
energy.

LG&E is subject to operational risks relating to its generating plants, transmission facilities and
distribution equipment. Operation of power plants, transmission and distribution facilities subjects LG&E to
many risks, including the breakdown or failure of equipment; accidents; labor disputes; delivery/transportation
problems; disruptions of fuel supply and performance below expected levels.

LG&E could be negatively affected by rising interest rates, downgrades to company or bond insurer credit
ratings that could impact the Company’s bond credit ratings or other negative developments in its ability
to access capital markets. In the ordinary course of business, LG&E is reliant upon adequate long-term and
short-term financing means to fund its significant capital expenditures, debt interest or maturities and operating
needs. Increases in interest rates could result in increased costs to LG&E.

LG&E is subject to commodity price risk, credit risk, counterparty risk and other risks associated with the
energy business. General market or pricing developments or failures by counterparties to perform their
obligations relating to energy, fuels, other commodities, goods, services or payments could result in potential
increased costs to LG&E.

LG&E is subject to risks associated with defined benefit retirement plans, health care plans, wages and
other employee-related matters. Risks include adverse developments in legislation or regulation, future costs or
funding levels, returns on investments, interest rates and actuarial matters, as well as, changing wage levels,
whether related to collective bargaining agreements or employment market conditions, ability to attract and retain
key personnel and changing costs of providing health care benefits.



Legal Proceedings
Rates and Regulatory Matters

For a discussion of current rates and regulatory matters, including electric and natural gas base rate increase
proceedings, merger surcredit proceedings, VDT proceedings, TC2 proceedings, Kentucky Commission, FERC
and MISO proceedings and other rates or regulatory matters affecting LG&E, see Notes 2 and 9 of Notes to
Financial Statements.

Environmental

For a discussion of environmental matters including additional reductions in SO,, NOx and other emissions
mandated by recent or potential regulations; items regarding other emissions proceedings and the manufactured
gas plant sites; global warming or climate change matters and other environmental items affecting LG&E, see
Note 9 of Notes to Financial Statements.

Litigation
For a discussion of litigation matters, see Note 9 of Notes to Financial Statements.
Other

In the normal course of business, other lawsuits, claims, environmental actions and other governmental
proceedings arise against LG&E. To the extent that damages are assessed in any of these lawsuits, LG&E
believes that its insurance coverage is adequate. Management, after consultation with legal counsel, does not
anticipate that liabilities arising out of currently pending or threatened lawsuits and claims will have a material
adverse effect on LG&E’s financial position or results of operations.



Selected Financial Data

Years Ended December 31

(in miilions)

2007 2006 2005 2004 2003
Operating revenues $1.286 $1.338 $1.424 $1,173 $1.004
Net operating income 230 $ 223 230 185 179
Net income 120 11 129 $ 96 § 91
Total assets 33,313 $3.184 $3,146 2,967 $2.882
Long-term obligations
(including amounts
due within one year) $ 984 3820 3 821 872 § 798

|
|

Management’s Discussion and Analysis and Notes to Financial Statements should be read in
conjunction with the above information.
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Management’s Discussion and Analysis

The following discussion and analysis by management focuses on those factors that had a matenal effect on LG&E'’s
financial results of operations and financial condition during 2007 and 2006 and should be read in connection with
the financial statements and notes thereto.

Forward Looking Statements

Some of the following discussion may contain forward-looking statements that are subject to risks, uncertainties
and assumptions. Such forward-looking statements are intended to be identified in this document by the words
"anticipate,” "expect," "estimate," "objective," "possible," "potential” and similar expressions. Actual results may
materially vary. Factors that could cause actual results to materially differ include: general economic conditions;
business and competitive conditions in the energy industry; changes in federal or state legislation; unusual
weather; actions by state or federal regulatory agencies; actions by credit rating agencies and other factors
described from time to time in LG&E’s reports, including as noted in the Risk Factors section of this report.

RESULTS OF OPERATIONS

The electric and gas utility business is affected by seasonal temperatures. As a resuli, operating revenues (and
associated operating expenses) are not generated evenly throughout the year.

Net Income

Net income related to the electric business increased $5 million and net income related to the natural gas business
decreased $2 million in 2007 compared to 2006, resuiting in an overall $3 million net income increase. Increased
retail sales volumes associated with warmer summer weather and cooler winter weather and increased natural gas
wholesale sales resulted in an increase in net income. Lower electric wholesale sales and lower MISO related
revenues partially offset this increase.

Revenues

Electric revenues in 2007 decreased $10 million primarily due to:
» Decreased wholesale sales (866 million) due to decreased volumes and lower wholesale market
pricing
o Decreased MISO related revenues ($8 million) resulting from the exit from the MISO

These decreases were partially offset by:
* Increased fuel costs (§35 million) billed to customers through the FAC due to increased fuel prices
and sales volumes delivered
e Increased sales volumes delivered ($19 million) resulting from a 3% increase in heating degree days
and a 51% increase in cooling degree days
e Increased ECR surcharge ($9 million) due to increased recoverable capital spending

Natural gas revenues in 2007 decreased $42 million primarily due to a decrease in the average cost of gas billed
to customers throughout the year ($71 million), partially offset by increased volumes ($19 million) and increased
wholesale sales ($10 million).
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Expenses

Fuel for electric generation and natural gas supply expenses comprise a large component of total operating
expenses. Increases or decreases in the cost of fuel and natural gas supply are reflected in electric and natural gas
retail rates, through the FAC and GSC, subject to the approval of the Kentucky Commission.

Fuel for electric generation increased $24 million in 2007 primarily due to:
e Increased cost of fuel burned ($17 million) due to higher coal prices
¢ Increased generation ($7 million) due to higher demand

Power purchased expense decreased $32 million in 2007 primarily due to:
e Decreased volumes purchased ($33 million) due to increased internal generation
e Increased cost per Mwh of purchases (32 million) due to higher fuel prices

(3as supply expenses decreased $41 million in 2007 primarily due to:
e Decreased cost of net gas supply ($77 million} due to lower inventory unit cost and adjustments to the
GSC for recoveries
e Increased volumes of natural gas delivered to the distribution system ($36 million) due to higher
demand

Other operation and maintenance expenses decreased $12 million in 2007 primarily due to decreased other
operation expenses ($17 million), partially offset by increased maintenance expenses ($4 million).

Other operation expenses decreased $17 million in 2007 primarily due to:

o Decreased VDT workforce reduction expense ($8 million) due to completion of VDT amortization in
March 2006

o Decreased MISO Day 1 and Day 2 expense ($8 million) due to the exit from the MISO effective
September 1, 2006, and refunds from the MISO for certain charges
Decreased steam expense ($5 million) due to lower lease expense
Decreased pension expense (33 million) due to a pension contribution early in 2007
Decreased write-offs of uncoliectible accounts ($3 million) primarily due to lower gas prices in 2007
as compared with prices in the first quarter of 2006

o Increased wholesale expense ($6 million) due to a recorded credit in April 2006 for a FERC ordered
refund from the MISO for charges assessed in excess of the rates in the MISO transmission tariff

» Increased scrubber reactant expense ($2 million) due to a higher priced lime contract in 2007

Maintenance expenses increased $4 million in 2007 primarily due to:
e Increased boiler maintenance expense (33 million)
o Increased gas main distribution maintenance and other maintenance services ($2 million)
e Decreased overhead conductor and devices maintenance ($1 million)

Other expense — net decreased $2 million in 2007 primarily due to increased other income ($1 million) and
decreased other expense (31 million).

Interest expense increased $9 million in 2007 primarily due to increased interest to affiliated companies ($8

million) due to increased affiliate borrowings to fund the pension plan and redeem the Company’s preferred stock
and increased interest rates on variable rate debt ($1 million).
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CRITICAL ACCOUNTING POLICIES/ESTIMATES

Preparation of financial statements and related disclosures in compliance with generally accepted accounting
principles requires the application of appropriate technical accounting rules and guidance, as well as the use of
estimates. The application of these policies necessarily involves judgments regarding future events, including
legal and regulatory challenges and anticipated recovery of costs. These judgments could materially impact the
financial statements and disclosures based on varying assumptions, which may be appropriate to use. In addition,
the financial and operating environment also may have a significant effect, not only on the operation of the
business, but on the results reported through the application of accounting measures used in preparing the
financial statements and related disclosures, even if the nature of the accounting policies applied has not changed.
Specific risks for these critical accounting policies are described in the Notes to Financial Statements. Each of
these has a higher likelihood of resulting in materially different reported amounts under different conditions or
using different assumptions. Events rarely develop exactly as forecasted and the best estimates routinely require
adjustment.

Critical accounting policies and estimates including unbilled revenue, allowance for doubtful accounts, regulatory
mechanisms, pension and postretirement benefits and income taxes are detailed in Notes 1, 2, 3, 5, 6 and 9 of Notes
to Financial Statements.

Recent Accounting Prenouncements. Recent accounting pronouncements affecting LG&E are detailed in Note |
of Notes to Financial Statements.

LIQUIDITY AND CAPITAL RESOURCES

LG&E uses net cash generated from its operations and external financing (including financing from affiliates) to
fund construction of plant and equipment and the payment of dividends. LG&E believes that such sources of
funds will be sufficient 10 meet the needs of its business in the foreseeable future.

As of December 31, 2007, LG&E is in a negative working capital position in part because of the classification of
certain variable-rate pollution control bonds totaling $120 million that are subject to tender for purchase at the
option of the holder as current portion of long-term debt. Credit facilities totaling $125 million are in place to
fund such tenders, if necessary. LG&E has never needed to access these facilities. LG&E expects to cover any
working capital deficiencies with cash flow from operations, money pool borrowings and borrowings from
Fidelia.

Operating Activities
Cash provided by operations was $138 million and $320 million in 2007 and 2006, respectively.

The 2007 decrease of $182 million was primarily the result of decreases in cash due to changes in:

»  Accounts receivable ($88 million) due to higher GSC and FAC billings in December 2007, related to
higher year end coal and gas prices

s Materials and supplies ($48 million) due to higher coal inventory at December 31, 2007 resulting from
higher coal prices as well as greater volumes on hand
GSC recovery ($40 million) due to refunds of over recoveries
Pension and postretirement funding ($26 million)
Accrued income taxes ($22 million) due to estimated payments during 2007 being greater than income tax
accrued
Property and other taxes payable ($17 million)
Prepaid pension asset ($14 million)
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These decreases were partially offset by cash provided by changes in:

Accounts payable (333 million)

o Earnings, net of non-cash items ($13 million)

o  MISO exit fee ($13 million) due to the MISO exit being completed effective September 1, 2006
e ECR recovery ($13 million)

Investing Activities

The primary use of funds for investing activities continues to be for capital expenditures. Net cash used for
investing activities in 2007 increased $50 million in 2007 compared to 2006, primarily due to increased capital
expenditures of $48 million and $2 million in restricted cash. Restricted cash primarily relates to cash received as
a prepayment for equipment on order for the Louisville Arena project.

Financing Activities

Net cash inflows (outflows) for financing activities were $56 million and ($173) million in 2007 and 2006,
respectively. See Note 7 of Notes to Financial Statements for information of redemptions, maturities and
issuances of long-term debt.

Future Capital Requirements

LG&E expects its capital expenditures for the three-year period ending December 31, 2010, to total
approximately $735 million, consisting primarily of construction of TC2 totaling approximately $85 million
(including $25 million for environmental controls), gas main replacement initiatives of approximately $50
million, redevelopment of the Ohio Falls hydroelectric facility totaling approximately $45 million, a customer
care system totaling approximately $30 million and on-going construction related to generation and distribution
assets. See Note 9 of Notes to Financial Statements for additional information.

LG&E’s construction program is designed to ensure that there will be adequate capacity and reliability to meet
the electric and gas needs of its service area and to comply with environmental regulations. These needs are
continually being reassessed and appropriate revisions are made, when necessary, in construction schedules.
Future capital requirements may be affected in varying degrees by factors such as electric energy demand load
growth, changes in construction expenditure levels, rate actions by regulatory agencies, new legislation, market
entry of competing electric power generators, changes in commodity prices and labor rates, changes in
environmental regulations and other regulatory requirements. See Contractual Obligations further below and
Note 9 of Notes to Financial Statements for current commitments. LG&E anticipates funding future capital
requirements through operating cash flow, debt and/or infusions of capital from its parent.

Regulatory approvals are required for LG&E to incur additional debt. The FERC authorizes the issuance of short-
term debt while the Kentucky Commission authorizes issuance of long-term debt. In November 2007, LG&E
received a two-year authorization from the FERC to borrow up to $400 million in short-term funds.

LG&E’s debt ratings as of December 31, 2007, were:

Moody’s S&P
Pollution control revenue bonds A2 BBB-+
Issuer rating A2 .
Corporate credit rating - BBR+
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These ratings reflect the views of Moody’s and S&P. A security rating is not a recommendation to buy, sell or
hold securities and is subject to revision or withdrawal at any time by the rating agency. See Note 7 of Notes to
Financial Statements for a discussion of recent downgrade actions related to the pollution control revenue bonds.

(Contractual Obligations

The following is provided to summarize contractual cash obligations for periods after December 31, 2007. LG&E
anticipates cash from operations and external financing will be sufficient to fund future obligations. Future
interest obligations cannot be quantified because most of LG&E’s debt is variable rate. See Statements of
Capitalization.

{(in millions) . Payments Due by Period
Contractual Cash Obligations 2008 2009 2010 2011 2012 Thereafter Total

Short-term debt (a) 5 78 5 - h) - 38 - &8 - 3 - s 78
Long-term debt - - - 25 959 (b) 984
Operating leases (c¢) 5 4 4 3 3 5 24
Unconditional power

purchase obligations (d) 16 I8 19 19 19 122 413
Coal and gas purchase

obligations (e) 245 197 200 212 67 5 926
Retirement obligations (f) 15 35 34 34 33 167 338
Other obligations (g) 5 _ 26 3 - - - 104
Total contractual

cash obligations 454 3280 $ 260 $268 5. 147 51,458 52,867

(a) Represents borrowings from affiliated company due within one year

(b) Includes long-term debt of $120 million classiied 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

{¢) Represents future operating lease payments.

(d) Represents future minimum payments under OVEC power purchase agreements through 2026,

(e} Represents contracts to purchase coal and natural gas.

(f) Represents currently projected cash flows for pension, postretirement and other post-empioyment benefits as calcuiated by
the actuary.

(g) Represents construction commitments, including commitments for TC2

CONTROLS AND PROCEDURES

The Company is responsible for establishing and maintaining adequate internal control over financial reporting.
Internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company's internal control over financial reporting includes
those policies and procedures that pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company; provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets
that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstate-
ments. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls
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may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

The Company has assessed the effectiveness of its internal control over financial reporting as of December 31,
2007. In making this assessment, the Company used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission in Internal Control - Integrated Framework (“C0OSO™). The
Company has concluded that, as of December 31, 2007, the Company's internal control over financial reporting
was effective based on those criteria,

LG&E is no longer subject to the internal control and other requirements of the Sarbanes-Oxley Act of 2002 and
associated rules (the "Act") and consequently has not issued Management's Report on Internal Controls over
Financial Reporting pursuant to Section 404 of the Act.
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Louisville Gas and Electric Company
Statements of Income

(Millions of §)
Years Ended December 31
2007 2006
OPERATING REVENUES:
Electric {Note 12) . . i 5 9313 § 943
Gas ... . e e e i e 353 395
Total operatmg TEVENMUES - . oo oo 1.286 1,338
OPERATING EXPENSES:
Fuel for electric generation .. ... . 38 294
Power purchased (Notes 9 and 12)... T PR P 82 1i4
Gias supply expenses .. . e e 254 295
Other operation and maintenance expenses PP 276 288
Depreciation and amortization (Note 1) .. SR 126 124
Total operating eXpenses .. ... PP 1,056 1.115
Net operating income ..., e e, 230 223
Other expense - net ... . . e e e ] 3
Interest expense (Notes 7 and 8) U PSRRI 29 28
Interest expense to affiliated companies (Note 12) .......... SR 21 1
Income before income taxes C e PR PN 179 179
Federal and state income taxes (Note 8) . e, 59 62
Net income ..o 0 o e $.120 $ 117

The accompanying notes are an integral part of these financial statements.

Statements of Retained Earnings

(Millions of $)
Years Ended December 31
2007 2006
Balance JANUATY 1. .o i i e 5639 Fo21
Add net incomne.. e s 120 117
Preferred stock buyback PP SRR e dd) -
755 738
Deduct: Cash dividends declared on stock:
5% cumulative preferred ... - i
Auction rate cumulative preferred ... .. .. e - 3
Common .. 6 95
635 99
Balance December 31 . e e $690 $639

The accompanying notes are an integral part of these financial statements.

