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COMMISSION

In the Matter of:

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

CASE NO. 2008-OtHAR

APPLICATION

Louisville Gas and Electric Company ("LG&E" or the "Company") hereby requests,
pursuant to KRS 278.300, that the Commission authorize the issuance of securities, assumption
of obligations and entrance into all necessary agreements and other documents relating thereto as
more fully described herein. Specifically, LG&E requests authority to obtain long-term debt
financing from an affiliate within the E.ON AG ("E.ON") holding company system. For the
reasons set out herein, LG&E requests that the Commission process this Application as
expeditiously as possible, and issue its Order, if at all possible, by October 22, 2008. In support
of this Application, LG&E states as follows:

1. The Company's full name is Louisville Gas and Electric Company. The post
office address of the Company is 220 West Main Street, Louisville, Kentucky 40202. LG&E is a
Kentucky corporation, a utility as defined by KRS 278.010(3)(a), and (b) and as of August 31,
2008, provides retail electric service to approximately 403,000 customers and retail gas service
to approximately 325,000 customers in seventeen counties in Kentucky. A description of
LG&E's properties is set out in Exhibit 1 to this Application. A certified copy of the Company's
Articles of Incorporation was filed with the Commission in Case No. 2005-00471 (In the Matter

of: The Application of Louisville Gas and Electric Company and Kentucky Utilities Company for



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

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

2. LG&E obtains financing through numerous sources of capital, including the form
of debt that is the subject of this Application. LG&E does not assign specific financing to any
particular project or use, and does not project finance projects. Thus, the uses cited below are

general reasons for LG&E's need for debt financing, rather than projects for which the financing

will be required.

3. LG&E anticipates incurring capital expenditures during the remainder of 2008
and 2009 for iis share of construction costs for Trimble County Unit 2 in Trimble County,
Kentucky., LG&E requested a Certificate of Public Convenience and Necessity and a Site
Compatibility Certificate for those facilities in Case No. 2004-00507 (In the Matter of: The Joint
Application of Louisville Gas and Electric Company and Kentucky Ultilities Company for a
Certificate of Public Convenience and Necessity, and a Site Compatibility Certificate, for the
Expansion of the Trimble County Generating Station). The Commission granted the requested
certificates by Orders dated November 1, 2005 and November 9, 2005 in Case No. 2004-00507.
This facility is described in the Engineering, Procurement and Construction Contract (the “EPC
Contract™) previously filed by LG&E’s sister utility, Kentucky Utilities Company. By Motion
filed concurrently herewith, LG&E is requesting that the EPC Contract be incorporated by
reference herein. During the period ending December 31, 2009, LG&E anticipates incurring up

to $31 million in construction costs in connection with Trimble County Unit 2.

4, LG&E also anticipates that it will require in excess of $200,000,000 (in addition
to TC2) for capital expenditures on an ongoing basis throughout 2009. Attached to this

Application as Exhibit 2 is a summary of LG&E’s capital budget for 2009.



5. In Case No. 2008-00131 (In the Matter of: The Application of Louisville Gas and
Electric Company for an Order Authorizing the Issuance of Securities and the Assumption of
Obligations) LG&E was granted authority to refund up to eight series of existing debt in
response to general market developments impacting LG&E’s variable rate pollution control debt.
Among the actions discussed in the record of Case No. 2008-00131, was the possibility of

LG&E repurchasing and temporarily holding the affected pollution control bonds.

6. LG&E has subsequently repurchased five series of debt' with a total face value of
$259.2 million. While LG&E intends this as a temporary measure, recent market upheavals have
made this an unfavorable time to market such debt. Thus, until conditions are favorable, LG&E

intends to hold the repurchased bonds.?

7. LG&E has authority from the Federal Energy Regulatory Commission to issue
short term debt in an amount not to exceed $400 million at any one time. A copy of FERC’s
November 14, 2007 authorization is attached as Exhibit 3. As of August 31, 2008, LG&E’s
short-term debt totals $350,797,200. As a result of the uses cited above, LG&E will require
additional long-term debt in the near future to ensure that it maintains flexibility for working
capital needs. Accordingly, LG&E requests that the Commission issue its Order, if at all

possible, by October 22, 2008.

