 Duke 139 East Fourth Streat, R. 25 At I
Energy- P.0. Box 960

Cincinnati, Ohio 45201-0960
Tel: 5134191837
Fax: 513-419-1846 :
disnne.kuhneli@duke-energy.com

Dianne B. Kuhnell.

VIA OVERNIGHT DELIVERY ' Senior Paraiegal

December 5, 2008 RECEIVED
Ms. Stgphan?e Stumbo DEC ¢ g 2008
Executive Director

Kentucky Public Service Commission PUBLIC SERVICE
211 Sower Boulevard COMMISSION

Frankfort, Kentucky 40602-0615

Re:  Application of Duke Energy Kentucky, Inc. for an Order Authorizing the Issuance
of Unsecured Dept and Long-Term Notes, Execution and Delivery of Long-Term

Loan Agreement, and Use of Interest Rate Management Instruments
Case No. 2008- 00 904

and

Application of Duke Energy Kentucky, Inc. for an Order to Enter into up to
$25,000,000 Principal Amount of Capital Lease Obligations
Case No. 2008-

Dear Ms. Stumbo:

Enclosed please find an original and twelve copies of the above-referenced
Applications.

Please assign a separate case number for each enclosed Application and file-
stamp and return the two extra copies of each in the enclosed over-night envelope.

If you have any questions regarding this filing, please call me at (513) 419-1837.
Sincerely,

,LW

Dianne Kuhneli
Senior Paralegal

cc: Hon. Dennis E. Howard 11 (via overnight w/encl.)

www.duke-energy.com


http://wvwduke-energy.com

RECEIVED

COMMONWEALTH OF KENTUCKY DEC ¢ g 2008

PUBLIC BSERVICE
BEFORE THE PUBLIC SERVICE COMMISSION COMMISSION

In the Matter of the Application of Duke Energy
Kentucky, Inc. for an Order Authorizing the
Issuance of Unsecured Debt and Long-Term
Notes, Execution. and Delivery of Long-Term
Loan Agreements, and Use of Interest Rate
Management Instruments.

Case No. 2008- ]r ){35 D%

APPLICATION

Pursuant to KRS 278.300 and 807 KAR 5:001 Sections 8 and 11, Duke Energy
Kentucky, Inc. (“Duke Energy Kentucky”) respectfully requests that the Commission
authorize Duke Energy Kentucky to issue securities, assume obligations and enter into all
necessary agreements relating thereto, to issue and sell up to $100 million principal
amount, consisting of long-term debt that Duke Energy Kentucky may elect to issue
pursuant to: (1) the Indenture between The Union Light, Heat and Power Company (n/k/a
Duke Energy Kentucky) and Deutsche Bank Trust Company dated as of December 1,
2004, or any amendments thereto (“the Deutsche Bank Indenture™); (2) the Indenture
between The Union Light, Heat and Power Company (/k/a Duke Energy Kentucky) and
The Fifth Third Bank (succeeded by The Bank of New York) dated July 1, 1995, or any
amendments thereto (“the BONY Indenture™); or (3) other long-term debt, including

conversion of short-term borrowings into long-term debt.
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Duke Energy Kentucky also requests ability to borrow from Boone County
Kentucky, or another authorized issuer of tax exempt bonds in the State of Kentucky
(“Authority™), for a term not to exceed forty (40) years, the proceeds of up to a maximum
of $76.72 million aggregate principal amount of Authority tax exempt revenue bonds that
may be issued in one or more series (“Authority Bonds™).! Duke Energy Kentucky
proposes to enter into one or more loan agreements (“Loan Agreements™) with the
Authority to evidence and secure its obligations to repay such loan or loans. Duke
Energy Kentucky will use the proceeds from any such loans to refinance existing tax-
exempt Authority Bonds. The proceeds from the issuance of the securities will be used to
refund existing obligations on currently outstanding tax exempt bonds, in particular, the
$76,720,000 County of Boone, Kentucky Pollution Control Revenue Refunding Bonds
(“Duke Energy Kentucky, Inc. Project”), due August 1, 2027, which were issued in two
series on June 26, 2006 (the “Boone County Bonds™). Duke Energy Kentucky requests
such authority through the period ending December 31, 2010, unless amended by

Commission Order.
In support of this Application, Duke Energy Kentucky states as follows:

1. Address: Duke Energy Kentucky is a Kentucky corporation with its
principal place of business at 1697A Monmouth Street, Newport Shopping Center,
Newport, Kentucky 41071. Duke Energy Kentucky’s principal executive office is 139

East Fourth Street, Cincinnati, Ohio 45202.