17



Louisville Gas and Electric Company
Statements of Comprehensive Income

(Millions of $)
Years Ended December 31
2007 2006

Net income. ... .. ... SRR $120 $117
Gain (loss) on derivative instruments and hedging activities,

net of tax benefit (expense) of $2 and $(1) for 2007 and 2006,

respectively (Notes Fand 3) . . 4) 2
Additional minimum pension liability adjustment, net of tax expense

of 50 and $30 for 2007 and 2006, respectively (Note 5)........................ - 47
Other comprehensive income (loss), netof tax (Note 13) . .. ) _49
Comprehensive ICOME . oo e 116 $166

The accompanying notes are an integral part of these financial statements,
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Louisville Gas and Electric Company
Balance Sheets

{Millions of $)
December 31
2007 2006
ASSETS:
Current assets:
Cash and cash equivalents (Note 1) . e, 5 4 $ 7
Restricted cash (Note 1) ... : PR 7 -
Accounts receivable - less reserve of $2 in 2007 and 2006 ('Note l) ,,,,,,,,, s 189 165
Accounts receivable from affiliated companies (Note 12) ... .. ... - 19
Materials and supplies (Note 1):
Fuel (predominantly coal) .. ... 46 38
Gas stored underground .. ... . e e 81 83
Other materials and supplies. . e 31 30
Prepayments and other curTent assets ... ... e 13 9
Total current assels .. . ... .. L e e e 371 351
Utility plant, at o:tgmal cost {(Note 1)
BleCtrie o e 3,246 3,200
(‘ommon G e o 178 180
Total utility plant, at ongﬁlnal cos! it s s e 3,975 3,906
Less: reserve for depreciation T, 1.619 1.534
Total utility plant, net e e e e 2,356 2,372
Construction work in progress ... ... 344 217
Total utility plant and construction work in progress ................ 2.700 2.589
Deferred debits and other assets:
Restricted cash (NOe B} 0 i i e 12 16
Prepaid pension assels. ... .. . e v : 14 -
Regulatory assets (Notes | and 7}
Pension and postretirement berefits .. ... 110 126
Other . e s 94 93
Other asse{s P RO 12 9
Total deferred debtts and other assels PSPPSR PP PP 242 244
Total Assets ... .. ... : PG $3.313 33,184

The accompanying notes are an integral part of these financial statements
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Louisville Gas and Electric Company
Balance Sheets (continued)
(Millions of §)

LIABILITIES AND EQUITY:
Current liabilities:
Current portion of long term debt (Note 7) . SR
Notes payable to affiliated companies (Noles 8 and EZ) .........
Accounts payable . ... ... .
Accounts payable to affiliated compames (Note 12)

Customer deposits OSSR
Other carrent labilities . ... o e
Total current liabitities ... . o e

Long-term debt:
Long-term bonds (Note 7}.. . e, e N
Long-term notes to afﬁhated company (Note 7)
Mandatorily redeemable preferred stock (Note 7)

Total long-term debt .. e e

Deferred credits and other Habilities:
Accumulated deferred income taxes (Note 6) ...
Accumulated provision for pensions and reiated beneﬁts (Note 5)
Investment tax credit, in process of amortization . e
Asset retirement ObHEatioNS ... . e e
Regulatory liabilities (Note 2):
Accumulated cost of removal of utility plant
Deferred income taxes . ... U
Other reguiatory labilities ... ... ...
Other liabilities .
Total deferved credits and other habllmes

Commitments and contingencies (Note 9)
Cumulative preferred stock .

COMMON EQUITY:
Common stock, without par value -
Authorized 75,000,000 shares, outstandmg 21,294,223 shares ...
Additional paid-in capital (Note 12} . - e
Accumulated other comprehensive income (Note 13)
Retained earnings ...
Total common equity ... ...

Total Liabilities and EQUItY ... v i s e e,

The accompanying notes are an integral part of these financial statements.
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December 31

2007 2006
$ 120 $ 24%
78 68
111 103
57 55

19 18

34 40
419 532
454 328
410 25

- 19

864 572
342 333
04 149

46 41

30 28
241 232
50 54

19 35

_ 47 44
569 916

- 70

424 424
60 40
(13) &)
690 639
1.161 1,094
$3,313 £3.184



Louisville Gas and Electric Company
Statements of Cash Flows

(Millions of $)
Years Ended December 31
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income. ... e 120 ¥ 117
Items not requiring cash currently
Depreciation and amortization.. .. . ..o 126 124
Deferred income taxes ~Net . ... . o 9 22
Investment tax credit - et ... L 5 (H
VDT amortization.. - PR -
Provision for pension and postfetlrement pians,.,.,....,‘.‘.... 16 (13)
Other ... . TS (3) 3
Change in certain currem assets anci hab:hlles
Accounts receivable . .0 L (5) 83
Materials and supplies .. ... .. ... e (N 41
Accounts payable .. . . L (14) 47
Accrued INCOMEB LAXES . ... oo e (14) 8
Property and other taxes payable PP 3 14
Prepayments and other current assets. ... o (4) -
Prepaid pension @ssel . . . e (14} -
Other current liabilities. .. et s 7 2
Pension and postretirement funding. ..o e (55) (29)
Gas supply clause receivable, met ..o (23) 17
Fuel adjustmenl clause receivable, net. ... (5) C))
MISO exitfee.... ... e - (13)
Environmental cost FECOVEry mechamsm recewable SPUSII 6 (7
Other.. ... _® )
Net cash provided by operatmg actw:t:es 138 320
CASH FLOWS FROM INVESTING ACTIVITIES:
Construction expenditures ... ..o e {194} (146)
Change investricted cash .. . . . e (3) (1)
Net cash used for investing activities . . .on v {197) (147
CASH FLOWS FROM FINANCING ACTIVITIES:
Long-term borrowings from affiliated company (Note 7). ............ 185 -
Short-term borrowings from affiliated company (Note 8} ..o 134 700
Repayment of short-term borrowings from affiliated company ... (124) (773)
Retirement of first mortgage bonds. .. ..o oo (126) -
Issuance of pollution control bonds. . 126 -
Retirement of cumulative preferred stock (70) -
Retirement of mandatorily redeemable preferred stock e, (20) M
Preferred stock buyback adjustment . OO C)) -
Payment of dividends. . ... . e (65) 99
Additional paid-in capital . . e s _ 20 -
Net cash provided by (used for) f’mancmg actwmes __56 {173)
Change in cash and cash equivalents............. ... 3 -
Cash and cash equivalents at beginning of‘year . P 1 _ 1
Cash and cash equivalents atendof year ... .. 3.4 5 7
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Income taxes . . e e $62 564
Interest on bonowed money 24 24
Interest to affiliated compames on bnrroweci money......... e 15 11

The accompanying notes are an integral part of these financial statements
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Louisville Gas and Electric Company
Statements of Capitalization
(Millions of $)

LONG-TERM DEBT (Note 7).
Pollution control series:
S due September 1, 2017, variable % . ...
T due September |, 2017, variable %...
U due August 15, 2013, variable % . .
Jefferson Co. 2000 Series A, due May 1, 202'." variab!e %
Trimble Co. 2000 Series A, due August I, 2030, variable % ......... -
Jefferson Co 2001 Series A environmental facilities bonds, due
September t, 2027, variable %... e TP
Jefferson Co. 2001 Series A polEunon control bonds due
September 1, 2026, variable %, . .. .. R
Trimble Co 20071 Series A, due September 1, 2026, vanable% TR
Jefferson Co. 2001 Series B, due November 1, 2027, variable %.. ...
Trimble Co. 2001 Series B, due November 1, 2027, variable %.... ...
Trimble Co 2002 Series A, due October 1, 2032, variable %..... ... .. ...
Louisville Metro 2003 Series A, due October 1, 2033, variable % ........ ...
Louisville Metro 2005 Series A, due February 1, 2033, variable %
Trimble Co. 2007 Series A, due June |, 2033,460% ...
Louisville Metro 2007 Series B, due June 1, 2033, variable %
Louisville Metro 2007 Series A, due June 1, 2033, variable %o...................
Notes payable to Fidelia:
Due January 16, 2012, 4 33%, unsecured ... e
Due Aprit 30, 2013, 4 55%, unsecured ... ... TS
Due August 15,2013, 5.31%, unsecured...... v i
Due November 26, 2022, 5 72%, unsecured ...
Due April 13, 2031, 5 93%, unsecured .. . e e e
Due Aprii 13, 2037, 598 %, unsecured . . ... .o
Mandatorily redeemable preferred stock:
$5 875 series, outstanding shares of 0 in 2007 and 200,000 in 2006 ... ..

Total long-term debt outstanding. ... . . ..o
Less current portion of long-term debt ..

Long-term debt ...
CUMULATIVE PREFERRED STOCK:

$25 par value, 1,720,000 shares authorized — 5% series, outstanding shares of 0 in
2007 and 860,287 in 2006 .. .
Without par value, 6,750,000 shares authonzed ~auction rate, outstandmg shares
of 0 in 2007 and 500,000 in 2006

COMMON EQUITY:
Common stock, without par value -
Authorized 75,000,000 shares, outsianding 21,294,223 shares ... ... ...
Additional paid-in capital (Note 12) ... . i
Accumulated other comprehensive income (Note 13) ... ...
Retained earnings ... ...
Total common equity ...
Total capitalization

The accompanying notes are an integral part of these financial statements.
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December 31

25
83

10

23
28
35
35
42
128
40
60
35
31

25
100
100

47

67

70

424
60
(13)
690
1.161

$2,025

424
40
(9)

639

1.094



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 SO, 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 subsidiary of E.ON U.S,, formerly known 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.

Regulatory Accounting. LG&E is subject to SFAS No. 71, under which regulatory assets are created based on
expected recovery from customers in future rates to defer costs that would otherwise be charged 1o expense.
Likewise, regulatory liabilities are created based on expected return to customers in future rates to defer credits
that would otherwise be reflected as income, or, in the case of costs of removal, are created to match long-term
future obligations arising from the current use of assets. The accounting for regulatory assets and liabilities is
based on specific ratemaking decisions or precedent for each item as prescribed by the FERC or the Kentucky
Commission. See Note 2, Rates and Regulatory Matters, for additional detail regarding regulatory assets and
labilities.

Cash and Cash Equivalents. LG&E considers all highly liquid investments with an original maturity of three
months or less to be cash equivalents.

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 restricted cash on LG&E’s balance sheet. An advance deposit of $7 million from
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 of the amounts
charged-off during the last twelve months to the retail revenues billed over the same period multiplied by the

retail revenues billed over the last four months. Accounts with no payment activity are charged-off after four

months, although collection efforts continue thereafier.

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 emission allowances inventory was less than
$1 million.
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Other Property and Investments. Other property 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 burn coal to generate electricity, 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 OVEC; 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, LO&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 payroll-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 of plant retired or disposed of in the normal course of business is deducted from plant accounts and such
cost is charged to the reserve for depreciation. When complete operating units are disposed of, appropriate
adjustments are made {o the reserve for depreciation and gains and losses, if any, are recognized.

Depreciation and Amortization. Depreciation is provided on the straight-line method over the estimated service
lives of depreciable plant. The amounts provided were approximately 3.2% in 2007 (3.0% electric, 2.8% gas and
7.7% common); and 3.2% in 2006 (3.0% electric, 2.9% gas and 7.8% common) of average depreciable plant. Of the
amount provided for depreciation, at December 31, 2007, approximately 0.4% electric, 0.8% gas and 0.1% common
were related to the retirement, removal and disposal costs of long lived assets. Of the amount provided for
depreciation, at December 31, 2006, approximately 0.4% electric, 0.9% gas and 0.4% common were 1elated to
the retirement, removal and disposal costs of long lived assets.

Unamortized Debt Expense. Debt expense is capitalized in deferred debits and amortized using the straight-line
method, which approximates the effective interest method, over the lives of the related bond issues.

Income Taxes. Income taxes are accounted for under SFAS No. 109, Accounting for Income Taxes and FIN 48,
Accounting for Uncertainty in Income Taxes, an Interpretation of SFAS No. 109. In accordance with these
staternents, deferred tax assets and liabilities are recognized for the future tax consequences atiributable 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. FIN 48
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. Uncertain tax positions are analyzed
periodically and adjustments are made when events occur to warrant a change. See Note 6, Income Taxes.

Deferred Income Taxes. Deferred income taxes are recognized at currently enacted tax rates for all material
temporary differences between the financial reporting and income tax bases of assets and liabilities.
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Investment Tax Credits. The EPAct 2005 added Section 48A to the Internal Revenue Code, which provides for
an investment tax credit to promote the commercialization of advanced coal technologies that will generate
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 permitied 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 billed volumes and unbilled volumes. The
allocation is based on a daily ratio of the number of meter reading cycles remaining in the month to the total
number of meter reading cycles in each month. Each day’s ratio is then multiplied by each day’s system net
deliveries to determine an estimated billed and unbilled volume for each day of the accounting period. The
unbilled revenue estimates included in accounts receivable were $65 million and $53 million at December 31,
2007 and 2006, respectively.

Fuel and Gas Costs. The cost of fuel for electric generation is charged to expense as used, and the cost of natural
gas supply is charped to expense as delivered to the distribution system. LG&E operates under a Kentucky
Commission-approved performance-based ratemaking mechanism related to natural gas procurement activity.
See Note 2, Rates and Regulatory Matters.

Management’s Use of Estimates, The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported assets and
liabilities and disclosure of contingent items at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Accrued liabilities, including legal and environmental, are
recorded when they are probable and estimable. Actual results could differ from those estimates.

Recent Accounting Pronouncements. The following are recent accounting pronouncements affecting LG&E:
SFAS No. 160

In December 2007, the FASB issued SFAS No. 160, Noncontrolling 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.

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-
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.
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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 framework for measuring fair value in generally accepted accounting principles and expands
disclosures about fair value measurements. SFAS No. 157 does not expand the application of fair value
accounting to new circumstances. In February 2008, the FASB issued FASB Staff Position 157-2, Effective Date
of FASB Statement No. 157, which delays the effective date of SFAS No. 157 for all nonfinancial assets and
liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring
basis (at least annually), to fiscal years beginning after November 15, 2008 and interim periods within those
fiscal years. SFAS No. 157 was adopted effective January 1, 2008, except as it applies to those nonfinancial
assets and liabilities, and had no impact on the statements of operations, financial position and cash flows,
however, the Company will provide additional disclosures relating to its financial derivatives, AROs and pension
assets as required in 2008.

FIN 48

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 determination of whether it is “more likely than not™ that a tax position will be sustained upon
examination. The second step is to measure a tax position that meets the “more likely than not” threshold. The tax
position is measured as the amount of potential benefit that exceeds 50% likelihood of being realized.

FIN 48 is effective for fiscal years beginning after December 15, 2006, and was adopted effective January 1,
2007. The impact of FIN 48 on the statements of operations, 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 virtually 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 of SFAS 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 during the first quarter of 2006 concerning the sole remaining open issue relating to

state income tax rates used in calculating the granted rate increase. On March 31, 2006, the Kentucky
Commission issued an Order resolving this issue in LG&E’s favor consistent with the original rate increase order.
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Regulatory 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 5 22
GSC adjustments 16 21
MISO exit 13 13
FAC 9 4
Unamortized loss on bonds 19 20
ECR 4 9
Other 5 4

Subtotal 94 93
Pension and postretirement benefits 110 126
Total regulatory assets 204 $ 219
Accumulated cost of removal of utility plant b 241 § 232
Deferred income taxes - net 50 54
GSC adjustments 10 31
Other 9 4
Total regulatory liabilities 310 $ 321

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 of the 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 AROQ liability at the time the underlying asset is retired. The MISO
exit amount represents the costs relating to the withdrawal from 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 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 Interpretation of SFAS No. 143, and SFAS
No. 143, Accounting for Asset Retirement Obligations follows:

ARG Net ARO Regulatory Accumulated
(in millions) Assets Liabilities Assets Cost of Removal
As of December 31, 2005 $ 4 $ 2N $ 20 $ 3
ARQ accretion - (1) 2 -
As of December 31, 2006 4 (28) 22 3
ARO accretion - (2) 2 -
Removal cost incurred - 1 - -
As of December 31, 2007 $ 4 3 (29) $ 24 $ 3
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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 fess
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 L.G&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 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 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% 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 regulatory orders, LG&E
withdrew from the MISO effective September 1, 2006. Specific proceedings regarding the costs and benefits of
the MISO and exit matters had been underway since July 2003. Since the exit from the MISQ, LG&E has been
operating under a FERC-approved open access-transmission tariff. LG&E now contracts with the Tennessee
Valley Authority to act as its transmission Reliability Coordinator and Southwest Power Pool, Inc. to function as
Independent Transmission Organization, pursuant to FERC requirements.

L.G&E and the MISO have agreed upon overall calculation methods for the contractual exit fee to be paid by the
Company following its withdrawal. In October 2006, LG&E paid approximately $13 million to the MISO
pursuant to an invoice regarding the exit fee and made related FERC compliance filings. The Company’s
payment of this exit fee amount was with reservation of its rights to contest the amount, or components thereof,
following a continuing review of its calculation and supporting documentation. In December 2006, LG&E
provided notice to the MISO of its disagreement with the calculation of the exit fee. LG&E and the MISO have
resolved their dispute regarding the calculation of the exit fee and, in November 2007, filed an application with
the FERC for approval of a recalculation agreement. In March 2008, the FERC approved the parties’
recalculation of the exit fee, and the approved agreement provides LG&E with an immediate recovery of less
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than $1 million and will provide an estimated 32 million over the next eight years for credits realized from other
paymerts the MISO will receive, plus interest. Orders of the Kentucky Commission approving the Company’s
exit from the MISO have authorized the establishment of a regulatory asset for the exit fee, subject to adjustment
for possible future MISO credits, and a regulatory liability for certain revenues associated with former MISO
administrative charges, which may continue fo be collected via base rates. The treatment of the regulatory asset
and liability will be determined in LG&E’s next rate case, however, the Company historically has received
approval to recover and refund regulatory assets and liabilities.