' Louisville/Jefferson County Metro Government, Environmental Facilities Revenue Refunding Bonds, 2007 Series
A, Louisville/Jefferson County Metro Government, Environmental Facilities Revenue Refunding Bonds, 2007
Series B, Louisville/Jefferson County Metro Government, Pollution Control Revenue Bonds, 2005/Series A,
Louisville/Jefferson County Metro Government Pollution Control Revenue Bonds, 2003 Series A, and Jefferson
County, Kentucky Pollution Control Revenue Bonds, 2000 Series A. Refunding of all these debt series was
authorized by the Commission in Case No. 2008-00131 by Order of June 17, 2008.

? Marketing this long-term debt will improve LG&E’s short-term debt situation. See paragraph 7 below. However,

with the current, unseitled situation in the financial markets, it is unclear how soon conditions will be favorable for
LG&E to do so.



Description of LG&E's Position Within the Holding Company and the Affiliate

8. E.ON U.S. LLC ("E.ON US") is an indirect subsidiary of E.ON. The Company is
a wholly owned subsidiary of E.ON US. E.ON U.S. Holding GmbH, is also a subsidiary of
E.ON. Fidelia Corporation ("Fidelia"), a finance company subsidiary organized in Delaware, is a
subsidiary of E.ON U.S. Holding GmbH. Fidelia lends money to companies in the E.ON

Holding Company System and upon request of the Company would lend money to the Company

as set out in this Application.

Description of the New Long-Term Debt

9. This Application relates to the issuance of long-term unsecured debt by LG&E to
Fidelia.® The Company proposes to borrow money from Fidelia in an amount not to exceed
$100,000,000 at one or more times during the remainder of 2008 through the period ending
December 31, 2009. The Company anticipates issuing unsecured notes to Fidelia with final
maturity not to exceed thirty vears. Such borrowing would only occur if the interest rate on the
loan would result in an equal or lower cost of borrowing than the Company could obtain in a
loan from E.ON or in the capital markets on its own. All borrowings from Fidelia would be at the
lowest of 1) E.ON's effective cost of capital; 2) Fidelia's effective cost of capital; and 3) the

Company's effective cost of capital determined by reference to the effective cost of a direct

? The Commission has previously approved other long-term debt financing between LG&E and an affiliate within
the E.ON holding company system. See Case No. 2007-00548 (In the Matter of: The Application of Louisville Gas
and Electric Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligation)
Orders of February 13, 2008 and February 27, 2008, Case No. 2007-00039 {In the Matter of: The Application of
Louisville Gas and Electric Company for an Order Authorizing the Issuance of Securities and the Assumption of
Obligations), Order of March 22, 2007, Case No. 2006-00445 (In the Matter of: The Application of Louisville Gas
and Electric Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations),
Order of January 31, 2007, Case No. 2003-00300 (/n the Matter of: The Application of Louisville Gas and Electric
Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations), Order of
Septernber 22, 2003, and Case No. 2003-00058 (In the Matter of. The Application of Louisville Gas and Electric

Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations), Orders of April
14, 2003 and April 30, 2003,



borrowing by the Company from an independent third party for a comparable term loan that
could be obtained at the time of the loan (the "Best Rate Method"). The Best Rate Method
assures the Company that it will not pay more for a loan from Fidelia than it would pay in the
capital markets for a similar loan. The Company's treasury group has evaluated its capital
requirements through December 31, 2009, and the appropriate sources of capital available to it
(both existing and potential). The Company has determined that it is cost effective to borrow
money from Fidelia through this intercompany loan facility and desires to take advantage of this

opportunity.

10.  The interest rates will be set at the time of issuance of each note and would
depend on the maturity of the notes. The interest rate on each note would be the lower of (a) the
average of three quotes obtained by the affiliate company from international investment banks
for an unsecured bond issued by E.ON for the applicable term of the loan; and (b) the lowest of
three quotes obtained by the Company from international investment banks for a secured bond
issued by the Company with the applicable term of the loan. This method complies with the Best
Rate Method because this rate would be determined using the lower of the average of actual
quotes obtained based upon the credit of E.ON or the lowest of three actual quotes obtained by

the Company.