! In the Matter of: The Application of Duke Energy Kentucky, Inc., for an Order Amending its Financing
Authority to Authorize Loan Agreements, The Issuance of Unsecured Debt and Long-Term Notes,
Execution and Delivery of Long-Term Loan Agreements, and Use of Interest Rate Management
Instruments, Case No. 2008-00118, (Order)}April 29, 2008).
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2. Articles of Incorporation: Pursuant to 807 KAR 5:001, Section 8(3),
Duke Energy Kentucky states that a certified copy of its Articles of Incorporation, as
amended, on file with this Commission in Case No. 2006-563 and is hereby incorporated
by reference.

3. Statement of Business: Duke Energy Kentucky is a utility as defined in
KRS 278.010(3)(a) and (b), engaged in providing retail gas and electric service to its
customers in Northern Kentucky in various municipalities and unincorporated areas of
Kenton, Campbell, Boone, Gallatin, Grant, and Pendleton Counties. Duke Energy
Kentucky is thus subject to the Commission’s jurisdiction.

4. 807 KAR 5:001 Section 11 (1)a). As of September 30, 2008, the
original cost of Duke Energy Kentucky’s property was $1,535,987,000. The Company’s
principal properties consist of electric generating plants, and gas and electric distribution
facilities.

3. 807 KAR 5:001 Section 11(1)(b). Duke Energy Kentucky proposes, with
the necessary consent and authority of this Commission, to issue and sell, from time to
time over a period ending December 31, 2010, up to $100 million principal amount of
secured indebtedness (“Bonds™) or unsecured indebtedness (“Debentures”), or any
combination thereof. Duke Energy Kentucky also requests permission to convert to long-
term debt: (a) borrowings under the Company’s revolving credit facility; and (b) loans
under the Utility Money Pool Agreement approved by the Commission in Case No. 2005-
00228. The foregoing types of debt are referred to collectively as the “Securities.” Duke
Energy Kentucky also requests permission to borrow from time to time over a period

ending December 31, 2010, up to $76.72 million principal amount of proceeds of tax-
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exempt Authority Bonds issued for a term not to exceed forty (40) years. Duke Energy
Kentucky proposes to enter into one or more Loan Agreements with the Authority to
evidence and secure its obligations to repay such loan or loans. Duke Energy Kentucky
will use the proceeds from any such loans to refinance existing tax-exempt financings.

Method of Issuance. Duke Energy Kentucky proposes to either: (a) sell the

Securities to one or more purchasers or underwriters through negotiated offerings; (b) sell
the Securities through a competitive bidding process; (¢} convert to long-term debt and
hold amounts borrowed under the revolving credit facility or Utility Money Pool
Agreement. If the Securities are sold through a negotiated offering, the terms of each
offering of the Securities will be negotiated by Duke Energy Kentucky either with one or
more underwriters/managing underwriters, with one or more purchasers, for direct sale or
for sale through agents. If .the Securities are sold through competitive bidding, the
Securities will be sold to the bidder(s) whose proposal results in the lowest annual cost of
money, with Duke Energy Kentucky having the right to reject any or all bids. The
bidders will be required to specify the coupon rate and the price, exclusive of accrued
interest, 10 be paid for the Securities. After approval of the terms for each offering by
Duke Energy Kentucky’s Board of Directors, or by persons authorized by Duke Energy
Kentucky’s Board of Directors, it is anticipated that an agreement and other transaction
documents setting forth the terms of the Securities would be concluded.

The Authority Bonds will be issued pursuant to one or more Indentures of Trust
(“Indentures™) to be entered into between the Authority and the trustee to be determined,

which Indentures establish the terms of each series of the Authority Bonds. The
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Authority Bonds will be special obligations payable solely out of revenues derived from
the payments by Duke Energy Kentucky under the Loan Agreements.

Pricing Parameters. Duke Energy Kentucky has developed parameters under

which the Securities and Authority Bonds are to be sold. The parameters, as set forth in
Exhibit A, are designed to provide a reasonable allowance for potential changes in
financial market conditions between the time of Commission authorization and the actual
sale of the Securities. The inclusion of the parameters within the Order would allow
Duke Energy Kentucky to sell the Securities or Authority Bonds at any time when it
believes it is prudent to do so, provided the terms are within the parameters. Exhibit B is
a representative form of senior note.

Duke Energy Kentucky proposes that the Commission issue its order authorizing
Duke Energy Kentucky to execute and deliver the Loan Agreements prior to the time
Duke Energy Kentucky and the underwriters reach agreement with respect to the terms of
the Authority Bonds.

It is anticipated the underwriters would offer the Authority Bonds to purchasers
pursuant to one or more Official Statements. The proposed sale of the Authority Bonds
will be exempt from registration under the Securities Act of 1933, as amended.