FAC. LG&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.

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 January 2008, the Kentucky Commission initiated a routine examination of LG&E’s FAC for the six-month
period May 1, 2007 through October 31, 2007. Data discovery is ongoing and a public hearing is scheduled in
March 2008.

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
of the fuel clause and transfer of fuel costs from the FAC to base rates for November 1, 2004 through October 31,
2006. In March 2007, the KIUC challenged LG&E’s recovery of approximately $1 million in aggregate fuel costs
LG&E incurred during a period prior to its exit from the MISO and requested the Kentucky Commission disallow
this amount. A public hearing was held in May 2007. In October 2007, the Kentucky Commission issued its
Order approving the calculation and application of LG&E’s FAC charges and fuel procurement practices and
indicated that LG&E was in compliance with the provisions of Administrative Regulation 807 KAR 5:5056. The
Kentucky Commission further approved LG&E’s recommendation for the transfer of fuel cost from the FAC to
base rates. In November 2007, the KIUC filed a petition for rehearing, claiming the Kentucky Commission
misinterpreted the KIUC’s arguments in the proceeding. In the same month, the Kentucky Commission issued an
Order denying the KIUC’s request for rehearing. An appeal was not filed by the KIUC.

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 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 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’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 of 2004, and resulted in Audit Progress Reports being filed by
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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 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.

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 upgrades 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
approximately $30 million is for the Air Quality Control System at TC2. A final Order was issued by the
Kentucky Commission in December 2006, approving all expenditures and investments as submitted.

In April 2006, the Kentucky Commission initiated six-month and two-year reviews of LG&E’s environmental
surcharge for six-month periods ending October 2003, April 2004, October 2004, October 2005 and April 2006,
and for the two-year period ending April 2005. A final Order was received in January 2007, approving the
charges and credits billed through the ECR during the review period as well as approving billing adjustments, a
roll-in to base rates, revisions to the monthly surcharge filing and the rate of return on capital.

VDT. In December 2001, the Kentucky Commission issued an Order approving a settlement agreement allowing
LG&E to set up a regulatory asset of $141 million for workforce reduction costs and begin amortizing it over a
five-year period starting in April 2001. Some employees rescinded their participation in the voluntary enhanced
severance program, which 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 ratepayers over
the same five-year period, reflecting a sharing (40% to the ratepayers and 60% to LG&E) of savings as stipulated
by LG&E, net of amortization costs of the workforce reduction. The five-year VDT amortization period expired
in March 2006

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 a joint 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 LG&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.

Merger Surcredit. As part of the 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
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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% of the net non-fuel cost savings estimated to be achieved from the merger be provided to
ratepayers through a monthly bill credit, and 50% be retained by LG&E over a five-year period. In that same
order, the Kentucky Commission required LG&E, 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. LG&E submitted this
filing in January 2003, proposing to continue to share with ratepayers, on a 50%/50% basis, the estimated fifth-
year gross level of non-fuel savings associated with the merger. In October 2003, the Kentucky Commission
issued an Order approving a settlement agreement reached with the parties in the case. According to the Order,
LG&E’s merger surcredit would remain in place for another five-year term beginning July 1, 2003, the merger
savings would continue to be shared 50% with ratepayers and 50% with shareholders and LG&E would file a
plan for the merger surcredit six months before its expiration.

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

Pension and Postretirement Benefits. LG&E adopted SFAS No. 158, Employers’ Accounting for Defined
Benefit Pension and Other Postretirement Plans, 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, Employers’ Accounting for Pensions, and SFAS No. 106, Employers’ Accounting for Postretirement Benefits
Other than Pensions. both of which were amended by SFAS No. 158. Regulators have been clear and consistent
with their historical treatment of such rate recovery, therefore, I.G&E has recorded a regulatory asset
representing the probable recovery of the portion of the change in funded status of the pension and postretirement
plans that is expected to be recovered. The regulatory asset will be adjusted annually as prior service cost and
actuarial gains and losses are recognized in net periodic benefit cost.

Accumulated Cost of Removal of Utility Plant. As of December 31, 2007 and 2006, LG&E has segregated the
cost of removal, previously embedded in accumulated depreciation, of $241 million and $232 million,
respectively, in accordance with FERC Order No. 631. This cost of removal component is for assets that do not
have a legal ARO under SFAS No. 143. For reporting purposes in the balance sheets, LG&E has presented this
cost of removal as a regulatory liability pursuant to SFAS No. 71.

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

DSM. 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 KU 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.
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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 (“CAC”) for Lexington-Fayette, Bourbon, Harrison and Nicholas counties and the Kentucky Association
for Community Action (“KACA™), filed a motion for hearing. In January 2008, the CAC and KACA filed a
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 final order is issued.

QOther Regulatory 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 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, L.G&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 L.G&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 through 2008.

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

Market-Based Rate Authority. In July 2006, the FERC 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 it 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 LG&E/KU and Big River Electric Corporation contro] areas. In
June 2007, the FERC issued Order No. 697 implementing certain reforms to market-based rate regulations,
including restrictions similar to those previously in place for LG&E’s power sales at control area interfaces. As a
condition of receiving and retaining market-based rate authority, LG&E must comply with applicable affiliate
restrictions set forth in FERC’s regulation.
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FERC Audit Results. In July 2006, the FERC issued a final report under a routine audit that its Office of
Enforcement (formerly its Office of Market Oversight and Investigations) had conducted regarding the
compliance of E.ON U.S. and its subsidiaries, including LG&E, under the FERC’s standards of conduct and
codes of conduct requirements, as well as other areas. The final report contained certain findings calling for
improvements in E.ON U.S. and its subsidiaries’ structures, policies and procedures relating to transmission,
generation dispatch, energy marketing and other practices. E.ON U.S. and its subsidiaries have agreed to certain
corrective actions and have submitted procedures related to such corrective actions to the FERC. The corrective
actions are in the nature of organizational and operational improvements as described above and are not expected
to have a material adverse impact on the Company’s results of operations or financial condition.

Mandatory Reliability Standards. As a result of EPAct 2005, certain formerly voluntary reliability standards
became mandatory in June 2007, and authority was delegated to various regional reliability organizations
(“RRO”) by the Electric Reliability Organization, which was authorized by the FERC to enforce compliance with
such standards, including promulgating new standards. Failure to comply with mandatory reliability standards
can subject a registered entity to sanctions, including potential fines of up to $1 million per day as 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 1s 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 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 Apri] 2005, LG&E and KU 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 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.

PUHCA 2005. 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.

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,
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Smart Metering standards within eighteen months after the enactment of EPAct 2005 and to commence
consideration of Section 1254, Interconnection standards within one year after the enactment of EPAct 2005.
Following a public hearing with all Kentucky jurisdictional electric utilities, in December 2006, the Kentucky
Commission issued an Order in this proceeding indicating that the EPAct 2005 Section 1252, Smart Metering and
Section 1254, Interconnection standards should not be adopted. However, all five Kentucky Commission
jurisdictional utilities are required to file real-time pricing pilot programs for their large commercial and
industrial customers. LG&E developed a real-time pricing pilot for large industrial and commercial customers
and filed the details of the plan with the Kentucky Commission in April 2007. Data discovery concluded in July
2007, and no parties to the case requested a hearing. In February 2008, the Kentucky Commission issued an
Order approving the real-time pricing pilot program proposed by LG&E for implementation within
approximately eight months. LG&E will notify the Kentucky Commission 10 days prior to the actual

implementation date and will file annual reports on the program within 90 days of each plan year-end for the 3-
year pilot period.

As part of the LG&E 2004 rate case settlement agreements, and as referred to in the Kentucky Commission
EPAct 2005 Administrative Order, LG&E made its responsive pricing and smart metering pilot program filing,
which addresses real-time pricing for residential and general service customers, in March 2007. The AG and
KIUC were granted full intervention. In July 2007, the Kentucky Commission approved the application as filed,
for 100 residential customers and a sampling of other customers, and authorized LG&E to establish the
responsive pricing and smart metering pilot program, recovery of non-specific customer costs through the DSM

billing mechanism and the filing of annual reports by April 1, 2009, 2010 and 2011. LG&E must also file an
evaluation of the program by July 1, 2011.

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 began refurbishing the facility to add approximately 20 Mw of generating capacity in 2004, and plans to
spend approximately $45 million from 2008 to 2010.

Gas Storage Field Matter. In March 2007, LG&E 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,
which extends into Indiana. The review related, in part, to the applicable jurisdictional status of such operations
under the Natural Gas Act and whether additional applications, filings or exemptions were required or advisable.
During March 2007, LG&E reported to the FERC the existence of possible permiiting failures and in April 2007,
filed an application for corrective Federal Power Act authorizations. In July 2007, the FERC accepted LG&E’s
Federal Power Act filing granting appropriate permit status for retail gas activities. This corrective event places
these activities in compliance for future periods. In August 2007, the FERC advised LG&E that it had concluded
its investigation related to prior periods and had closed the matter with no further actions.

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
terminates in September 2012, and is funded through a $0.10 per month meter charge.
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Collection Cycle Revision. In September 2007, LG&E filed an application with the Kentucky Commission to
revise the collection cycle for customer bill payments from 15 days to 10 days to more closely align with the KU
billing eycle and to avoid confusion for delinquent customers. In December 2007, the Kentucky Commission
denied LG&E’s request to shorten the collection cycle. LG&E filed a motion with the Kentucky Commission for
reconsideration and received an Order granting approval. The Kentucky Commission issued additional data
requests to LG&E in February 2008. No procedural schedule has been established.

Depreciation Study. In December 2007, LG&E filed a depreciation study with the Kentucky Commission
requesting a change in the depreciation rates as required by a previous Order. An adjustment to the depreciation
rates is dependent on an order being received by the Kentucky Commission, the timing of which cannot currently
be determined.

Note 3 - Financial Instruments

The cost and estimated fair values of LG&E’s non-trading financial instruments as of December 31 follow:

2007 2006
Carrying Fair Carrying Fair

(in millions) Value Value Value Vajue
Preferred stock subject to mandatory

redemption {including current

portion of $1 million) $ - $ - $ 20 $ 20
Long-term debt (including

current portion of $120 million) $574 3571 $574 $574
Long-term debt from affiliate $410 $438 $225 $222
Interest-rate swaps - liability $ 21 § 21 $ 15 $ 15

All of the above valuations reflect prices quoted by exchanges except for the swaps and loans from affiliate. The fair
values of the swaps reflect price quotes from dealers. The loans from 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 carrying 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.

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, LLG&E paid fixed rates averaging 4.38% and
received variable rates based on the London Interbank Offer Rate or the Securities Industry and Financial
Markets Association’s municipal swap index averaging 3.5% and 3.75% at December 31, 2007 and 2006,
respectively. The swap agreements in effect at December 31, 2007 have been designated as cash flow hedges and
mature on dates ranging from 2020 to 2033. The cash flow designation was assigned because the underlying
variable rate debt has variable future cash flows. The hedges have been deemed to be highly effective resulting in
a pre-tax loss of $6 million for 2007 and a pre-tax gain of $3 million for 2006, recorded in other comprehensive
income. Amounts in accumulated other comprehensive income will be reclassified into earnings in the same
period during which the hedged forecasted transaction affects 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
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amount of $12 million, used as collateral for one of the interest rate swaps, is classified as restricted cash on the
balance sheets. The amount of the deposit required is tied to the market value of the swap.

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

The table below summarizes LG&E’s energy trading and risk management activities:

(in millions) 2007 200
Fair value of contracts at beginning of period, net asset 1 51
Unrealized gains and losses recognized at contract

inception during the period - -

(@)

Realized gains and losses recognized during the period (5) 16
Changes in fair values attributable to changes in valuation
techniques and assumptions 4 (17
Other unrealized gains and losses and changes in fair values - 1
Fair value of contracts at end of period, net asset $- 51

No changes to valuation techniques for energy trading and risk management activities occurred during 2007 or
2006. Changes in market pricing, interest rate and volatility assumptions were made during both years. All
contracts outstanding at December 31, 2007 and 2006, have a maturity of less than one year and are valued using
prices actively quoted for proposed or executed transactions or quoted by brokers.

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

LG&E hedges the price volatility of its forecasted electric wholesale sales with the sales of market-traded electric
forward contracts for periods of less than one year. Hedge accounting treatment has not been elected for these
transactions, and therefore gains and losses are shown in the statements of income in other expense - net. Pre-tax
losses of $5 million resulted in 2007. Pre-tax gains of $16 million resulted in 2006.

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.

L.G&E’s customer receivables and natural gas and electric revenues arise from deliveries of natural 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 vear ended December 31, 2006, 70% of total revenue was derived from
electric operations and 30% from natural gas operations.
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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 comprise approximately 69% of LG&E’s workforce at
December 31, 2007.

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 two-year period ending December 31, 2007, and a statement

of the funded status as of December 31 for LG&E’s sponsored defined benefit plans:

Other Postretirement

(in millions) Pension Benefits Benefits
2007 2006 2007 2006
Change in benefit obligation
Benefit obligation at beginning of year ¥ 408 § 427 $ 105 § 106
Service cost 4 4 1 1
Interest cost 24 23 5 6
Plan amendments 19 4 2 -
Benefits paid, net of retiree contributions (28) (29) 9 (8)
Actuarial gain and other (19) (21) (15) -
Benefit obligation at end of year § 408 $ 408 $ 8 § 105
Change in plan assets
Fair value of plan assels at beginning of year $ 356 $ 333 $ 6 % 3
Actual return on plan assets 26 36 1 -
Employer contributions 56 18 7 11
Benefits paid, net of retiree contributions (28) (29) (% (8)
Administrative expenses and other (1) {2) - -
Fair value of plan assets at end of year § 409 $ 356 b 5 3 6
Funded status at end of year 3 1 5 (52) $ B4 I (99

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
31

Other Postretirement
(in millions) Pension Benefits Benefits
2007 2006 2007 2006
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)
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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

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

{Other Postretirement

(in millions) Pension Benefits Benefits
2007 2006 2007 2006

Service cost h) 4 $ 4 A 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 $ 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 31:
Discount rate - Union plan 6.56% 591%
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&E’s net periodic benefit cost are shown in the following table:

2007 2006
Discount rate 5.90% 5.50%
Expected long-term return on plan assets 8.25% 8.25%
Rate of compensation increase 5.25% 5.25%

To develop the expected long-term rate of return on assets assumption, L.G&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.
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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 positive or negative
impact to the 2007 projected benefit obligation.

e A 25 basis point change in the expected rate of return on assets would have an approximate $1 million
positive or negative impact on 2007 pension expense.

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

Assumed healthcare cost trend rates have a significant effect on the amounts reported for the healtheare 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
(in millions) Plans Benefits
2008 $28 $ 7
2009 27 8
2010 26 8
2011 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 Target Range 20067 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 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 U.S. Long
Government/Credit Bond Index in proportions equal to the targeted asset allocation.

Evaluation of performance focuses on a long-term investment time horizon of at least three to five years or a

complete market cycle. The assets of the pension plans are broadly diversified within different asset classes
(equities, fixed income securities and cash equivalents).
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To minimize the risk of large losses in a single asset class, no more than 5% of the portfolio will be invested in
the securities of any one issuer with the exclusion of the U.S. government and its agencies. The equity portion of
the fund is diversified among the market’s various subsections to diversify risk, maximize returns and avoid
undue exposure to any single economic sector, industry group or individual security. The equity subsectors
include, but are not limited to, growth, value, 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 fund. The portfolio may include a limited investment of up to 20% in below
investmenl grade securities provided that the overall average portfolio quality remains *AA” or better. The below
investment grade securities include, but are not limited to, medium-term notes, corporate debt, non-doliar and
emerging market debt and asset backed securities. The cash investments should be in securities that either are of
short maturities (not to exceed 180 days) or readily marketable with modest risk.

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

The investment objective for the postretirement benefit plan is to provide current income consistent with stability
of principal and liquidity while maintaining a stable net asset value of $1.00 per share. The postretirement funds
are invested in a prime cash money market fund that invests primarily in a portfolio of short-term, high-quality
fixed income securities issued by banks, corporations and the 1J.S. government.

Contributions. LG&E made discretionary contributions to the pension plan of $56 million in January 2007, and
$18 million in January 2006. The discretionary contribution made in January 2007, was slightly more than the
$52 million accumulated benefit obligation and its projected benefit obligation as of December 31, 2006,

In addition, LG&E made contributions to other postretirement benefit plans of $7 million and $11 million in
2007 and 2006, respectively. In 2008, LG&E anticipates making voluntary contributions to fund the Voluntary
Employee Beneficiary Association trusts to match the annual postretirement expense and funding the 401(h) plan
up to the maximum amount allowed by law.

Pension Legislation. The Pension Protection Act of 2006 was enacted in August 2006. The new ruies are
generally effective for plan years beginning after 2008. Among other matters, this comprehensive legislation
contains provisions applicable to defined benefit plans which generally (i) mandate 100% funding of current
liabilities within seven years; (ii) increase tax-deduction levels regarding contributions; (iii) revise certain
actuarial assumptions, such as mortality tables and discount rates; and (iv) raise federal insurance premiums and
other fees for under-funded and distressed plans. The legislation also contains similar provisions relating to
defined-contribution plans and qualified and non-qualified executive pension plans and other matters.