11. A note would be executed by the Company each time a loan was made by Fidelia
to the Company stating the interest rate, maturity date and payment terms. Attached to the
Application as Exhibit 4 is the form of the intercompany loan agreement and note. Issuance
expenses for the intercompany loans described herein will not exceed, in total, the sum of
$50,000. In connection with the issuance of the debt, LG&E may enter into one or more interest

rate hedging agreements (T-bill lock, swap or similar agreement, collectively the "Hedging



Facility") either with an E.ON affiliate or with a bank or financial institution. The Hedging
Facility would be an inferest rate agreement designed to allow the Company to lock in the
underlying interest rate on the loan in advance of the closing of the loan. The Hedging Facility
will set forth the specific terms under which the Company will agree to make payments, and the

other terms and conditions of any rights or obligations thereunder.

12, No contracts have been made for the disposition of any of the securities which

LG&E proposes to issue.

13. A redacted copy of the Engineering, Procurement and Construction Contract for
Trimble County Unit 2, which describes those facilities, was filed, along with a Motion for
Confidential Protection, by LG&E’s sister utility, Kentucky Utilities Company in the Record of
Case No. 2007-00024 (In the Matter of: The Application of Kentucky Utilities Company for an
Order Authorizing the Issuance of Securities and the Assumption of Obligations). By Motion
filed concurrently herewith, LG&E is requesting that the Engineering, Procurement and

Construction Contract be incorporated by reference herein.

14. LG&E shall, as soon as reasonably practicable after the issuance of each note
referred to herein, file with the Commission a statement setting forth the date or dates of issuance
of the notes, the proceeds of such notes, the interest rates, costs or gains with the Hedging

Facility, and all fees and expenses involved in such issuance.

15.  Exhibit 5 to this Application contains the financial exhibit required by 807 KAR
5:001, Section 11(2)(a), and described by 807 KAR 5:001, Section 6. It also contains information

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



16. A meeting of LG&E's Board of Directors to authorize the issuance of the notes,
and the transactions related thereto as discussed in this Application is scheduled for October 9,
2008, and a certified copy of the resolution will be filed as a supplement to this Application as

soon as it is available,

17.  Other requirements of the Commission's regulation regarding this Application,
807 KAR 5:001, Section 11, including (1Xb) regarding the amount and kind of notes, etc., and
(D(¢) regarding the use to be made of the proceeds, have been supplied in the discussion above

in Paragraphs 2 through 11 of this Application.

WHEREFORE, Louisville Gas and Electric Company respectfully requests that the
Commission enter its Order, if at all possible, by October 22, 2008, authorizing it to issue
securities and to execute, deliver and perform the obligations of LG&E under the intercompany
loan agreement and the notes, as set forth in this Application. LG&E further requests that the
Order of the Commission specifically include provisions stating:

1. LG&E is authorized to issue and deliver its unsecured notes in an aggregate

principal amount not to exceed $100,000,000 in the manner set forth in its Application.

2. LG&E is authorized to execute, deliver and perform the obligations of LG&E
under, inter alia the loan agreement with Fidelia Corporation, the notes, and such other
agreements and documents as set out in its Application, and to perform the transactions

contemplated by such agreements.



Respectfully submitted,

/%M%/%/é‘w
endrick R. Riggs

John Wade Hendricks

Stoll Keenon Ogden PLLC

2000 PNC Plaza

500 West Jefferson Street

Louisville, Kentucky 40202

(502) 333-6000

Allyson K. Sturgeon
Senior Corporate Attorney
E.ONUS.LLC

220 West Main Stireet
Louisville, KY 406202
(502) 627-2088

Counsel for Louisville Gas and Electric
Company



VERIFICATION

COMMONWEALTH OF KENTUCKY
COUNTY OF JEFFERSON

Daniel K. Arbough being first duly sworn, deposes and says that he is Treasurer
for Louisville Gas and Electric Company, that he has read the foregoing Application and
knows the contents thereof, and that the same is true of his own knowledge, except as to
matters which are therein stated on information or belief, angd that as to these mo#
believes them to be true. 4

DANIEL K. ARBOUGH ’

Subscribed and sworn before me this 304 day of JE}) Fembe , 2008.