Security and Other Agreements. The Bonds will be issued under and secured by
the Deutsche Bank Indenture, the BONY Indenture, or a new indenture or mortgage
agreement with a trustee to be determined. If the Debentures are issued, they will be
issued under the Deutsche Bank Indenture, the BONY Indenture, and to be supplemented

by one or more supplemental indentures, or a new indenture with a trustee to be

determined.
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Duke Energy Kentucky’s obligations under the Loan Agreements will be to
provide the Authority with sufficient revenues to enable it to pay the principal of,
premium, if any, and interest on, the Authority Bonds as and when any and all payments
are due, Duke Energy Kentucky may enter into letter of credit agreements to secure
Duke Energy Kentucky’s obligations under the Loan Agreements. Alternatively, such
Loan Agreement obligations may be unsecured.

Duke Energy Kentucky would consider arranging an irrevocable letter of credit
which would support future payments of interest and principal on the Authority’s Bonds,
if needed. Duke Energy Kentucky would use such credit enhancements if the projected
interest savings from having such credit enhancements would exceed the cost of the
credit enhancement. Fach Loan Agreement will stand alone, allowing Duke Energy
Kentucky the option of providing or not providing security, letters of credit or other
credit enhancements under each Loan Agreement.

Accounting, Duke Energy Kentucky proposes to either credit premiums or charge
discounts, if any, and to charge the expenses to be incurred in connection with each issue
to the proper deferred accounts and amortize such amounts over the respective lives of
the Securities or Authority Bonds respectively, in equal annual amounts to current
income.

Request for Commission Approval. Duke Energy Kentucky requests that the

Commission issue its order authorizing the issuance and sale of the Securities,
authorizing the borrowing of proceeds of the issuance and sale of the Authority Bonds,
and the described Loan Agreements as requested herein. The Commission’s

authorization would not relieve Duke Energy Kentucky of its responsibility to negotiate
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and obtain the best terms available for the structure selected and, therefore, it is
appropriate and reasonable for this Commission to authorize Duke Energy Kentucky to

agree to such terms and prices consistent with these pricing parameters.

Use of Interest Rate Management Technigues. Duke Energy Kentucky requests
that the Commission grant Duke Energy Kentucky authority to continue to utilize interest
rate management techniques and enter into interest rate management agreements to
manage its overall effective interest cost. Such authority will allow Duke Energy
Kentucky sufficient alternatives and flexibility when striving to better manage its interest
cost. Such authority was previously granted in Case Nos. 2001-00439, 2004-00435,
2006-563 and 2008-118.

Description of the Interest Rate Management Agreements. The interest rate

management agreements will facilitate products commonly used in today’s capital
markets, consisting of interest rate swaps, caps, collars, floors, options, or hedging
products such as forwards or futures, or similar products, the purpose of which being to
manage interest costs. Duke Energy Kentucky expects to enter into these agreements
with counterparties that are highly rated financial institutions. The transactions will be
for a fixed period and a stated principal amount, and may be for underlying fixed or
variable obligations of Duke Energy Kentucky.

Pricing Parameters. Duke Energy Kentucky proposes that the pricing parameters

for interest rate management agreements be governed by the parameters corresponding to
the underlying obligation in effect at its original issuance as specified in the Order

authorizing such obligation by this Commission, if applicable.
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Net fees and commissions in connection with any interest rate management
agreement will be in addition to the above parameters and will not exceed 10% of the
amount of the underlying obligation involved.

Accounting. Duke Energy Kentucky proposes to account for these transactions in
accordance with generally accepted accounting principles.

Request for Commission Approval. Since market opportunities for these interest
rate management alternatives are transitory, Duke Energy Kentucky must be able to
execute interest rate management transactions when the opportunity arises to obtain the
most competitive pricing. Thus, Duke Energy Kentucky seeks approval to enter into any
or all of the described transactions within the parameters discussed above prior to the
time Duke Energy Kentucky reaches agreement with respect to the terms of such
transactions.

The authorization of the interest rate management agreements consistent with the
parameters does not relieve Duke Energy Kentucky of its responsibility to obtain the best
terms available for the product selected and, therefore, it is appropriate and reasonable for
this Commission to authorize Duke Energy Kentucky to agree to such terms and prices
consistent with said pricing parameters.

Conversion of Short-Term Debt Borrowed Under Revolving Credit Agreement.

Duke Energy Kentucky is a borrower under a revolving credit agreement for the
purpose of short-term borrowing. A copy of the revolving credit agreement was filed as
an exhibit to the Duke Energy Corporation Form 8-K filed July 5, 2007 and an
amendment thereto was filed as an exhibit to Duke Energy Corporation Form 8-K filed

March 12, 2008.
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Approval of this revolving credit agreement by the Kentucky Public Service
Commission was not required with respect to borrowings of less than two years. Duke
Energy Kentucky has not borrowed any funds under the revolving credit facility for a
period longer than two years.