Thrift Savings Plans, LG&E has a thrift savings plan under section 401(k) of the Internal Revenue Code. Under the
plan, eligible employees may defer and contribute to the plan a portion of current compensation in order to provide
future retirternent benefits. LG&E makes contributions to the plan by matching a portion of the employee
contributions. The costs of this matching were $2 million for 2007 and 2006.
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Note 6 - Income Taxes

A United States consolidated income tax return is filed by E.ON U.S’s direct parent, E.ON US Investments
Corp,, for each tax period. Each subsidiary of the consolidated tax group, including 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
from 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 IRS pilot program named “Compliance
Assurance Process”. This program accelerates the IRS’s review to the actual calendar year applicable 1o the
return and ends 90 days after the return is filed.

LLG&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. If recognized, 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 of FIN 48, adopted a new financial 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 Kentucky Department of Revenue large corporate 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 $ 34 $ 60
- state g 11
Deferred - federal - net 10 N
- state - net 2 (1)
Investment tax credit — deferred 9 3
Amortization of investment tax credit ) _4
Total income tax expense $ 59 $62

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
2006, respectively, as discussed below.

In June 2006, LG&E and KU filed a joint application with the U.S. Department of Energy (“DOE”)
requesting certification to be eligible for investment tax credits applicable o the construction of TC2. The
EPAct 2005 added Section 48A to the Internal Revenue Code, which provides for an investment tax credit
to promote the commercialization of advanced coal technologies that will generate electricity in an
environmentally responsible manner. LG&E’s and K1J’s application requested up to the maximum
amount of “advanced coal project” credit allowed per taxpayer, or $125 million, based on an estimate of
15% of projected qualifying TC2 expenditures. In November 2006, the DOE and IRS announced that
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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 of the TC2 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 miliion 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

environmental laws and demanded relief, including suspension or termination of the program. LG&E is not able
to predict the ultimate outcome of this proceeding.

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

(in millions) 2007 2006
Deferred tax liabilities:
Depreciation and other plant-related items $368 $367
Regulatory assets and other 30 22
Pension and related benefits 5 6
Total deferred tax liabilities _403 _395
Deferred tax assets:
Investment tax credit 14 15
[ncome taxes due to customers 19 21
Liabilities and other _ 24 _ 26
Total deferred tax assets 57 .62
Net deferred income tax liability $346 $333
Balance sheet classification
Current liabilities $ 4 $ -

Non-current liabilities 3
Net deferred income tax liability

e
El

A reconciliation of differences between the statutory U.S. federal income tax rate and LG&E’s effective income
tax rate follows:

2007 2006
Statutory federal income tax rate 35.0% 35.0%
State income taxes, net of federal benefit 34 3.8
Reduction of income tax accruals (0.6) (0.4)
Qualified production deduction (1.1 (0.6)
Amortization of investment tax credits (2.2) (2.2)
Other differences (1.5 (LD
Effective income tax rate 33.0% 34.6%

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

Kentucky House Bill 272, also known as “Kentucky’s Tax Modernization Plan”, was signed into law in March
2005. This bill contains a number of changes in Kentucky’s tax system, including the reduction of the 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 changes, 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
rates when the deferred tax liability originated. In December 2006, LG&E received approval from the Kentucky
Commission to establish and amortize a regulatory liability of $16 million for these net excess deferred income
tax balances. LG&E will amortize these depreciation-related excess deferred income tax balances under the
average rate assumption method which matches the amortization of the excess deferred income taxes with the life
of the timing differences to which they relate. Excess deferred income tax balances related to non-depreciation
timing differences were expensed in 2006 due to their immaterial amount. There were no additional adjustments
in 2007.

LG&E expects to have adequate levels of taxable income to realize its recorded deferred tax assets.
Note 7 - Long-Term Debt

As of December 31, 2007 and 2006, long-lerm debt and the current portion of long-term debt consist primarily of
pollution contro! bonds and long-term loans from affiliated companies as summarized below.

Stated Principal
(in millions) Interest Rates Maturities Amounts
Qutstanding at December 31, 2007:
Noncurrent portion Variable 2012-2037 § 864
Current portion Variable 2026-2027 $120
Qutstanding at December 31, 2006:
Noncurrent portion Variable - 5.875% 2008-2035 $572
Current portion Variable 2007-2027 $ 248

Pollution control series bonds are obligations of LG&E issued 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. Until a series of financing transactions was completed during
April 2007, the county’s debt was also secured by an equal amount of LG&E’s first mortgage bonds that were
pledged to the trustee for the pollution control revenue bonds that match the terms and conditions of the county’s
debt, but require no payment of principal and interest unless LG&E defaults on the loan agreement.

Several of the LG&E pollution control bonds are insured by monoline bond insurers whose ratings have been
under pressure due to exposures relating to insurance of sub-prime mortgages. At December 31, 2007, LG&E
had an aggregate $575 million of outstanding pollution control indebtedness, of which $394 million is in the
form of insured auction rate securities wherein interest rates are reset either weekly or every 35 days via an
auction process. Beginning in late 2007, the interest rates on these insured bonds began to increase due to
investor concerns about the creditworthiness of the bond insurers. In 2008, interest rates have continued {o
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
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in January and February of 2008 was 4.58%. The instruments governing these auction rate bonds permit LG&E
to convert the bonds to other interest rate modes, such as various short-term variable rates, long-term fixed rates
or intermediate-term fixed rates that are reset infrequently. In the first quarter of 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. In February 2008, LG&E issued a notice to bondholders of its
intention to convert the Louisville Metro 2005 Series A, 2007 Series A and 2007 Series B bonds from the
auction rate mode to a weekly interest rate mode, as permitted under the loan documents. In March 2008, LG&E
will issue notices to bondholders of its intention to convert the Jefferson County 2000 Series A bonds from the
auction mode to a weekly interest rate mode, as permitted under the loan documents. LG&E expects to purchase
such bonds and hold some or all such bonds until a later date, including potential further conversion,
remarketings or refinancings. Uncertainty in markets relating to auction rate securities or steps LG&E has taken
or may take to mitigate such uncertainty, such as additional conversions, subsequent restructurings or
redemptions and refinancings, could result in LG&E incurring increased interest expense, transaction expenses
or other costs and fees or experiencing reduced liquidity relating to existing or future pollution control financing
structures. See Note 14, Subsequent Events,

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. Under the provisions for certain of LG&E’s variable-rate
pollution control bonds, the bonds are subject to tender for purchase at the option of the holder and to mandatory
tender for purchase upon the occurrence of certain events, causing the bonds to be classified as current portion
of long-term debt in the balance sheets. The average annualized interest rate for these bonds during 2007 and
2006 was 3.66% and 3.50%, respectively.

Interest rate swaps are used to hedge LG&E’s underlying variable-rate debt obligations. These swaps hedge
specific debt issuances and, consistent with management’s designation, are accorded hedge accounting
treatment. The swaps exchange floating-rate interest payments for fixed rate interest payments to reduce the
impact of interest rate changes on LG&E’s pollution control bonds. As of December 31, 2007 and 2006,
LG&E had swaps with an aggregate notional value of $211 million. See Note 3, Financial Instruments.

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

($ in millions) Principal Secured/

Year Description Amount Rate Unsecured Maturity
2007 Pollution control bonds $31 Variable Secured 2017
2007 Pollution centrol bonds $60 Variable Secured 2017
2007 Pollution control bonds 535 Variable Secured 2013
2007 Mandatorily Redeemable Preferred Stock $20 5.875% Unsecured 2008
2006 Mandatorily Redeemable Preferred Stock $1 5.875% Unsecured 2006

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

($ in millions) Principal Secured/
Year Description Amount Rate Unsecured Maturity
2007 Pollution control bonds $31 Variable Unsecured 2033
2007 Pollution control bonds $60 4.60% Unsecured 2033
2007 Poliution control bonds $35 Variable Unsecured 2033
2007 Due to Fidelia $70 5.98% Unsecured 2037
2007 Due to Fidelia $67 5.93% Unsecured 2031
2007 Due to Fidelia $47 5.72% Unsecured 2022
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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 auction rate, series A, cumulative preferred stock (without par value) at $100 per
share.

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 - 2011 $ -
2012 25
Thereafter _959 (a)
Total $984

(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 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.

Total Money Amount Balance Average
(% in millions) Pool Available Qutstanding Available Interest Rate
December 31, 2007 $400 $ 78 $322 4.75%
December 31, 2006 $400 $ 68 $332 5.25%
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As of December 31, 2007 and 2006, E.ON U.S. 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:

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

During June 2007, 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,
LLG&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 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 indirectly
o The corporate credit rating of the Company must be at or above BBB- and Baa3 as determined by
S&P and Moody’s
e 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 35 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

2009

2010

2011

2012
Thereafter
Total

o3
[¥,

Bl wss

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 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 destruction of the CTs, failure to insure or maintain the CTs and
unwinding of the transaction due to governmental actions. No events of default currently exist with respect to
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the lease. Upon any termination of the lease, whether by default or expiration of its term, title to the CTs reverts
jointly to LG&E and KU.

At December 31, 2007, the maximum aggregate amount of default fees or amounts was $10 million, of which
LG&E would be responsible for 38% (approximately $4 million). LG&E has made arrangements with E.ON
U.S., via guarantee and regulatory commitment, for E.ON U.S. 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, terminating in 2026, 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:

(in millions)

2008 § 16
2009 18
2010 19
2011 19
2012 19
Thereafter _322
Total 3 413

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-sum, turnkey agreement for the design, engineering, procurement, construction,
commissioning, testing and delivery of 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 assigned to the matter
recommended upholding the air permit with minor revisions. In September 2007, the Secretary of the Kentucky
Environmental and Public Protection Cabinet issued a final Order approving the hearing officer’s recommenda-
tion and upholding the permit. In September 2007, LG&E administratively applied for a permit revision to reflect
minor design changes. In October 2007, the environmental groups submitted comments objecting to the draft
permit revisions and, in part, attempting to reassert general objections to the generating unit. An agency decision
on the final permit revisions may occur during 2008. The Company is currently unable to determine the final
outcome of this matter.
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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 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 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 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 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. 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
SO, and NOx emissions from power plants. In 1998, the EPA issued its final “NOx SIP Call” rule requiring
reductions in NOx emissions of approximately 85% from 1990 levels in order to mitigate ozone transport from
the midwestern U.S. to the northeastern U.S. To implement the new federal requirements, Kentucky amended its
SIP in 2002 to require electric generating units to reduce their NOx emissions to 0.15 pounds weight per MMBtu
on a company-wide basis. In 2005, the EPA issued the CAIR which requires additional SO, emission reductions
of 70% and NOx emission reductions of 65% from 2003 levels. The CAIR provides for a two-phase cap and
trade program, with initial reductions of NOx and SO, emissions due by 2009 and 2010, respectively, and final
reductions due by 2015. The final rule is currently under challenge in a number of federal court proceedings. In
2006, Kentucky proposed to amend its SIP to adopt state requirements similar to those under the federal CAIR.
Depending on the level of action determined necessary to bring local nonattainment areas into compliance with
the new ozone and fine particulate standards, LG&E’s power plants are potentially subject to additional
reductions in SO, and NOx emissions. LG&E’s weighted-average company-wide emission rate for SO in 2007
was approximately 0.50 1bs/MMBtu of heat input, with every generating unit below its emission limit
established by the Kentucky Division for Air Quality and the Louisville Metro Air Pollution Control District.
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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 CAIR. 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 current CAMR, an
outcome that may have the effect of resulting in more stringent mercury reduction rules. However, the ruling
could be subject to further appeal. In 2006, Kentucky proposed to amend its SIP to adopt state requirements
similar 1o 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 SO, 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 EPA issued its
Clean Air Visibility Rule detailing how the Clean Air Act’s BART requirements will be applied to facilities,
including power plants. built between 1962 and 1974 that emit certain levels of visibility impairing pollutants.
Under the final rule, as the CAIR will result in more visibility improvement than BART, states are allowed to
substitute CAIR requirements in their regional haze SIPs in lieu of controls that would otherwise be required by
BART. The final rule has been challenged in the courts.

Installation of Pollution Controls Many of the programs under the Clean Air Act utilize cap and trade
mechanisms that require a company to hold sufficient emissions allowances to cover its authorized emissions on
a company-wide basis and do not require installation of pollution controls on every generating unit. Under cap
and trade programs, companies are free to focus their pollution control efforts on plants where such controls are
particularly efficient and wtilize the resulting emission allowances for smaller plants where such controls are not
cost effective. LG&E had previously installed flue gas desulfurization equipment on all of its generating units
prior to the effective date of the acid rain program. LG&E's strategy for its Phase I SO, requirements, which
commenced in 2000, is to use accumulated emissions ailowances to defer additional capital expenditures and
LG&E will continue to evaluate improvements to further reduce SO, emissions. In order to achieve the NOx
emission reductions and associated obligations, LG&E installed additional NOx controls, including selective
catalytic reduction technology, during the 2000 to 2007 time period at a cost of $197 million. In 2001, the
Kentucky Commission granted approval to recover the costs incurred by LG&E for these projects through the
environmental surcharge mechanism. Such monthly recovery is subject to periodic review by the Kentucky
Commission.

In order to achieve the emissions reductions mandated by the CAIR 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 2003, the
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Kentucky Commission granted approval to recover the costs incurred 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 like generation assets. LG&E’s compliance plans are subject to many factors including develop-
ments 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.

Potential GHG Controls. In 2005, the Kyoto Protocol for reducing GHG emissions took effect, obligating 37
industrialized countries to undertake substantial reductions in GHG emissions. The U.S. 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 U.S.
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 1s currently pending before various courts to
determine whether the EPA and the states have the authority to regulate GHG emissions under existing law. In
April 2007, the U.S Supreme Court ruled that the EPA has the authority to regulate GHG under the Clean Air
Act. LG&E i1s monitoring ongoing efforts to enact GHG reduction requirements at the state and federal level and
is assessing potential impacts of such programs and strategies to mitigate those impacts. 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.

Section 114 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 Environmental Proceedings. From time to time, LG&E appears before the EPA, various staie or local
regulatory agencies and state and federa) 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 from 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.

Note 10 - Jointly Owned Electric Utility Plant

[.G&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, IMEA owns a 12.12% undivided interest, and
IMPA owns a 12.88% undivided interest. Each company is responsibie 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:
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Trimble County Unit 1
L.G&E IMPA IMEA 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 $ 387

Construction work in progress
(included in above) § 27

LG&E and KU have begun construction of TC2, a jointly owned unit at the Trimble 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
company is responsible for its proportionate share of capital cost during construction, and fuel, operation
and maintenance cost when TC2 begins operation, which is expected to occur in 2010.

TC2
LG&E KU IMPA IMEA Total
Qwnership interest 14.25% 60.75% 12.88% 12.12% 100%
Mw capacity 107 455 97 91 750
(in millions) LG&E KU
Construction work in progress $74 $332
LG&E and KU jointly own the following CTs and related equipment:
(3 in: millions) LG&E KU Total
@) &) (%)
(%) Net (5 Net (3) Net

Mw (8)  Depre- Book Mw (§)  Depre-  Book Mw (8  Depre- Book
Qwnership Percentage Capacity Cost ciation Value Capacity Cost ciastion Value  Capacity Cost ciation Value

LG&E 53%, KU 47% (1) 146 38 (12 46 i2¢ 5 (i 40 75 10¢ 23 86
LG&E 38%, KU 62% (2) 18 50 {10) 40 190 78 (14) 64 308 128 249 14
LG&E 29%, KU 1% (3) 92 12 {6) 26 228 80 (14) 66 320 112 (20} 92
LG&E 37%, KU 63% (4) 236 9 (8) 7 404 137 (n 1o 640 216 25 191
LG&E 29%, KU T1% (3) n/a 3 - 3 nfa 9 () 7 n/a 12 2) 10

1) Comprised of Paddy’s Run 13 and E. W. Brown 5. In addition to the above jointly owned utility plant, there is
an inlet air cooling system attributable to Unit 5 and units 8-11 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 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.
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Both LG&FE’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, 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 analyze financial
performance based on the electric and natural gas segments of the business. Financial data for business segments
follow:

(in millions) Electric Gas Total
2007

Operating revenues $ 933 $ 353 $1,286
Depreciation and amortization 107 19 126
Income taxes 54 5 59
Interest income I - 1
Interest expense 41 9 50
Net income 112 8 120
Total assets 2,669 644 3,313
Construction expenditures 157 37 194
2006

Operating revenues $ 943 $ 395 $1,338
Depreciation and amortization 105 19 124
Income taxes 57 5 62
Interest income I - 1
Interest expense 33 8 41
Net income 167 10 117
Total assets 2,519 6635 3,184
Construction expenditures 111 35 146

Note 12 - Related Party Transactions

LG&E, subsidiaries of E.ON U.S. and 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 E.ON 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
wholesale customers. These sales and purchases are included in the statements of income as electric operating
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revenues and purchased power operating expense. LLG&E intercompany electric revenues and purchased power
expense for the years ended December 31, were as follows:

(in millions) 2007 2006
Electric operating revenues from KU $93 $99
Purchased power from KU 46 77

Interest Charges
See Note 8, Notes Payable and Other Short-Term Obligations, for details of intercompany borrowing
arrangements. Intercompany agreements do not require interest payments for receivables related to services

provided when settled within 30 days.