My Commission Expires: QAA—%MZ. 3/{ 20

NOTARY-PUBLIC, STATE AT
LARGE






LOUISVILLE GAS AND ELECTRIC COMPANY
(807 KAR 5:001, Section 11, Item 1 (a))

A DESCRIPTION OF APPLICANT'S PROPERTY, INCLUDING A
STATEMENT OF THE NET ORIGINAL COST OF THE PROPERTY
AND THE COST THEREOF TO APPLICANT

August 31, 2008

The applicant’s generating, transmission and distribution systems described herein are calculated
annually. As of December 31, 2007, the applicant owned and operated thermal-electric
generating units with an aggregate station rating totaling 3,083 Mw. This total consisted of
2,418 Mw of steam generation capacity and 665 Mw of combustion turbine peaking units. The

applicant also owned a 50 Mw hydroelectric generating station, the operation of which is
affected by the water level and flow of the Ohio River.

The applicant's electric transmission system included substation capacity of approximately
11,900 MVA and approximately 894 miles of lines, and is interconnected with the systems of
neighboring utilities. The applicant’s electric distribution system included substation capacity of

approximately 4,940 MVA, approximately 3,927 miles of overhead lines and approximately
2,261 miles of underground conduit.

The applicant operated underground gas storage facilities with a current working gas capacity of
approximately 15.1 billion cubic feet used for seasonal and peak-day augmentation of winter
pipe line supply.

The applicant's gas transmission system included 256 miles of transmission mains, and the gas
distribution system includes 4,203 miles of distribution mains.

Other properties include an office building, service centers, warchouses, garages and other
structures and equipment, the use of which is common to both the electric and gas departments.

The net original cost of the property and cost thereof to the applicant at August 31, 2008, was:

Electric Gas Common Total
Original Cost $ 3,583,614,495 $ 633,307,267 $ 229,199,322 $ 4,446,121,084
Less Reserve for
Depreciation 1,624,755,566 215,836,973 88,826,136 1,929,418,675
Net Original Cost 1,958,858,929 417,470,294 140,373,186 2,516,702,409
Allocation of Common
To Electric and Gas 103,876,158 36,497,028 (140,373,186) 0

Total § 2,062,735,087 $§ 453,967,322 $ - $ 2,516,702,409







EXHIBIT 2

2009 CAPITAL BUDGET
(INCLUDES TC2)
(Generation 106,200,000
Transmission 11,600,000
Distribution - ' 97,000,000
Customer Services, Sales & Marketing 3,700,000
Information Technology 13,200,000
Other 3,700,000
TOTAL $235,400,000
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Louisville Gas & Electric Company
{as Borrower)

Fidelia Corporation
(as Lender)

LOAN AGREEMENT
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THIS AGREEMENT made on

Between

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

FIDELIA CORPORATION, a Delaware corporation, as lender (the
Lender).

Whereas

(A)  The Lender and the Borrower hereby enter into an agreement for the
provision by the Lender to the Borrower of a loan in the amount of
3 (the Loan Amount).

Now it is hereby agreed as follows:
1. Definitions

1.1 In this Agreement

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

Default Interest Rate means: the rate, as determined by the Lender,
applying to the principal element of an overdue amount under Clause 6.3,

calculated as the sum of the interest rate in effect immediately before the
due date of such amount, plus 1%;

Effective Date shall have the meaning given to it in Clause 2.1,

Final Repayment Date means

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

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

Loan Amount means $

L

Maturity Date means the Final Repayment Date;

1



Request means a request for the Loan Amount from the Borrower to the |
Lender under the terms of clause 3.1;

Termination Event means an event specified as such in Clause 7,
Value Date means the date upon which cleared funds are made available

to the Borrower by the Lender pursuant to a Request made in accordance
with Clause 3.1. Such date shall be a Business Day as defined herein.

2. Term Loan

2.1 This Agreement shall come into effect on , (the
"Effective Date").

2.2  The Lender grants to the Borrower upon the terms and conditions of
this Agreement a term loan in an amount of $

2.3 The new indebtedness shall be evidenced by a note in substantially
the form of Exhibit “A” attached hereto.

3. Availability of Requests

3.1 On the Effective Date, the Borrower will submit a request (the
“Request”) to the Lender for the Loan Amount, such Request
specifying the Value Date, the Maturity Date and the bank account
to which payment is to be made. The Request shall be submitted to

the Lender by the Borrower and delivered in accordance with Clause
9.3.

4, Interest
4.1  The rate of interest on the Loan Amount is %.

4.2 Interest shall accrue on the basis of a 360-day year consisting of
twelve 30 day months upon the Loan Amount.

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



Vi

7.2

Termination Events

The Borrower shall notify the Lender of any Event of Default (and

the steps, if any, being taken to remedy it) promptly upon becoming
aware of it.

The following shall constitute an Event of Default hereunder:

7.2.1 Default is made by the Borrower in the payment of any sum

due under this Agreement and such default continues for a
period of 10 Business Days;

7.2.2 Bankruptcy proceedings are initiated against the Borrower;

7.2.3 The Borrower leaves the E.ON Group (i.e. the companies
consolidated in E.ON AG’s balance sheet),

If a Termination Event occurs under Clause (7.2.2) of this section, the

Loan Amount outstanding together with interest will become due and
payable immediately.

If a Termination Event occurs according to Clauses (7.2.1) or (7.2.3) of this
Section, Lender shall at its discretion grant Borrower a reasonable grace
period unless such grace period shall be detrimental to the Lender. If the
Termination Event is uncured at the expiration of such period, the Loan

Amount outstanding together with interest will become due and payabie
immediately.

8.

8.1

Operational Breakdown

The Borrower is not liable for any damages incurred by the Lender
and the Lender is not fiable for any damages incurred by the
Borrower caused by Acts of God or other circumstances incurred by
one party for which the other party cannot be held responsible (i.e.

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



13. Law

13.1 This Agreement shall be governed by and construed for all purposes
in accordance with the laws of Delaware.

IN WITNESS whereof the parties have executed this Agreement the day and
year first above written.

SIGNED by )
for and on behalf of )
Louisville Gas & Electric Company)
SIGNED by
for and on behalf of )
Fidelia Corporation )



e en

EXHIBIT "A"

PROMISSORY NOTE

Us. § Louisville, KY,

Louisville Gas & Electric Company ("LG&E"), for value received, hereby
promises to pay to the order of Fidelia Corporation ("Fidelia") in lawful money of
the United States of America (in freely transferable U.S. dollars and in same day
funds), in accordance with the method of payment specified in that certain LG&E
Loan Agreement dated as of . , between LG&E and Fidelia
("the Agreement"), the principal sum of $ , which amount shali
be payable at such times as provided in the Agreement.

ILLG&E promises also to pay interest on the unpaid principal amount hereof
in like money and in like manner at the rates which shall be determined in
accordance with the provisions of the Agreement, said inlerest io be payable at
the time provided for in the Agreement. This Note is referred to in the Agreement
and is entitled to the benefits thereof and the security contempiated thereby.
This Note evidences a loan made by Fidelia, during such time as such loan is
being maintained. This Note is subject to prepayment as specified in the
Agreement. In case LG&E defaults on the loan, the principal and accrued
interest on this Note may be declared to be due and payable in the manner and
with the effect provided in the Agreement.

I.G&E hereby waives presentment, demand, protest or notice of any kind in
connection with this Note.

This Note shall be governed and construed and interpreted in accordance
with the laws of the State of Delaware

Louisville Gas & Electric Company

By:
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(2)

3)
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Page 1 of 7
LOUISVILLE GAS AND ELECTRIC COMPANY

FINANCIAL EXHIBIT
(807 KAR 5:001 SEC. 6)

August 31, 2008
Amount and kinds of stock authorized.
75,000,000 shares of Common Stock, without par value.
Amount and kinds of stock issued and outstanding.

21,294,223 shares of Common Stock, without par value, recorded at
$425,170,424.

Terms of preference of preferred stock whether cumulative or participating, or on
dividends or assets or otherwise.

None

Brief description of each morigage on property of applicant, giving date of execution,
name of mortgagor, name of mortgagee, or trustee, amount of indebtedness authorized to
be secured thereby, and the amount of indebtedness actually secured, together with any
sinking fund provisions.

None



Page 2 of 7

(5)  Amount of bonds authorized, and amount issued, giving the name of the public utility
which issued the same, describing each class separately, and giving date of issue, face
value, rate of interest, date of maturity and how secured, together which amount of

interest paid thereon during the last fiscal year.