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

(in millions) 2007 006
Interest on money pool loans $4 $ 2
Interest on Fidelia loans 17 11

Other Intercompany Billings

E.ON U.S. Services provides LG&E with a vanety of centralized administrative, management and support
services. These charges include payroll taxes paid by E.ON U.S. on behalf of LG&E, labor and burdens of E.ON
U.S. Services employees performing services for LG&E and vouchers paid by E.ON U.S. Services on behalf of
L.G&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 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 U.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 from LG&E for the years ended December 31, were as follows:

(in millions) 2007 2006
E.ON U.S. Services billings to LG&E $385 $230
LG&E billings to KU 12 53
KU billings to LG&E 6 56
LG&E billings to E.ON U.S. Services 12 7

In December 2007, LG&E received a capital contribution from its shareholder, E.ON U.S. in the amount of $20
million.
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Note 13 — Accumulated Other Comprehensive Income

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

Minimum
Pension Accumulated
Liability Derivative Income
(in millions) Adjustment  Gain or Loss Pre-Tax Taxes Net
Balance at December 31, 2005 77N $(18) $(95) £37 $(58)
Minimum pension liability adjustment 77 - 77 (30) 47

Gains {losses) on derivative instroments
designated and qualifying as cash flow

hedging instruments - 3 3 _(h _ 2
Balance at December 31, 2006 - (15) (15) 6 )
Gains {Josses) on derivative instruments

designated and qualifying as cash flow

hedging instruments ot . {6) (6) _2 (&
Balance at December 31, 2007 $ - $21) $21) $38 (3

Subsequent to the application of SFAS No. 158, adjustments to the minimum pension lability 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 - Subsequent Events

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

On February 1, 2008, the Kentucky Commission issued an Order approving the real-time pricing pilot program
proposed by LG&E, for implementation within approximately eight months, for its large commercial and
industrial customers.

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 convert the Louisville
Metro 2005 Series A bonds from 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 the insured bonds, wherein interest rates are reset either weekly or
every 35 days via an auction process, began to increase due to investor concerns about the creditworthiness of the
bond insurers. In 2008, interest rates have continued to increase, and the Company has experienced "failed
auctions" when there are insufficient bids for the bonds. When there is a failed auction, the interest rate is set
pursuant to a formula stipulated in the indenture which can be as high as 15%. 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%.
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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 an estimated $2 million over the next
eight years for credits realized from other payments the MISO will receive, plus interest.
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Report of Independent Auditors

To the Shareholder of Louisville Gas and Electric Company:

In our opinion, the accompanying balance sheets and the related statements of capitalization, income, retained
earnings, cash flows and comprehensive income present fairly, in all material respects, the financial position of
Louisville Gas and Electric Company at December 31, 2007 and 2006, and the results of its operations and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits of these statements in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are {iee of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial stalement presentation.
We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 2 to 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.

/s/ PricewaterhouseCoopers LLP
Louisville, Kentucky
March 18, 2008
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PARTI
Item 1. Business.

LG&E is a subsidiary of E.ON U.S. LLC (E.ON U.S.) (formerly known as LG&E Energy LLC and LG&E
Energy Corp.). E.ON U.S. is a subsidiary of E.ON AG (E.ON), 2 German corporation. E.ON acquired LG&E
Energy through its July 1, 2002 acquisition of Powergen plc, now Powergen Limited, a United Kingdom
company and holding company for E.ON UK plec, E.ON’s United Kingdom market unit operating parent. As
contemplated in their regulatory filings in connection with the E.ON acquisition, E.ON, Powergen and E.ON
1.S. completed an administrative reorgamization to move the E.ON U.S. group from an indirect Powergen
subsidiary to an indirect E.ON subsidiary. This reorganization was effective in March 2003. In early 2004,
E.ON U.S. began direct reporting arrangements to E.ON.

LG&E is now an indirect subsidiary of E.ON. As a result of these acquisitions and otherwise, E.ON and E.ON
U.S. registered as holding companies under PUHCA 2005 in June 2006, and were formerly registered holding
companies under PUHCA 1935,

LG&E’s affilitate, KU, is a regulated public utility engaged in the generation, transmission, distribution and sale
of electric energy in Kentucky, Virginia and Tennessee.

In order to comply with PUHCA 1935, E.ON U.S. Services (formerly LG&E Energy Services), which was
formed as a subsidiary service company of E.ON U.S,, provides services to affiliated entities, including LG&E,
at cost as permitted under PUHCA 1935 and PUHCA 2005.

E.ON, its utility subsidiaries, including LG&E, and certain of its non-utility subsidiaries are subject to certain
regulation by the FERC under the Federal Power Act, PUHCA 2005 and the EPAct 2005, including with
respect to record-keeping and reporting, acquisitions and sales of utility securities and properties, financial
matters and intra-system sales of goods and services. LG&E believes that it has adequate authority (including
financing authority) under existing FERC orders and regulations to conduct its business. LG&E will seek
additional authorization when necessary.

LGA&E has continued its separate identity and its preferred stock and debt securities were not affected by these
transactions.



General

LG&E, incorporated in 1913 in Kentucky, is a regulated public utility that 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 service area 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 LG&E
transports natural gas and provides electric service, but does not provide any distribution services. LG&E also
provides natural gas service in limited additional areas. LG&E’s coal-fired electric generating stations, all
equipped with systems to reduce SO, emissions, produce most of LG&E’s electricity. The remainder is
generated by a hydroelectric power plant and combustion turbines. Underground natural gas storage fields help
LG&E provide economical and reliable natural gas service to customers. See Item 2, Properties.

Operating Revenues
For the year ended December 31, 2006, 70% of total operating revenues were derived from electric operations

and 30% from natural gas operations. Electric and gas operating revenues and the percentages by class of
service on a combined basis for this period were as follows:

{(in millions) Electric Gas Combined % Combined
Residential $272 $248 $ 520 48%
Commercial 227 103 330 30%
Industrial 134 16 150 14%
Public authorities __69 _19 88 &%

Total retail 702 386 1,088 100%

Wholesale sales 224 1 225
Gas transported - 5 5
Miscellaneous 17 3 20

Total $943 3395 $1.338

See Note 11 of Notes to Financial Statements under Item 8 for financial information concerning segments of
business for the three years ended December 31, 2006.




Electric Operations

The sources of LG&E’s electric operating revenues and the sales volumes for the three years ended December
31, 2006, were as follows:

(in millions) 2006 2005 2004
ELECTRIC OPERATING REVENUES
Residential $272 $276 3241
Commercial 227 221 202
Industrial 134 128 120
Public authorities 69 __066 __62
Total retail 702 691 625
Wholesale sales 224 259 185
Provision for rate collections (refunds) - - (11)
Miscellaneous 17 37 17
Total $943 $987 3816
{Thousands of Mwh) 2006 2005 2004
ELECTRIC SALES
Residential 4,018 4,265 3,923
Commercial 3,614 3,682 3,534
Industrial 3,068 3,077 3,019
Public authorities 1,265 1,268 1,248
Total retail 11,965 12,292 11,724
Wholesale sales 7,621 8,704 7.819
Total 19.586 20,996 19.543

LG&E set its annual peak load of 2,729 Mw on August 3, 2006, when the temperature reached 94 degrees
Fahrenheit in Louisville. LG&E’s record peak load of 2,754 Mw occurred in July 2005.

The electric utility business is affected by seasonal weather patterns. As a result, operating revenues (and
associated operating expenses) are not generated evenly throughout the year. See Results of Operations under
Item 7.

LG&E currently maintains a 12% - 14% reserve margin range. At December 31, 2006, LG&E owned steam and
combustion turbine generating facilities with a net summer capability of 3,083 Mw and an 80 Mw nameplate-
rated hydroelectric facility on the Ohio River with a net summer capability of 48 Mw. See Item 2, Properties.
LG&E also obtains power from other utilities under bulk power purchase and interchange contracts. At
December 31, 2006, LG&E’s system net summer capability, including purchases from others and excluding the
hydroelectric facility, was 3,207 Mw.,

L.G&E uses efficient coal-fired boilers, fully equipped with SO removal systems, to generate most of its
electricity. LG&E’s weighted-average system-wide emission rate for SO, in 2006 was approximately 0.50
Ibs./MMBtu of heat input, with every generating unit below its emission limit established by the Kentucky
Division for Air Quality.

LG&E and 11 other electric utilities are participating owners of OQVEC, located in Piketon, Ohio. OVEC owns
and operates two power stations that burn coal to generate electricity, Kyger Creek Station in Ohio and Clifty
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(Creek Station in Indiana. LG&E owns 5.63% of OVEC’s common stock. Pursuant to current contractual
arrangements, LG&E’s share of OVEC’s output is 5.63%, approximately 124 Mw of generation capacity.

LG&E was formerly a member of the MISO, a non-profit independent transmission system operator that serves
the electrical transmission needs of much of the Midwest. Following receipt of applicable FERC, Kentucky
Commission and other regulatory orders, LG&E withdrew from the MISO effective September 1, 2006.
Specific proceedings regarding the costs and benefits of the MISO and exit matters had been underway since
July 2003. Since its exit from the MISO, LG&E has been operating under a FERC-approved open access-
transmission tariff. LG&E further contracted with the Tennessee Valley Authority to act as its reliability
coordinator and Southwest Power Pool, Inc. to function as its independent transmission operator, pursuant to
FERC requirements, with respect to transmission matters.

LG&E has changed its regional reliability council membership from the Reliability First Corporation to the
SERC Reliability Corporation, effective January 1, 2007. Regional reliability councils are industry consortums
that promote, coordinate and ensure the reliability of the bulk electric supply systems in North America.

Gas Operations

The sources of LG&FE’s natural gas operating revenues and the sales volumes for the three years ended
December 31, 2006, were as follows:

(in millions) 2006 2005 2004
GAS OPERATING REVENUES
Residential $248 5265 $223
Commercial 103 108 89
Industrial 16 19 15
Public authorities _19 _ 18 15
Total retail 386 411 342
Wholesale sales 1 19 7
Gas transported 5 5 6
Miscellaneous 3 2 _ 2
Total $395 $437 $357
(Millions of cu. fi.)
GAS SALES
Residential 17,816 20,801 21,402
Commercial 8,130 9,131 9,144
Industrial 1,491 1,711 1,736
Public authorities 1.499 1.574 1.646
Total retail 28,936 33,217 33,928
Wholesale sales 149 2,652 1,221
Gas transported 12,000 12,549 13.692
Total 41,085 48418 48.841

The natural gas utility business is affected by seasonal weather patterns. As a result, operating revenues (and
associated operating expenses) are not generated evenly throughout the year. While natural gas usage patterns |
are seasonal, LG&E received approval from the Kentucky Commission for a WNA mechanism. The WNA
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mechanism adjusts the distribution cost recovery component of the natural gas billings of residential and
comumercial customers to normal temperatures during the heating season months of November through April,
somewhat mitigating the effect of weather extremes. In October 2006, the Kentucky Commission approved
LG&E’s request to extend the current WNA mechanism through April 30, 2009. See Results of Operations
under Item 7.

LG&E has five underground natural gas storage fields that help provide economical and reliable natural gas
service to ultimate consumers. By using natural gas storage facilities, LLG&E avoids the costs associated with
typically more expensive pipeline transportation capacity to serve peak winter space-heating loads. LG&E
stores natural gas in the summer season for withdrawal in the subsequent winter heating season. Without its
storage capacity, LG&E would be forced to buy additional natural gas and pipeline transportation services
during the winter months when customer demand increases and when the prices for natural gas supply and
transportation services are typically at their highest. Currently, LG&E buys competitively priced natural gas
from several large suppliers under contracts of varying duration. LG&E’s underground storage facilities, in
combination with its purchasing practices, enable it to offer natural gas sales service at competitive rates. At
December 31, 2006, LG&E had an inventory balance of natural gas stored underground of approximately 11.6
million Mcf of working natural gas valued at approximately $83 million.

A number of industrial customers purchase their natural gas requirements directly from alternate suppliers for
delivery through LG&E’s distribution system. These large industrial customers account for approximately one-
fourth of LG&E’s annual throughput.

During 2006, the maximum daily gas sendout was approximately 380,000 Mcf, occurring on December 7, 2006,
when the average temperature for the day was 19 degrees Fahrenheit. Supply on that day consisted of
approximately 226,000 Mcf from purchases, approximately 84,000 Mcf delivered from underground storage
and approximately 70,000 Mcf transported for industrial customers. For a further discussion, see Gas Supply
under Item 1.

Rates and Regulation

E.ON, LG&E’s ultimate parent, is a registered holding company under PUHCA 2005 and was a registered
holding company under PUHCA 1935. As a registered holding company, E.ON, its utility subsidiaries,
including LG&E, and certain of its non-utility subsidiaries have been 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 iransactions, 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.

In August 2005, President Bush signed into law the EPAct 2003, significantly changing many federal statutes,
repealing PUHCA 1935 as of February 8, 2006 and enacting PUHCA 2005. As part of the repeal of PUHCA
1935, the FERC was given more authority over the merger and acquisition of public utilities and more authority
over the books and records of public utilities. Despite these increases in the FERC’s authority, LG&E believes
that the repeal of PUHCA 1935 will lessen its regulatory burdens and provide more flexibility in the event of
expansion.

Besides repealing PUHCA 19335, the EPAct 2005 is also expected to have substantial long-term effects on
5



energy markets, energy investment and regulation of public utilities and holding comipany systems by the FERC
and the DOE. The FERC and the DOE are in various stages of rulemaking in implementing the EPAct 2005.
While the precise impact of these rulemakings cannot be determined at this time, LG&E generally views the
EPAct 2005 as legislation that will enhance the utility industry going forward.

l

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 Comumission has the ability to examine the rates LG&E
charges its retail customers at any time.

Pursuant to Kentucky law, the Kentucky Commission has established the boundaries of the service territory or
area of each retail electric supplier in Kentucky (including LG&E), other than municipal corporations. Within
this service territory each such supplier has the exclusive right to render retail electric service.

LG&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 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.
The Kentucky Commission also requires that electric utilities, including LG&E, file documents relating to fuel
procurement and the purchase of power and energy from other utilities.

Prior to 2004, LG&E’s retail electric rates were subject to an ESM which set an upper (12.5%) and lower
{10.5%) limit for rate of return on equity. Any earnings excess or deficiency was shared 40% with ratepayers
and 60% with shareholders. LG&E filed its final 2003 ESM calculations with the Kentucky Commission in
March 2004 and applied for recovery of $13 million which was challenged by intervenors. In June 2004, the
Kentucky Commission issued an Order largely accepting proposed settlement agreements by LG&E and the
intervenors regarding the ESM. Under the settlements, LG&E continued to collect the $13 million of previously
requested 2003 ESM revenue through March 2005, As part of the settlements, the parties agreed to a
termination of the ESM relating to all periods afier 2003. For discussion of current ESM matters, see Note 2 of
Notes to Financial Statements under Item &.

In June 2001, LG&E filed an application (“VDT case”) with the Kentucky Commission to create a regulatory
asset relating to first quarter 2001 charges for a2 workforce reduction program. In December 2001, the Kentucky
Commission approved a settiement in the VDT case and allowed LG&E to establish a regunlatory asset of $141
million for the workforce reduction costs and begin amortizing these costs over a five year period starting in
April 2001. The settlement reduced revenues by approximately $26 million through a surcredit on bills to
ratepayers over the same five-year period, reflecting a sharing (40% to the ratepayers and 60% to LG&E) of the
stipulated savings, net of amortization costs, of the workforce reduction. For discussion of current VDT matters,
see Note 2 of Notes to Financial Statements under Item 8.

LG&E’s retail rates contain an ECR surcharge which recovers costs incurred by LG&E that are required to
comply with the Clean Air Act and other environmental regulations. See Note 2 of Notes to Financial
Statements under Item 8.

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-
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recoveries of natural gas supply cost from prior quarters are to be refunded to or recovered from customers
through the adjustment factor determined for subsequent quarters.

Integrated resource planning regulations in Kentucky require LG&E and the other major utilities to make
triennial filings with the Kentucky Commission of various historical and forecasted information relating to load,
capacity margins and DSM techniques, LG&E filed its most recent IRP in April 2005. The AG and 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.

In December 2003, LG&E filed an application with the Kentucky Commission requesting adjustments in
LG&E’s electric and natural gas rates. In June 2004, the Kentucky Comimission issued an Order approving
increases in LG&E’s annual electric base rates of approximately $43 million (7.7%) and annual natural gas base
rates of approximately $12 million (3.4%). The rate increases took effect on July 1, 2004.

Subsequently during 2004 and 2005, the AG conducted an investigation regarding the proceedings resulting in
the rate increases. The AG requested information from LG&E and the Kentucky Commission and its staff
regarding alleged improper communications between LG&E and the Kentucky Commission related to the rate
proceedings. The AG also requested rehearing of the rate increase orders on the basis of these allegations, as
well as calculational aspects of the increased rates. In February 2005, the AG submitted a confidential report on
its investigation with the Kentucky Commission and filed a motion summarizing the report as containing
evidence of improper communications and record-keeping errors by LG&E in respect of its activities with state
governmental agencies, including the Kentucky Commission.

In December 2005, the Kentucky Commission 1ssued an Order noting completion of its inquiry, including
review of the AG’s investigative report. The Order concluded that no improper communications occurred
during the rate proceedings. Final proceedings took place during the first quarter of 2006 concerning the sole
remaining open issue relating to state income tax rates used in calculating the granted rate increase. In March
2006, the Kentucky Commission issued an Order resolving this issue in LG&E’s favor consistent with the
original rate increase order.