Unsecured

Louisville Gas and Electric Company

Interest
Principal Amount Expense
Rate of Outstanding at Year Ended
Date of Issue  Date of Maturity Interest Authorized  31-Aug-08 31-Aug-08
Pollution Control Bonds

05/19/00 05/01/27 Variable 25,000,000 25,000,000 * $858,038
08/09/00 08/01/30 Variable 83,335,000 83,335,000 3,213,521
09/11/01 09/01/27 Variable 10,104,000 10,104,000 368,284
03/06/02 09/01/26 Variable 22,500,600 22,500,000 659,966
03/06/02 09/01/26 Variable 27,500,000 27,500,000 806,625
03/22/02 11/01/27 Variable 35,000,000 35,000,000 1,042,344
03/22/02 11/01/27 Variable 35,000,000 35,000,000 1,039,755
10/23/02 10/01/32 Variable 41,665,000 41,665,000 1,666,451
11/20/03 10/01/33 Variable 128,000,000 128,000,000 * 5,203,353
04/13/05 02/01/35 Variable 40,000,000 40,000,000 * 984,767
04/26/07 06/01/33 Variable 31,000,600 31,000,000 * 890,542
04/26/07 06/01/33 Variable 35,200,000 35,200,000 * 1,011,757
04/26/07 06/01/33 4.60% 60,000,000 60,000,000 2,755,270
Interest Rate Swaps 3,825,916
$24,326,589

* LG&E issued notices to bondholders of its intention to convert these bonds from the
auction rate mode to a weekly interest rate mode, as permitted under the loan documents.
In connection with the conversions, LG&E purchased the bonds from the remarketing
agent. The bonds are expected to be remarketed to the public at a later time.



(6)

Q)

®
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Each note outstanding, giving date of issue, amount, date of maturity, rate of interest, in
whose favor, together with amount of interest paid thereon during the last fiscal year.

Interest
Expense
Date of Date of Rate of Year Ended

Payee Issue Maturity Interest Amount August 31, 2008
Fidelia Corp. 04/30/03 04/30/13 4.55% 100,000,000 $4,550,000
Fidelia Corp. 08/15/03 08/15/13 5.31% 100,000,000 5,310,000
Fidelia Corp. 01/15/04 01/16/12 4.33% 25,000,000 1,082,500
Fidelia Corp. 04/13/07 04/13/37 5.98% 70,000,000 4,186,000
Fidelia Corp. 04/13/07 04/13/31 5.93% 68,000,000 4,032,400
Fidelia Corp. 11/26/07 11/26/22 5.72% 47,000,000 2,053,639
Fidelia Corp. 07/25/08 07/25/18 6.21% 25,000,000 155,250
$21,369,789

Other indebtedness, giving same by classes and describing security, if any, with a brief
statement of the devolution or assumption of any portion of such indebtedness upon or by
person or corporation if the original liability has been transferred, together with amount
of interest paid thereon during the last fiscal year.

None, other than current and accrued liabilities.

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

Dividends on Common Stock, without par value

2003 -
2004 57,000,000
2005 39,000,600
2006 95,000,000
2007 65,000,000

VAS of May 1998, the 21,294,223 shares are all owned by E.ON U.S. LLC (formerly

LG&E Energy L1C) and all dividends declared by LG&E’s Board of Directors are paid
to EEON U.S. LLC.

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

For each of the quarters in the previous five fiscal years, the Company declared and paid
dividends of $.3125 per share on the 860,287 shares of 5% Cumulative Preferred Stock,
$25 par value, outstanding for a total of $268,841 each quarter. The annual amount of
dividends for each fiscal year 2003 - 2006 was $1,075,365. All shares were redeemed on

April 16, 2007. The amount of dividends declared and paid through April 16, 2007 was
$316,636.

Dividends on $5.875 Cumulative Preferred Stock, without par value

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

Annual dividends and interest on preferred stock, without par value for the previous five
fiscal years were:

2003 1,432,034
2004 1,358,594
2005 1,285,156
2006 1,211,719
2007 345,972

Dividends on Auction Rate Cumulative Preferred Stock, without par value

Month Declared Payment Date Rate Per Share Amount
March 2003 4/15/2003 0.60000 $300,000
June 2003 7/15/2003 0.53750 268,750
September 2003 10/15/2003 0.34750 173,750
December 2003 1/13/2004 0.33000 165,000
$907,500

March 2004 4/15/2004 0.37500 $187,500
June 2004 7/15/2004 0.43750 218,750
September 2004 10/15/2004 0.48750 243,750
December 2004 1/18/2005 0.62500 312,500
$962,500

March 2005 4/15/2003 0.75000 $375,000
June 2003 /1572005 0.97500 487,500
September 2005 10/17/2005 0.97500 487,500
December 2005 1/17/2006 1.10000 550,000
$1,500,0600

March 2006 4/15/2006 1.20000 $600,000
June 2006 7/15/2006 1.33750 668,750
September 2006 10/15/2006 1.44750 723,750
December 2006 1/15/2007 1.27500 637,500
2,630,000

March 2007 4/13/2007 1.25000 $625,000

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

(9) Detailed Income Statement, Balance Sheet and Statement of Retained Earnings

Monthly Financial and Operating Reports are filed each month with the Kentucky Public
Service Commission. Our most recent mailing covered financial statements for periods
through August 31, 2008. Attached are detailed Statements of Income, Balance Sheets
and Retained Earnings for the Company for the period ending August 31, 2008.



Assels and Other Debits

Utitity Plant
Utility Plant at Originat Cost... .
Less Reserves for Deprecnatlon and Amertlzahon .........

TR e et et et e

investiments
Ohic Valiey Electric Corporation......
Nonutiity Property-L.ess Reserve,
Special Funds...
Other..e

TOBL . sttt aaane c san e moaane s e am sn e e

Current and Accrued Assels

Special Deposits...
Temporary Cash investmenis. .
Accounts Receivable-Less Reserve .-
Notes Recsivable from Associated Compames

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

Materials and Supplies-At Average Cost
Fuel..
Plant Mater!als aﬁd Operatmg Supphes
Stores Expense.... e
Gas Stored Underground
Allowance inventory...
Prepayments............
Miscellanecus Current ané Accrued Asseis ..............

Deferred Debits and Qther
Unamortized Debt Expense...
Unamortized Loss on Bonds..
Accumulated Deferred Income Taxes..................
Deferred Regulatory Assets...
Other Deferred Debits

Tt e e e e

Total Assets and Other Debits...

Louisville Gas and Electric Company
Batance Sheet as of August 31, 2008

4,446,121,083.08
1.928,418,674.92

2.516,702,409.08

594,286.00
11,879.20
12,109,974.1%
14.921,226.00

27,637,365.39

2,590,363.27
8,077.993.70
36,593.98
162,461,082.41

256,879.10

35,351,065.19
27,582,882.70
4.478,210.53
104,652,644.36
9,600.23
4,288,489.56
186,853.13

360,073,848 16

4,074,364.51
24,063,859.42
50,467,203.36
150,663,715.64
48,952 587.35

278,221,820.38

3.172,835442.99

Liabilities and Gther Credits

Capitaiization

Common Stock.......cornn
Common Stock EXPense.......oooeen e
Paid-in Capital..
Other Comprehensive income..
Retained £amings...........cevew.

Total Common Equity.......cco e

Pollution Control Bonds - Net of Reacquired Bonds, .. ...
LT Notes Payable to Associated Companies... ... ...

Totai Long-term Debl....... ...

Total Capitalzation. ..o e ee e ens

Current and Accrued Liabilities

Long-term Debt Due in § Year.....oooovioee i oo
BT Netes Payabile to Associated Companies................

Notes Payable to Associated Companies..
Notes Payable
Accounis Payable...
Accounts Payable io Asseciated Compames
Customer Deposits...
Taxes Accrued..
interest Accrued.. .

Dividends Declared..

ST Cbligations Under Capital Leases

Misceffaneous Curent and Accrued i.;abﬁmes..

L= SO OO P T S PORSR TSP TPPTN

Deferred Credits and Qther

LT Obligations Under Capital Leases..
Accumulated Deferred Income Taxes..
Investment Tax Credi..
Regulatory Liabilities....
Customer Advances for Constrection...............c..oco.
Asset Retirement Obligations... ................... ...
Other Deferred Credits.... e
Misceflanecus iong-term Llabzlmes

Accum Provision for Posiretiremnent Benefils................