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, a non-profit corporation, in connection with the
development and construction of a new multi-purpose arena in downtown Louisville. The Kentucky
Commission issued an Order in September 2006, approving the proposed transaction. In November 2006,
LG&E entered into a definitive relocation agreement with the Louisville Arena Authority providing for the
reimbursement of the costs to be incurred in moving certain facilities related to the arena transaction. Those
costs are currently estimated to be approximaitely $63 million. The parties further entered into a definitive
property sale agreement providing for the sale of LG&E’s downtown site to the Louisville Arena Authority for
approximately $10 million, representing the appraised value of the parcel, less certain agreed upon demolition
costs. The amounts specified in the agreements are subject to certain adjustments. Depending upon continuing

progress of the proposed arena, the transactions contemplated by the agreements are anticipated to occur
between 2006 and 2010.

For a further discussion of regulatory matters, see Note 2 of Notes to Financial Statements under Item 8.



Construction Program and Financing

{
LG&E’s construction program is designed to ensure that there will be adequate capacity and reliability to meet
the electric and natural gas needs of its service area. These needs are continually being reassessed and
appropriate revisions are made, when necessary, in construction schedules. LG&E’s estimates of its
construction expenditures can vary substantially due to numerous items beyond LG&E’s control, such as
changes in interest rates, economic conditions, construction costs and new environmental or other governmental
laws and regulations.

During the five years ended December 31, 2006, gross property additions amounted to approximately $872
million. Intemally generated funds and external financings for the five-year period were utilized to provide for
these gross additions. The gross additions during this period amounted to approximately 21% of total utility
plant at December 31, 2006, and consisted of $698 million for ¢lectric properties and $174 million for natural
gas properties. Gross retirements during the same period were $171 million, consisting of $138 million for
electric properties and $33 mullion for natural gas properties.

Capital expenditures during the three years ending December 31, 2009, are estimated to be approximately $665
million. The major expenditures during this period relate to the development and construction of TC2, of which
LG&E’s portion totals approximately $150 million (including $40 million for environmental controls), other
environmental control equipment of approximately $80 million and approximately $30 million for the
redevelopment of the Ohio Falls hydro facility.

Coal Supply

Coal-fired generating units provided approximately 97% of LG&E’s net kilowatt-hour generation for 2006. The
remaining net generation for 2006 was provided by natural gas and oil-fueled combustion turbine peaking units
and a hydroelectric plant. Coal is expected to be the predominant fuel used by LG&E in the foreseeable future,
with natural gas and oil being used for peaking capacity and flame stabilization in coal-fired boilers or in
emergencies. LG&E has no nuclear generating units and has no plans to build any in the foreseeable future.

L.G&E maintains its fuel inventory at levels estimated to be necessary to avoid operational disruptions at its
coal-fired generating units. Reliability of coal deliveries can be affected from time to time by a number of
factors, including fluctuations in demand, coal mine production issues and other supplier or transporter
operating difficulties.

LG&E has entered into coal supply agreements with various suppliers for coal deliveries for 2007 and beyond
and normally augments its coal supply agreements with spot market purchases. LG&E has a coal inventory
policy which it believes provides adequate protection under most contingencies. A coal inventory of
approximately one million tons, or a 47-day supply, was on hand at December 31, 2006.

LG&E expects to continue purchasing most of its coal, which has sulfur content in the 2% - 3.5% range, from
western Kentucky, southern Indiana, southern [llinois, Ohio and West Virginia for the foreseeable future. This
supply, in combination with the Company’s SO, removal systems, is expected to enable LG&E to continue to
provide electric service in compliance with existing environmental laws and regulations.

Coal is delivered to LG&E’s Mill Creek station by rail and barge, Trimble County station by barge and Carl
Run station by rail.



The historical average delivered cost of coal purchased and the percentage of spot coal purchases were:

2006 2005 2004
Per ton $34.83 $30.37 $26.25
Per MMBtu $1.51 $1.32 $1.15
Spot purchases as % of all sources 8% 14% 7%

Gas Supply

LG&E purchases natural gas supplies from multiple sources under contracts for varying periods of time, while
transportation services are purchased from Texas Gas and Tennessee Gas.

LG&E transports natural gas on the Texas Gas system under Rate Schedules NNS and FT service, LG&E'’s
winter season NNS levels are 184,900 MMBtw/day and its winter season FT levels are 28,000 MMBtu/day.
LG&E’s summer season NNS levels are 60,000 MMBtw/day and its summer season FT levels are 28,000
MMBtu/day. Each of the NNS agreements with Texas Gas is subject to termination by LG&E in equal portions
during 2008, 2010 and 2011. Each of the FT agreements with Texas Gas is subject to termination by LG&E
during 2008 and 2011. LG&E also transports on the Tennessee Gas system under Tennessee Gas’ Rate
Schedule FT-A. LG&E’s contract levels with Tennessee Gas are 51,000 MMBtu/day throughout the year. The
FT-A agreement with Tennessee Gas expires during 2012.

LG&E participates in rate and other proceedings affecting the regulated interstate natural gas pipelines that
provide it service. Both Texas Gas and Tennessee Gas have active proceedings at the FERC in which LG&E is
participating. During 2005, Texas Gas filed an application with the FERC to increase its base rates. Texas Gas
began billing its rates subject to refund in that same year, pending approval of final rates by the FERC. Along
with other interested parties, LG&E participated in this proceeding. The intervening parties reached a settlement
of the issues, and the FERC approved the settlement in 2006. Shortly thereafter, Texas Gas refunded all
amounts collected in excess of the final approved rates and refunded the applicable amounts to all customers.
LG&E is in the process of refunding its portion of those refunded amounts fo its retail customers through the
GSC. The rates of Tennessee Gas are not being billed subject to refund.

L.G&E also has a portfolio of supply arrangements of various terms with a number of suppliers designed to meet
its firm sales obligations. These natural gas supply arrangements include pricing provisions that are market-
responsive. These firm natural gas supplies, in tandem with pipeline {ransportation services, provide the
reliability and flexibility necessary to serve LG&E’s natural gas customers.

LG&E owns and operates five underground natural gas storage fields with a current working natural gas
capacity of approximately 15.1 million Mcf. Natural gas is purchased and injected into storage during the
summer season and is then withdrawn to supplement pipeline supplies to meet the gas-system load requirements
during the winter heating season. See Gas Operations under ltem 1.

The estimated maximum deliverability from storage during the early part of the heating season is expected to be
in excess of 350,000 Mcf/day. Under mid-winter design conditions, LG&E expects to be able to withdraw in
excess of 300,000 Mci/day from its storage facilities. The deliverability of natural gas from LG&E’s storage
facilities decreases as storage inventory levels are reduced by seasonal withdrawals.

LG&E relies upon its significant underground storage to mitigate the price volatility to which customers might
otherwise be exposed. In 2000, the Kentucky Commission issued an Order establishing Administrative Case
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No. 384 -~ An Investigation of Increasing Wholesale Natural Gas Prices and the Impacts of such Increase on the
Retail Customers Served by Kentucky's Jurisdictional Natural Gas Distribution Companies. Subsequent to this /
investigation, the Kentucky Commission issued an Order in July 2001, encouraging natural gas distribution
companies in Kentucky to take various actions, among them to propose a natural gas hedge plan. LG&E
currently operates under a hedge plan proposed by LG&E beginning with the 2004/2005 winter heating season.
This hedge plan relies upon LG&E’s underground natural gas storage to mitigate customer exposure to price
volatility. In 2004, the Kentucky Commission approved LG&E’s proposed hedge plan, validating the
effectiveness of storage to mitigate potential volatility associated with high winter natural gas prices. The
Kentucky Commission also ordered that LG&E need not file hedge plans in the future unless it intended to
utilize financial hedging instruments.

The average cost per Mcf of natural gas purchased by LG&E was $7.80 1n 2006, $10.23 in 2005 and $7.18 in
2004. For further discussion of wholesale natural gas prices, see Note 2 of Notes to Financial Statements under
Item 8.

Environmental Matters

Protection of the environment is a major priority for LG&E. Federal, state and local regulatory agencies have
issued LG&E permits for various activities subject to air quality, water quality and waste management laws and
regulations. For the five-year period ending with 2006 expenditures for pollution control facilities represented
$179 million or 20% of total construction expenditures. LG&E estimates that construction expenditures for
environmental control equipment from 2007 through 2009 will be approximately $120 million. For a discussion
of environmental matters, see Note 9 of Notes to Financial Statements under Item 8.

In October 2006, E.ON U.S_, LG&E and KU announced plans to provide up to $25 million over a peried of up to
twelve years to FutureGen Industrial Alliance, Inc. (*FutureGen”), a non-profit consortium. FutureGen will conduct
research, development and demonstration activities relating to advanced coal technologies, including proposed
construction of the world’s first coal-fired, “near zero emissions” power plant. Among the members of FutureGen
are comnpanies with interests in coal-fired electric power generation or coal production. FutureGen has signed an
initial cooperative agreement with the DOE and expects to sign a full-scope cooperative agreement in 2007.
Beyond their initial aggregate membership amount and contributions paid through 2006 of approximately $1
million, E.ON U.S,, LG&E and KU have rights at sequential future times to terminate participation prior to
incurring the obligation to contribute the relevant remaining contribution amounts.

Competition

At this time, neither the Kentucky General Assembly nor the Kentucky Commission has adopted or approved a
plan or timetable for retail electric industry competition in Kentucky. The nature or timing of the ultimate
legislative or regulatory actions regarding industry restructuring and their impact on LG&E, which may be
significant, cannot currently be predicted. Some states that have already deregulated have begun discussions
that could lead to re-regulation.

Over the last several years, LG&E has taken many steps to maintain efficient rate structures while achieving
high levels of customer satisfaction, including: an increase in focus on commercial, industrial and residential
customers; an increase in employee involvement and training; and continuous modifications of its
organizational structure. LG&E also strives to control costs through competitive bidding and process {
improvements. LG&E’s performance in national customer satisfaction surveys continues to be high.
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EMPLOYEES AND LABOR RELATIONS

LG&E had approximately 917 full-time regular employees at February 28, 2007. Of the total, 632 operating,
maintenance and construction employees were represented by the IBEW Local 2100. LG&E and employees
represented by the IBEW Local 2100 signed a three-year collective bargaining agreement in November 2005 with
annual benefits re-openers.

E.ON U.S. Services provides services to affiliated entities, including LG&E, at cost as permitted under PUHCA
2005. On February 28, 2007, approximately 993 employees worked for E.ON U.S. Services.
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Executive Officers of LG&FE at February 28. 2007:

Effective Date of
Election to Present
Name Age Position Position
Victor A. Staffieri 51 Chairman of the Board, May 1, 2001
President and Chief
Executive Officer
John R, McCall 63 Executive Vice President, July 1, 1994
General Counsel and
Corporate Secretary
S. Bradford Rives 48 Chief Financial Officer September 15, 2003
Paul W. Thormpson 50 Senior Vice President - Tune 7, 2000
Energy Services
Chris Hermann 59 Senior Vice President - February 14, 2003
Energy Delivery
Wendy C. Welsh 53 Senior Vice President - December 11, 2000
Information Technology
Martyn Gallus 42 Senior Vice President - December 11, 2000
Energy Marketing
Paula H. Pottinger 50 Senior Vice President - January 2, 2006

Other Officers of LG&E at February 28, 2007:

Human Resources

David A. Vogel* 41 Vice President - Retail March 1, 2003
and Gas Storage Operations

Michael S. Beer 48 Vice President - Federal September 27, 2004
Regulation and Policy

George R. Siemens 57 Vice President - External January 11, 2001
Affairs

D. Raiph Bowling 49 Vice President - August 1, 2002
Power Operations WKE

R. W. Chip Keeling 50 Vice President - March 18, 2002
Communications

John N, Voyles, Ir. 52 Vice President - June 16, 2003
Regulated Generation

Daniel K. Arbough 45 Treasurer December 11, 2000

Valerie L. Scott 50 Conuoller January 1, 2005

Officers generally serve in the same capacities at LG&E and its affiliates, E.ON U.S. and KU.
*Mr. Vogel announced his resignation from the Company during March 2007.
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The present term of office of each of the above executive and other officers extends to the meeting of the Board
of Directors following the 2007 Annual Meeting of Shareholders.

There are no family relationships between or among executive and other officers of LG&E. The above tables
indicate officers serving as executive officers of LG&E at February 28, 2007.

Before he was elected to his current position, Mr. Staffieri was President and Chief Operating Officer of LG&E
Energy from March 1999 to April 2001 (including President of LG&E from June 2000 to April 2001).

Mr. McCall has been Executive Vice President, General Counsel and Corporate Secretary of LG&E Energy and
LG&E since July 1994.

Before he was elected to his current position, Mr. Rives was Senior Vice President - Finance and Controller of
LG&E Energy and LG&E from December 2000 to September 2003.

Before he was elected to his current position, Mr. Thompson was Senior Vice President - Energy Services for
LG&E Energy from August 1999 to June 2000.

Before he was elected to his current position, Mr. Hermann was Senior Vice President - Distribution
Operations, from December 2000 to February 2003.

Before she was elected to her current position, Ms. Welsh was Vice President - Information Technology from
February 1998 to December 2000 for LG&E Energy.

Before he was elected to his current position, Mr. Gallus was Vice President, Energy Marketing from August
1998 to December 2000 for LG&E Energy.

Before she was elected to her current position, Ms. Pottinger was Director, Human Resources from June 1997 to
June 2002 and Vice President - Human Resources from June 2002 to January 2006.

Before he was elected to his current position, Mr. Vogel was Vice President - Retail Services from December
2000 to March 2003.

In addition to being elected to his current position, Mr. Arbough has held the positions of Director, Corporate
Finance of LG&E Energy and LG&E from May 1998 to present.

Before he was elected to his current position, Mr. Beer was Senior Counsel Specialist, Regulatory from
February 2000 to February 2001 and Vice President - Rates and Regulatory from February 2001 to September
2004.

Before he was elected to his current position, Mr. Siemens held the position of Director of External Affairs for
LG&E Energy from August 1982 to January 2001.

Before he was elected to his current position, Mr. Bowling was General Manager Black Fossil Operations for
E.ON UX. in the United Kingdom from January 2002 to August 2002.

Before he was elected to his current position, Mr. Keeling was Director, Corporate Communications for LG&E
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Energy from February 2000 to March 2002.

Before he was elected to his current position, Mr. Voyles was General Manager, Cane Run, Ohio Falls and
Combustion Turbines, November 1998 to February 2003 and Director, Generation Services, February 2003 to
June 2003.

Before she was elected to her current position, Ms. Scott was Director, Trading Controls and Energy Marketing
Accounting from February 1999 to September 2002 and Director, Financial Planning and Accounting - Utility
Operations from September 2002 to December 2004.

Item 1A. Risk Factors

In addition to the other information in this Form 10-K and other documents furnished to or filed by LG&E with
the SEC from time to time, the following factors should be carefully considered in evaluating the Company.
Such factors could affect actual results and cause results to differ materially from those expressed in any
forward-looking statements made by, or on behalf of, the Company.

The electric and gas rates that LG&E charges customers, as well as other aspects of the business, are
subject to significant state and FERC regulation.

The rates that the Company is allowed to charge for its services are a primary item influencing the results of
operations, financial position and liquidity of the Company. The regulation of the rates that are collected from
customers is determined, in large part, by governmental orgamizations outside the Company’s control, including
the Kentucky Commission. This commission regulates many aspects of utility operations, including financial
and capital structure matters, siting and construction of facilities, terms and conditions of service, safety and
operations, accounting and cost allocation methodologies and other matters. While rate regulation is premised
on recovery of prudently incurred costs and reasonable rate of return on capital, such cannot be assured.
Regulatory proceedings regarding all matters of operations can thus significantly affect the earnings, liquidity
and business activities of the Company.

Transmission and interstate market activities of LG&E, as well as other aspects of the business, are
subject to significant FERC regulation.

The Company’s business is subject to regulation under the FERC covering matters including rates charged to
transmission users and wholesale customers, interstate market structure and design, construction and operation
of transmission facilities, acquisition and disposal of utility assets and securities, Standards of Conduct, Codes
of Conduct, cost allocations and financial matters. Existing FERC regulation, changes thereto or issuance of
new rules in these areas, can affect the earnings, operations and other activities of the Company.

LG&E’s exit from the MISO, as well as changes in transmission and whelesale power market structures,
could increase costs or reduce revenues.

LG&E withdrew from the MISO effective September 1, 2006. The resulting changes to transmission and
wholesale power market structures and prices are not completely estimable and may result in unforeseen effects
on energy purchases and sales, transmission and related costs or revenues. As required by the FERC, in i
connection with its exit, the Company has engaged two independent third parties to perform certain oversight
and functional control activities relating to transmission and related activities. Such activities may have an
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effect on the Company’s ability to access the transmission system for wholesale, native load and off-system
power activities. The Company will save certain MISO membership costs and charges, but is subject to MISO
charges for off-system transactions in the MISO day-ahead and real-time energy markets as well as fees related
to the new transmission service vendors. The Company believes that, over time, the benefits and savings from
its exit of the MISO will outweigh the costs and expenses. However, until post-MISO market conditions and
operations have matured, the effects on financial condition, liquidity or results of operations will remain
difficult to fully predict.

LG&E undertakes significant capital projects and is subject to unforeseen costs, delays or failures in such
projects, as well as risk of full recovery of such costs.

In the ordinary course of business, the Company is continually developing, permitting and constructing new
generation and transmission facilities, as well as maintaining and improving existing facilities. The completion
of these facilities without delays or cost overruns is subject to risks in many areas including approval and
licensing; permitting; construction problems or delays; increases in commodity or equipment prices or in labor
rates; contractor performance; weather and geological issues and political, labor and regulatory developments.
Delays, additional costs or unsatisfactory regulatory treatment can result in reduced eamnings. Further, if
construction projects are not completed according to specifications, the Company may incur reduced plant
efficiency, higher operating costs or continued capital costs.

Projects underway at LG&E include plans to construct a new base-load generating unit, TC2, and associated
transmission facilities; the upgrade or construction of other transmission facilities and upgrades to emissions
reduction equipment. These projects are in varying stages of construction, planning or regulatory approval.

L.G&E'’s costs of compliance with environmental laws are significant and are subject to continuing
changes.

LG&E is subject to extensive federal, state and local environmental requirements which, among other things,
regulate air emissions, water discharges and the management of hazardous and solid waste in order to
adequately protect the environment. Compliance by the Company requires significant expenditures for
installation of pollution control equipment, environmental monitoring, emission fees and permits at all of its
facilities. If the Company fails to comply with environmental laws and regulations, even if caused by factors
beyond its control, civil or criminal penalties and fines can result. Revised or additional laws and regulations
could result in significant additional expense and operating restrictions on LG&E's facilities or increased
compliance costs which may not be fully recoverable from customers. The cost impact of such changes would
depend upon the specific requirements enacted and cannot be determined at this time.

L.G&E is undertaking significant emissions construction projects relating to upcoming compliance with the
Clean Air Act, CAIR and CAMR standards, among others. Raie recovery and other regulatory proceedings
regarding these matters occur periodically and will continue for some time.

LG&E’s operating results are affected by weather conditions, including storms and seasonal temperature
variations, as well as by significant man-made or accidental disturbances.

Customer demand for electricity and natural gas is seasonal and can cause extreme variability in load due to
higher or lower than normal temperatures. Generally, demand for electricity peaks during the summer and
demand for natural gas peaks during the winter. As a result, LG&E’s overall operating results can fluctuate
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substantially on a seasonal basis. LG&E maintains adequate generating and natural gas supply resources to
accommodate system demands for electricity and natural gas. In addition, the Company has generally sold less '
electricity or natural gas, as applicable, and consequently earned lower revenues, when weather conditions have
been milder. However, the natural gas rates contain a WNA mechanism which adjusts the distribution cost
recovery component of the natural gas billings of residential and commercial customers to normal temperatures
during the heating season months of November through April, somewhat mitigating the effect of weather extremes.
Severe weather, such as tornadoes, ice storms, thunderstorms, high wind or floods could also significantly affect
the Company’s operations by causing power outages, damaging infrastructure and requiring significant repair
costs. Terrorism, explosions or fires pose simnilar risks. LG&E maintains a comprehensive storm management
plan for efficient and timely restoration of service to customers after major storm events.

LG&E is subject to risks regarding potential developments concerning global climate change matters.

LG&E is exposed to risks related to possible developments concerning climate change or global warming,
including regulations relating to GHG. Such developments could include potential federal or state legislation or
industry initiatives limiting GHG emissions, establishing costs or charges on GHG emissions or on fuels
relating to such emissions, requiring remediation, sequestration or generation fleet-diversification to address
GHG emissions, promoting energy efficiency or other measures. These actions could have substantial effects on
the Company’s financial condition or results of operations, including increased capital expenditures or operating
costs and changes in rate structures, fuel prices or customer demand levels. The Company’s generation fleet is
predominantly coal-fired and may, as a relative matter, be highly impacted by developments in this area.

LG&E’s business is concentrated in the Midwest United States, specifically Kentucky.

The operations of the Company are located in Kentucky and are therefore impacted by changes in the Midwest
United States economy in general, and the Kentucky economy in particular. General economic conditions, such
as population growth, industrial growth or expansion and economic development, as well as the operational or
financial performance of major industries or customers in the Company’s service territory can affect the
demand for electricity and natural gas.

LG&E is subject to operational risks relating to its generating plants, transmission facilities and
distribution equipment.

Operation of power plants, transmission and distribution facilities subjects LG&E to many risks, including the
breakdown or failure of equipment, accidents, labor disputes, delivery/transportation problems, disruptions of
fuel supply and performance below expected levels. Because LG&E’s transmission facilities are interconnected
with those of third parties, the operation of its facilities may be adversely affected by unexpected or
uncontrollable events occurring on the systems of such third parties. Operation of the Company’s power plants
below expected capacity levels could result in lost revenues or increased expenses, including higher
maintenance costs that may not be recovered from customers. Unplanned outages may result in significant
replacement power costs. While LG&E believes appropriate prevention or mitigation measures are in place,
where possible, with respect to these potential business disruptions, no assurances can be given that such events
will not occur in the future or will not negatively affect its financial condition or results of operations.
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LG&E could be negatively affected by rising interest rates, downgrades to credit ratings or other
negative developments in its ability to access capital markets.

In the ordinary course of business, the Company has significant long-term and short-term financing
requirements to fund its capital expenditures, debt interest or maturities and operating needs. If rating agencies
were to downgrade the Company’s credit ratings, particularly below investment grade, or withdraw such
ratings, it could significantly limit access to the capital market and the Company’s borrowing costs could
increase. In addition, the Company’s financing costs can be affected by financial matters involving its parent
holding company, including its overall credit rating, its provision of intra-company financing and the terms and
rates of such financing.

L.G&E is subject to commodity price risk, credit risk, counterparty risk and other risks associated with
the energy business.

LG&E 1s exposed to market, operating and financial risks cornmon to utility operations. Although the Company
operates largely in regulated markets, increases in the cost of power and fuel, such as coal or natural gas, as well
as other major inputs and supplies, can affect its margins because authorized rate structures and pass-through
cost mechanisms may include timing lags or regulatory discretion which do not lead to full cost recovery.
Changes in the wholesale market price for electricity can impact LG&E’s financial results by altering the
revenues from off-system sales of excess power from period to period. LG&E is also exposed to risk that
counterparties could fail to perform their obligations to provide energy, fuel, goods, services or payments
resulting in potential increased costs to the Company.

LG&E is subject to risks associated with defined benefit retirement plans, health care plans, wages and
other employee-related benefits.

The Company’s funding obligations concerning defined benefit pension and postretirement plans are subject to
risks relating to developments in future costs, returns on investments, interest rates and other actuarial matters
which may differ from assumptions currently in effect for the plans and may lead to higher required funding
outlays. Further, higher wage levels, whether related to collective bargaining agreements or employment market
conditions, and costs of providing health care benefits to employees may adversely affect LG&E’s results of
operations, financial position or liguidity.

Item 1B. Unresolved Staff Comments.

None.
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ITEM 2. Properties.

LG&E’s power generating system consists of the coal-fired units operated at its three steam generating stations. "
Combustion turbines supplement the system during peak or emergency periods. LG&E owns and operates the
following electric generating stations unless otherwise stated:

Sumnmer Capability
Rating (Mw)
Steamn Stations:
Mill Creek — Jefferson County, KY
Unit 1 303
Unit 2 301
Unit 3 )44
Unit 4 477
Total Mill Creek 1,472
Cane Run - Jefferson County, KY
Unit 4 155
Unit 5 168
Unit 6 240
Total Cane Run 563
Trimble County — Trimble County, K'Y (a) 383
Combustion Turbine Generators (Peaking capability):
Zorn — Iefferson County, KY 14
Paddy’s Run - Jefferson County, KY (b) 119
Cane Run — Jefferson County, XY 14
Waterside — Jefferson County, KY (¢) -
E.W, Brown - Mercer County, KY (d) 190
Trimblie County — Trimble County, KY (e) 328
Total combustion turbine generators 665
Total capability rating 2,083

(a) Amount shown represents LG&E’s 75% interest. See Notes 9 and 10 of Notes to Financial
Statements under Item 8 for further discussion on ownership.

(b} Amount shown represents LG&E’s 53% interest in Unit 13 and 100% ownership of Units 11
and 12. See Notes 9 and 10 of Notes to Financial Statements, under Item 8 for further
discussion on ownership. Unit 12 was mothballed in November 2006. Life assessment (repair
or retire) studies are ongoing.

{c) Pursuant to the Definitive Property Sale Agreement entered into with the Louisville Arepa
Authority in 2006, the Waterside property will be sold to the Louisville Arepa Authority when
the relocation of the LG&E assets has been completed, which is expected to oceur by the end
of 2008. The Waterside units were retired in December 2006,

(d) Amount shown represents LG&E’s 53% interest in Unit 5, 38% interest in Units 6 and 7 and
10% of the Inlet Air Cooling system, atiributable to Unit 5. See Notes 9 and 10 of Notes to
Financial Staternents, under Item 8 for further discussion en ownership. KU operates these
units on behalf of LG&E.

(e) Amount shown represents LG&E’s 29% interest in Units 5 and 6 and LG&E’s 37% interest in
Units 7, 8, 9 and 10. See Notes 9 and 10 of Notes to Financial Statements, under Item 8 for
further discussion on ownership.

LG&E also owns an 80 Mw nameplate-rated hydroelectric generating station located in Jefferson County, i
Kentucky (Ohio Falls), with an expected summer capability rating of 48 Mw, operated under a license issued by
the FERC.
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At December 31, 2006, LG&E’s electric transmission system included 41 substations (26 of which are shared
with the distribution system) with a total capacity of approximately 11,900 Mva and approximately 894 miles of
lines. The electric distribution system included 93 substations (26 of which are shared by the transmission
system) with a total capacity of approximately 4,940 Mva, 3,931 miles of overhead lines and 2,161 miles of
underground conduit.

LG&E’s natural gas transmission system includes 260 miles of transmission mains and the natural gas
distribution system includes 4,175 miles of distribution mains.

LG&E operates underground natural gas storage facilities with a current working gas capacity of approximately
15.1 million Mcf. See Gas Supply under Item 1.

In 1990, LG&E entered into an operating lease for its corporate office building located in downtown Louisville,
Kentucky. The lease was renegotiated in 2002 and is scheduled to expire July 31, 2015,

Other properties owned by LG&E include office buildings, service centers, warehouses, garages and other
structures and equipment, the use of which is commeon to both the electric and gas departments.

The trust indenture securing LG&E’s first mortgage bonds constitutes a direct first mortgage lien upon much of

the property owned by LG&E. In addition, Fidelia has a second secured lien on the property subject to the first
mortgage bond lien for certain of its intercompany loans to LG&E.
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ITEM 3. Legal Proceedings.
Rates and Regulatory Matters

For a discussion of current rate and regulatory matters, including electric and natural gas base rate increase
proceedings, the Kentucky AG investigation, VDT proceedings, TC2 proceedings, various Kentucky
Commission, FERC and MISO proceedings and other rate or regulatory matters affecting LG&E, see Rates and
Regulation under Item 1 and Note 2 of Notes to Financial Statements under Item 8.

Environmental

For a discussion of environmental matters including additional reductions in SOz, NOx and other emissions
mandated by recent regulations; items regarding the Cane Run generating station, MGP sites; global warming or
climate change matters and other environmental items affecting LG&E, sec Executive Summary
(Environmental Matters) and Note 9 of Notes to Financial Statements under ltem 8.

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 EXON U.S. and
subsidiaries, including LG&E, under the FERC’s standards of conduct and codes of conduct requirements, as
well as other areas. The final report contained certain findings calling for improvements in E.ON U.S. and
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.

Employment Discrimination Case

In QOctober 2001, approximately 30 employees or former employees filed a complaint against LG&E claiming
past and current instances of employment discrimination. LG&E has removed the case to the U.S. District Court
for the Western District of Kentucky and filed an answer denying all plaintiffs’ claims. To date, the U.S, Equal
Employment Opportunity Cominission has declined to proceed to litigation on any claims reviewed. Through
continuing mediation, settlements have been reached with the majority of plaintiffs, including the lead plaintiff.
In November 2006, LG&E obtained dismissal orders on all but two remaining plaintiffs. The complaint
contains a claimed damage amount of $100 million as well as requests for injunctive relief, however, all prior
settlements have been for non-material amounts and LG&E does not anticipate that the remaining outcome will
have a material impact on its operations or financial condition.

Other

In the normal course of business, other lawsuits, claims, environmental actions and other governmental
proceedings arise against LG&E. To the extent that damages are assessed in any of these lawsuits, LG&FE
believes that its insurance coverage is adequate. Management, after consultation with legal counsel, does not
anticipate that liabilities arising out of other currently pending or threatened lawsuits and claims will have a
material adverse effect on LG&E’s financial position or results of operations, respectively.

{
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ITEM 4. Submission of Matters to a Vote of Security Holders.

None.
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PART I

ITEM 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

All LG&E common stock, 21,294,223 shares, is held by E.ON U.S. Therefore, there is no public market for
LG&E’s common stock.

The following table sets forth LG&E’s cash distributions on common stock paid to E.ON U.S, during 2006:

(in millions)

First quarter - $40
Second quarter 20
Third quarter 35
Fourth quarter -

LG&E paid cash distributions on common stock to E.ON U.S. in the amount of $39 million in 2005 and $57
million in 2004,

ITEM 6. Selected Financial Data.

Years Ended December 31
(in millions)
2006 2005 2004 2003 2002

Operating revenues $1,338 1,42 $1.173 $1.094 $1.004
Net operating income § 223 $ 230 $ 185 $_179 $ 173
Net income 17 $ 129 6 $ 91 § 89
Total assets $3.184 33,146 $2.967 $2.882 $2.769
Long-term obligations

(including amounts

due within one year) $ 820 $ 821 $ 872 $ 798 $ 617

Management’s Discussion and Analysis of Financial Condition and Results of Operations and
Notes to Financial Statements should be read in conjunction with the above information.
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Resuits of Operations.
GENERAL

The following discussion and analysis by management focuses on those factors that had a material effect on
LG&E’s financial results of operations and financial condition during 2006, 2005 and 2004 and should be read in
connection with the financial statements and notes thereto.

Some of the following discussion may contain forward-looking staternents that are subject to risks, uncertainties
and assumptions. Such forward-looking statements are intended to be identified in this document by the words
"anticipate,” "expect," "estimate," "objective," "possible,” "potential" and similar expressions. Actual results
may materially vary. Factors that could cause actual results to materially differ include: general economic
conditions; business and competitive conditions in the energy industry; changes in federal or state legislation;
unusual weather; actions by state or federal regulatory agencies; actions by credit rating agencies and other
factors described from time to time in LG&E’s reports to the SEC, including Risk Factors in Item 1A of this
report on Form 10-K and in Exhibit No. 99.01 to this report on Form 10-K.

EXECUTIVE SUMMARY
Business

LG&E is a wholly-owned subsidiary of E.ON U.S., which is an indirect subsidiary of E.ON, a German
company. LG&E maintains a separate corporate identity and serves customers in Kentucky.

LG&E, incorporated in 1913 in Kentucky, is a regulated public utility that 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 service area 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 LG&E
transports natural gas and provides electric service, but does not provide any distribution services, LG&E also
provides natural gas service in limited additional areas. LG&E’s coal-fired electric generating plants, all
equipped with systems to reduce SO; emissions, produce most of LG&E’s electricity. The remainder is
generated by a hydroelectric power plant and combustion turbines. Underground natural gas storage fields help
LG&E provide economical and reliable natural gas service to customers.
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Customers
The following table provides statistics regarding LG&E'’s retail customers:

Customers (in thousands)

Electric Gas 2006% Retail Revenues
Retail Customer Data 2006 2005 2004 2006 2005 2004 Eleciric Gas
Residential 350 347 343 298 296 293 39% 64%
Industrial & Commercial 42 4] 41 25 24 . 24 51% 31%
Other 6 6 6 1 1 1 10% 5%
Total Retail 398 394 390 324 321 318 100% 100%
Mission

The mission of LG&E is to build on our tradition and achieve world-class status providing reliable, low-cost
energy services and superior customer satisfaction; and to promote safety, financial success and quality of life
for our employees, communities and other stakeholders.

Strategy
LG&E’s strategy focuses on the following:

Achieve scale as an integrated U.S. electric and gas business through organic growth and acquisitiont
Maintain excellent customer satisfaction;

Maintain best-in-class cost position versus U.S. utility companies;

Develop and transfer best practices throughout the company;

Invest in infrastructure to meet expanding load and comply with increasing environmental requirements;
Achieve appropriate regulated returns on all investment;

Attract, retain and develop the best people; and

Act with a commitment to corporate social responsibility that enhances the well being of our employees,
demonstrates environmental stewardship, promotes quality of life in our communities and reflects the
diversity of the society we serve.

Low Rates

LG&E believes it is well positioned in the regulated Kentucky market. LG&E continues to sustain high
customer satisfaction, ranking first among all large Midwest utilities for the seventh time in eight years in the
J.D. Power and Associates 2006 survey of residential electric customers. This excellent performance is balanced
with cost control. The customer benefits of the LG&E culture of cost management are evident in rate
comparisons among U.S. utilities. As of July 1, 2006, the average residential rate per thousand Kwh for LG&E
customers was 6.54 cents versus the national average of U.S. investor-owned utilities of 10.98 cents.