TOtAL e

Total Liakilities and Cther Credits.

425,170,424.09
(835,888.64)
60,000,000.00
(12,313,422.17)
713,708,471.87

1.185,818,585.15

315,104,000.00
435,00C,000.00

750,104,000.00

1,935,923,685.15

350,767,200.00
97,642,754.97
18,677,365.91
21,095,053.00
20,027,253.05
7,706,607.95

159,724.63
12,538,144.93

528.544,104.44

403,726,012.44
47,065,981.88
54,308,546.74
16,691,756.87
30,586,482.72
31,192,562.03
31,315,479.47
$3,281,930.35

708,167,753.40

3,172,635,442.98

L 30 § ebeg
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Louisville Gas and Electric Company

Statement of Income
August 31, 2008
Year Ended
31-Aug-08
Electric Operating REVENUES.......oovviiire e oo 953,936,881.00
Gas Operating Revenues...........c..co.c.e... et ety 408,107,235.19
Total Operating REVENUBS........ccooiei it eotiiern e 1,362,044,116.19
Fue) for Eettric Generafion ..o e 324,665,497.04
POWEE PUTGRASEG. ...vrerrvererieeeseeeieress vmseeeseeeessrminsesan et sbeen s 90.469,030.64
Gas SUPPlY EXPRISES. vt v oot s eninecee e e 305,422,658.74
Other Operation EXPENSES. .cccovrerrerivriirieeseermmreresrmersrenreas 190,992,858.73
AAINEENMRNCE 1ot e oo reesr et st vt e e e e e e srvrsre s rae rabsbseee 98,301,115.17
DOPTECIATION. v evev it e e et e e s 120,838,175.91
Amorization EXDPENSE. ... vttt e 5,703,526.75
Reguiatory Cradits.. .o vever e mae e aeeeae e (2,017,276.49)
Taxes
Federal INCOME. ... iie e eeirseeisirestessene s s eevrennrbnen oo 32,620,236.04
SHate INCOME. it e er e r e e 6,801,542.25
Deferred Federal Income - Ned.........ooeviemniinennnnees 7,505,215.76
Deferred State INcome - Neb....ivviiiee e 788,590.38
Property and Q... oo e e e 22.380,449.96
Investmeant Tax Credite, . eeeee i srseeeesrsreesisvaianeenan 6,375,000.00
Amortization of investment Tax Credif...............coo e, {3,912,322.54)
1085 (Gain) from Disposition 0f AllOWENCES ... vvrereen. (456,254.88)
ACOTEtioN EXPENSE . eriie e er e ites s sercie e 1,840,499.12
Totat Operating EXpensss........cocv i s siinmarmnonon 1,208,318,542.98
Net Operating INCOME.,..viee e ere e e 153,725,573.21
Other Income Less Deductions.........vveoieen oo (5,545,849.64)
Income Before Interest CRAIGES.......oooveereecoicorveiriiiinns 148,179,723.57
Interest on Long-tertm Dabl....vioi e rev e 45,831,284.08
Amortization of Debt Expense - Net.........c..ooi e v 1,450,537.22
Other [1Herest EXPENSES...covveeeer e e e e eivierevenee st e e 5,843,877.79
Total INterest CRARTES....ioovv oo s e vr e insesenea e eaeas 53,125,699.09
Nt ICOME. ... v r s e e e een 95,054,024 48
Preferred Dividend Requirements........oov e -

Earnings Availabie for COMITON......v..cvrieeeeeeeen e 95,0534,024.48
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Louisville Gas and Electric Company
Analysis of Retained Earnings

August 31, 2008
Year Ended Current Month

Balance at Beginning of Period......................cooon, 658,800,443.39
Add: ‘ '

Net Income for Period.....oooviiiiiiiiii i 95,054,024.48

FIN 48 Adustment...........ooovii i e v (55,996.00)

Common Dividends

Common Stock Without Par Value.................... 40,000,000.00

Balance at End of Period..........cooooviiiiiin e e 713,798,471.87
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