LG&E must continue to address new cost pressures. The Kentucky Commission accepted the settlement
agreements reached by the majority of the parties in the rate cases filed by LG&E in December 2003. New |
rates, implemented in July 2004, produced approximately $55 million of revenue for LG&E for a full year. '
Under the settlement agreements, the Company’s base electric rates increased approximately $43 million
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(7.7%) and base natural gas rates increased approximately $12 million (3.4%) annually. The 2004 increases
were the first increases in electric base rates for LG&E in 13 years; the last natural gas rate increase for the
Company took effect in September 2000. Competitors also face the same cost pressures that caused LG&E to
initiate rate cases (e.g., pensions, benefits and reliability expenditures) and many other utility companies
recently had rate cases. Despite these increases, LG&E’s rates remain significantly lower than the national
average.

Commodity Prices: Fuel and Electricity

Nationally, coal price increases continued during 2006, up approximately 10% from 2005, with modest
increases projected over the near term. Nationwide coal stockpiles grew during 2006, due to a surplus of 37
million tons of coal production over consumption, driven by a 1.4% decline in power generation usage of coal
and a 3% increase in coal supply.

During 2006, natural gas prices declined significantly from the record levels reached the prior year. During
2005, natural gas prices averaged over $38/MMBtu and spiked as high as $15/MMBtu in late September
following hurricanes that interrupted natural gas production activities in the Gulf of Mexico. Prices in 2006
averaged just over $7/MMBtu and fell as low as $4/MMBtu. Price declines are in part the result of ample
natural gas storage inventories, which are the result of a warmer-than-normal winter in 2005/2006 and the
absence of any hurricanes during 2006 that could have otherwise disrupted natural gas supplies in the Guif of
Mexico. Although the supply situation has improved from 2005, the underlying and fundamental U.S.
supply/demand imbalance shows no significant signs of immediate or significant improvement.

LG&E’s average coal and natural gas purchase prices for the last five years are as follows:

2006 2005 2004 2003 2002
Coal (per MMBt}) $1.51 $1.32 $1.15 $1.12 $1.11
Natural gas (per MMBtu) $7.80 §$10.23 $7.18 $6.30 $4.19

Actual fuel costs associated with retail electric sales are recovered from customers through the FAC. 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 custorers 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.

Actual natural gas costs are recovered from customers through the GSC. The GSC also contains an incentive
component, the PBR component, which is determined for each 12-month period ending October 31.

Generation Reliability

Generation reliability also remains a key aspect to meeting the Company’s strategy. LG&E believes that it has
maintained good performance and reliability in the key area of utility generation operation. While maintaining
low cost levels, LG&E has also been able to generate increasing volumes and expect to continue high levels of
availability and low outage levels. This performance is also important to maintaining margins from off-system
sales.
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Generation Capacity

The installation of Trimble County Units 7-10, completed in 2004, increased LG&E’s total system capability by
9%. However, the joint IRP submitted by LG&E and KU to the Kentucky Commission in 2005, outlining the
least cost alternative to meet Kentucky’s needs, indicated the requirement for additional base-load capacity by
2010. Consequently, LG&E and KU have begun construction of another base-load coal-fired unit at the Trimble
County site. LG&E believes this is the least cost alterative to meet the future needs of its customers. TC2, witl;
a 750 MW capacity rating, will be jointly owned by LG&E (14.25%) and KU (60.75%) and IMEA and IMPA
(25% owners). TC2 is expected to cost $1.1 billion and be completed by 2010. LG&E’s and KU’s aggregate
75% share of the total TC2 capital cost is approximately $880 million, of which LG&E will spend
approximately $180 million through 2009. Through December 2006, LG&E’s expenditures for TC2 have been
$32 million. See Note 10 of Notes to Financial Statements.

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-sum, turnkey agreement for the design, engineering, procurement, construction,
commissioning, testing and delivery of 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.

A CCN application for T'C2 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 Febraary 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 of such CCN approval by
certain property owners. A further appeal of such 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 may occur
during the first half of 2007.

In Qctober 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.

Environmental Matters

In addition to the TC2 project, the second major area of utility investment is environmental expenditures.

LG&E is subject to SO, and NOx emission limits on its electric generating units pursuant to the Clean Air Act.
LG&E placed into operation significant NOx controls for its generating units prior to the 2004 summer ozone
season. As of December 31, 2006, LG&E has incurred total capital costs of approximately $187 million since
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2000 to reduce its NOx emissions below required levels. In addition, LG&E has incurred additional operating
and maintenance costs in operating the new NOx controls.

In March 2005, the EPA issued the final CAIR which requires substantial additional reductions in SO, and NOx
emissions from eleciric generating units. The CAIR provides for a two-phased reduction program with Phase I
reductions in NOx and SO, emissions in 2009 and 2010, respectively, and Phase I reductions in 2015. In
March 2005, the EPA issued a related regulation, the final CAMR, which requires substantial mercury
reductions from electric generating units. The CAMR also provides for a two-phased reduction, with the Phase I
target in 2010 achieved as a “co-benefit” of the controls installed to meet the CAIR. Additional control
measures will be required to meet the Phase II target in 2018, Both the CAIR and CAMR establish a cap and
trade framework, in which limits are set on total emissions and allowances can be bought or sold on the open
market, to be used for compliance, unless the state chooses another approach. LG&E currently has flue gas
desulfurization equipment on all its units but will continue to evaluate improvements to further reduce SO,
emissions.

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 once
approved by the Kentucky Commission. A majority of the applicable environmental costs, those related to
servicing our native load, including investment and operating costs, are recoverable through the ECR. The
remaining costs, attributable to off-system sales, are not recoverable through the ECR, however, these costs are
recoverable in coordination with a general rate case.

COMPANY STRUCTURE

As contemplated in their regulatory filings in connection with the E.ON acquisition of Powergen in 2002,
E.ON, Powergen and E.ON U.S, completed an administrative reorganization to move the LG&E Energy Corp.
group from an indirect Powergen subsidiary to an indirect E.ON subsidiary. This reorganization was effective in
March 2003. In early 2004, E.ON U.S. began direct reporting arrangements to E.ON.

Effective December 30, 2003, LG&E Energy LLC became the snccessor, by assignment and subsequent
merger, to all the assets and liabilities of LG&E Energy Corp.

Effective December 1, 2005, LG&E Energy LLC was renamed E.ON U.S. LLC.

L.G&E has continued its separate identity and the preferred stock and debt securities of LG&E were not affected
by these transactions.
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RESULTS OF OPERATIONS
Net Income

LG&E’s net income in 2006 decreased $12 million (9%) compared to 2005, The primary drivers of the decrease
were lower wholesale and retail electric sales volumes due to cooler summer weather in 2006 and increased
interest expense. Partially offsetting the lower revenues were lower operation and maintenance expenses
primarily from the expiration of the VDT amortization and lower costs associated with MISO Day 2.

LG&E’s net income related to the electric business in 2006 decreased $12 million (10%) compared to 2005.
Electric operating revenues decreased $44 million (4%) primarily due to lower wholesale and retail sales
volumes associated with cooler summer weather in 2006 and lower MISO revenues. Partially offsetting the
lower revenues were lower operation and maintenance expenses of $20 million (8%) primarily from the
expiration of the VDT amortization and lower costs from MISO Day 2. Combined fuel and power purchased
expenses in 2006 also declined $15 million (4%) from 2005. Interest expense increased $3 million (10%) in
2006.

LG&E’s net income related to the natural gas business was unchanged from 2605.

LG&E’s net income in 2005 increased $33 miilion (34%) compared to 2004. The increase resulted primarily
from higher electric revenues due to increased retail sales volumes resulting from warmer sumnmer weather and
increased base rates implemented for service rendered on and after July 1, 2004. Wholesale revenues also
increased due to higher volumes and higher prices. These increases were partially offset by mcreased fuel and
power purchased costs largely due to MISO Day 2 costs.

LG&E’s net income in 2005 related to the electric business increased $32 million (37%) compared to 2004.
Electric operating revenues increased $171 million (21%), partially offset by higher fuel for electric generation
and power purchased of $123 million (41%). Income tax and depreciation expense increased $12 million (25%)
and $6 million (6%), respectively.

LG&E’s net income in 2005 related to the natural gas business increased $1 million (11%) compared to 2004.
Natural gas operating revenues increased $80 million (22%) offset by higher natural gas supply expenses of $73
million (27%). Other natural gas operation and maintenance expenses increased $4 million (7%) and
depreciation expense increased $1 million (6%).
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Revenues

'The following table presenis a comparison of operating revenues for the years 2006 and 2005 with the
immediately preceding year.

Increase (Decrease) From Prior Period

(in millions) Electric Revenues Gas Revenues
Cause 2006 2005 2006 2005
Retail sales:
Fuel and gas supply adjustments $ 23 $ 23 $20 $67
LG&E/KU merger surcredit 3 @) - -
Environmental cost recovery surcharge 3 10 - -
Earnings sharing mechanism ' . ®) - -
Weather normalization adjustment - - 4 3
Rate changes - 25 - 5
Variation in sales volumes and other (18) 27 (48) (N
Total retail sales 11 78 (24) 68
Wholesale sales (35) 73 (18) 12
MISO Day 2 (20) 18 - -
Other - _2 — _
Total $44)  $171 $(42)  §80

Electric revenues in 2006 decreased $44 million (4%) primarily due to:

e Decreased wholesale sales ($35 million) primarily resulting from lower sales volumes due to decreased
regional demand

o Decreased MISO related revenue ($20 million) due to exit from the MISO

» Decreased sales volumes and other ($18 million) resulting from a 12% decrease in cooling degree days
in 2006 as compared to the same period in 2005 (the number of cooling degree days in 2006 was 9%
below the 20-year average)

e Increased fuel costs ($23 million) billed to customers through the FAC

» Increased revenue due to lower merger surcredit given to customers based on lower sales volumes ($3
million)

o Increased ECR surcharge ($3 million) billed to customers

Electric revenues in 2005 increased $171 million (21%) primarily due to:

e Increased wholesale sales ($73 million) primarily due to an 11% higher sales volume due to increased
regional demand and a 29% increase in prices caused by higher fuel prices

e Increased retail sales volumes and other ($27 million) primarily due to warmer summer weather result-
ing from a 13% increase in cooling degree days (the number of cooling degree days in 2005 was 14%
above the 20-year average)

» Increased rates ($25 million) implemented in July 2004

e Increased fuel costs ($23 million) billed to customers through the FAC

o Increased MISO related revenue ($18 million) due to the inception of MISO Day 2 on April 1, 2005

o Increased ECR surcharge ($10 million) billed to customers

s Decreased ESM revenues ($6 million) billed to customers due to termination of the ESM program
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Natural gas revenues in 2006 decreased $42 million (10%) primarily due to:

» Decreased sales volumes and other ($48 million) resulting from a 9% decrease in heating degree days ir
2006 as compared to the same period in 2005 (the number of heating degree days in 2006 was 10% be-
low the 20-year average)

o Decreased wholesale sales ($18 million} due to limited market opportunities to sell natural gas off-
system

» Increased natural gas supply costs ($20 million) billed to customers through the GSC

o Increased weather normalization revenue ($4 million)

Natural gas revenues in 2005 increased $80 million (22%) primarily due to:
» Increased natural gas supply costs ($67 million) billed to customers through the GSC
e Increased wholesale sales {312 million} due to increased market opportunities to sell natural gas off-
system
¢ Increased rates ($5 million) implemented in July 2004
s Decreased weather normalization revenue ($3 million)

Expenses

Fuel for electric generation and natural gas supply expenses comprise a large component of LG&E’s total
operating expenses. Increases or decreases in the cost of fuel and natural gas supply are reflected in LG&E’s
electric and natural gas retail rates, through the FAC and GSC, subject to the approval of the Kentucky
Commission.

Fuel for electric generation increased $12 million (4%) in 2006 primarily due to:
¢ Increased cost of fuel burned ($15 million) due to higher prices for coal
e Decreased generation ($3 million) due to lower demand

Fuel for electric generation increased $74 million (36%) in 2005 primarily due to:
o Increased cost of fuel burned ($62 million) due to the MISQ’s dispatch of natural gas-fired units and
higher coal and natural gas prices
e Increased generation ($12 million) due to increased demand and the dispatch of units for MISO Day 2

Power purchased expense decreased $27 million (19%) in 2006 primarily due to:
¢ Decreased volumes purchased ($35 million) due to lower demand
e Increased unit cost per Mwh of purchases (39 million} due to higher fuel prices

Power purchased expense increased $49 million (53%) in 2005 primarily due to:
e Increased unit cost per Mwh of purchases ($41 million} due to higher fuel prices
o Increased volumes purchased ($8 million) due to increased demand and unit outages
o Purchased power costs from the MISO due to unit outages totaled $10 million

Gas supply expenses decreased $44 million (13%) in 2006 primarily due to:
s Decreased volumes of natura] gas delivered to the distribution system ($64 million} due to milder winter
weather
e Increased cost of net gas supply ($20 million) due to higher inventory unit cost
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(3as supply expenses increased $73 million (27%) in 2005 primarily due to:
e Increased cost of net gas supply (362 million) due to the increase in natural gas prices
e Increased volumes of natural gas delivered to the distribution system ($12 million)

Other operation and maintenance expenses decreased $20 million {6%) in 2006 primarily due to decreased other
operation expenses ($37 million) partially offset by increased maintenance expenses ($15 million) and property
and other taxes ($1 million).

Other operation expenses decreased $37 million (16%) in 2006 primarily due to:
e Decreased administrative and general expense ($21 million) primarily due to the completion of the VDT
amortization '
» Decreased other power supply costs (311 million) resulting from lower MISO Day 2 costs
o Decreased electrical transmission costs {$9 million) due to lower MISO related expenses
e Increased steam generation expense (52 million) primarily for scrubber reactant and waste disposal
o Increased distribution operations costs {($1 million) primarily due to higher storm restoration costs
e Increased underground storage costs ($1 million} due to higher costs of materials and contractor expenses

Maintenance expenses increased $15 million (24%) in 2006 primarily due to:
e Increased steam maintenance ($8 million) primarily related to Mill Creek Unit 4
e Increased distribution maintenance (35 million) primarily related to vegetation management and storm
restoration
o Increased administrative and general maintenance ($2 million)

Other operation and maintenance expenses increased $3 million (1%) in 2005 primarily due to higher other
operation expenses (311 million) and higher property taxes ($2 million), partially offset by lower maintenance
expenses (39 million).

Other operation expenses increased $11 million (5%) in 2005 primarily due to:

o Increased other power supply costs (317 million) due largely to MISO Day 2 costs ($18 million) for
administrative and allocated charges from the MISO for Day 2 operations

» Increased steam generation expense {$4 million) primarily for scrubber reactant and waste disposal

o Increased employee benefit costs ($3 million)

o Increased customer service and collection expenses ($2 million)

¢ Decreased transmission costs ($11 million), due largely to MISQO Day 2 ($13 million). Prior to the MISO
Day 2 market, most bilateral transactions required the purchase of transmission; however, with the Day 2
market, most transactions are handled directly with the MISO and no additional transmission is necessary

o Decreased distribution operating costs ($5 million) due to fewer storms

Maintenance expenses decreased $9 million (13%) in 2005 primarily due to:
e Decreased distribution maintenance ($9 million) due to fewer storms
e Decreased steam generation expense ($2 million)
e Increased administrative and general maintenance (31 million)

Other expense (income) ~ net decreased $4 million in 2006 primarily due to:

® Decreased other income (32 million)
 Increased other expense ($2 million)
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Other expense (income) - net increased $4 million in 2005 primarily due to:
e Increased other income ($2 million)
® Decreased other expense ($1 million)

Interest expense, including interest expense to affiliated companies, increased $4 million (11%) in 2006
primarily due to:

o Increased interest rates on variable rate debt ($5 million)

e Increased interest on tax deficiencies ($2 million)

s Decreased interest expense on swaps ($2 million)

Interest expense, including interest expense to affiliated companies, increased $4 million (12%) in 2005
primarily due to:

s Increased interest rates on variable rate debt ($6 million)

e Increased borrowing from the money pool ($2 million)

» Decreased cost of interest rate swaps ($3 million)

e Decreased costs due to refinancing fixed rate debt with variable rate debt ($1 million)

Details of exposure to variable interest rates on long-term debt are shown in the table below:

2006 2005 2004

Debt exposed to interest rate risk (in millions) $363 $363 5306

Debt exposed fo interest rate risk as a percentage of long-term debt 44.3% 44.2% 35.1%

Weighted average interest rate on variable rate debt for the year 3.47% 2.49% 1.28%
Weighted average interest rate on total long-term debt at year-end,

including expense amortization and interest rate swaps 4.33% 4.13% 3.92%

See Note 7 of Notes to Financial Statements under Item 8.

Variations in income tax expenses are largely attributable to changes in pre-tax income. See Note 6 of Notes to
Financial Statements under Item 8.

The rate of inflation may have a significant impact on LG&E’s operations, its ability to control costs and the
need to seek timely and adequate rate adjustments. However, relatively low rates of inflation in the past few
years have moderated the impact on current operating results.

CRITICAL ACCOUNTING POLICIES/ESTIMATES

Preparation of financial statements and related disclosures in compliance with generally accepted accounting
principles requires the application of appropriate technical accounting rules and guidance, as well as the use of
estimates. The application of these policies necessarily involves judgments regarding future events, including
legal a