Request for Commission Approval. Duke Energy Kentucky requests approval to
convert borrowings under the revolving credit facility to long-term debt, if Duke Energy
Kentucky deems it prudent to do so. Duke Energy Kentucky does not have any
immediate plans to convert such borrowings to long-term debt, but Duke Energy
Kentucky seeks advance approval to do so, in order to manage its financings in the most
efficient manner. The authorization to make such conversions does not relieve Duke
Energy Kentucky of its responsibility to obtain the best terms available for such
borrowings because Duke Energy Kentucky may be required to demonstrate that the
interest rates and transaction costs for such borrowings are reasonable in comparison to
other available sources of long-term debt financing; therefore, it is appropriate and
reasonable for this Commission to authorize Duke Energy Kentucky to enter into such
transactions.

Conversion of Short-Term Loans Under Utility Money Pool Agreement.

Duke Energy Kentucky entered into a Utility Money Pool Agreement, for the
purpose of making its funds available for short-term borrowing with its affiliated
operating companies, and for borrowing funds from such affiliates. The Commission
approved the Utility Money Pool Agreement in Case No. 2005-00228. The agreement

only allows for short-term borrowings.
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Request for Commission Approval. Duke Energy Kentucky requests approval to

convert borrowings under the Utility Money Pool Agreement to long-term debt, if Duke
Energy Kentucky deems it prudent to do so. Duke Energy Kentucky does not have any
immediate plans to convert such borrowings to long-term debt, but Duke Energy
Kentucky seeks advance approval to do so, in order to manage its financings in the most
efficient manner. The authorization to make such conversions does not relieve Duke
Energy Kentucky of its responsibility to obtain the best terms available for such
borrowings because Duke Energy Kentucky may be required to demonstrate that the
interest rates and transaction costs for such borrowings are reasonable in comparison to
other available sources of long-term debt financing; therefore, it is appropriate and
reasonable for this Commission to authorize Duke Energy Kentucky to enter into such
transactions.

6. 807 KAR 5:001 Section 11(1)(c). The Company seeks up to $100 million
principal amount of financing authority through December 31, 2010. The proceeds from
the issuance of the Securities are expected to be used: (a) to repay Duke Energy
Kentucky’s short-term or expiring long-term indebtedness; (b) to redeem early long-term
debt of Duke Energy Kentucky, if market conditions are favorable; (c) to fund estimated
future capital expenditures related to its gas delivery and electric generation, transmission
and distribution businesses of approﬁimateiy $80 million in 2009 and $99 million in
2010; (d) for such additional expenditures as contemplated by KRS 278.300; or (e) for
other lawful corporate purposes.

The Company presently projects that it will need to issue $20 million in long-term

debt in 2009 to replace an existing issuance of long-term debt that will mature in 2009,
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The Company also projects that it will need to issue $35 million in long-term debt in
2009 and $40 million in long-term debt in 2010 in order to repay short-term debt and to
pay for planned capital expenditures, in the normal course of the Company’s business.
Exhibit C sets forth the Company’s projected capital expenditures during this period.

The financing authority requested herein is consistent with the proper
performance by Duke Energy Kentucky of its services to the public, will not impair its
ability to perform those services, and is reasonably necessary and appropriate for such
purposes. As described above, the proceeds from the issuance of the Authority Bonds
will be used to refund the Boone County Bonds.

Duke Energy Kentucky does not have any plans to acquire any specific property
with the long-term debt financing authority that the Company seeks in this application. If
the Commission grants Duke Energy Kentucky the financing authority it seeks, and if
Duke Energy Kentucky later decides to acquire property and finance it by using such
financing authority, Duke Energy Kentucky commits that it will provide the Commission
with the details of such transaction.

7. 807 KAR 5:001 Section 11 (1) (d). See Exhibit C concerning estimated
capital expenditures, attached hereto, and made a part héreof. Duke Energy Kentucky
does not have any plans to acquire any specific property with the long-term debt
financing authority that the Company seeks in this application. If the Commission grants
Duke Energy Kentucky the financing authority it seeks, and if Duke Energy Kentucky
later decides to acquire property and finance it by using such financing authority, Duke
Energy Kentucky commits that it will provide the Commission with the details of such

transaction.
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8. 807 KAR 5:001 Section 11(1)(e). Duke Energy Kentucky proposes to
enter into one or more Loan Agreements with the Authority to evidence and secure its
obligations to repay such loan or loans. Duke Energy Kentucky will use the proceeds
from any such loans to refinance existing tax-exempt Authority Bonds. The Boone
County Bonds were issued for their principal amount, $76,720,000. The proceeds of the
sale of the Boone County Bonds were used to refund previously outstanding securities, as
further described on page 1 of the Official Statement attached hereto as Exhibit D. Such
description also provides the requested information with respect to the previously
refunded bonds for which the Boone County Bond proceeds were used. The Boone
County Bonds were issued as auction rate securities, and therefore bear a rate of interest
determined by the Auction Procedures described in Schedule C to the Official Statement.

The Company does not have any other present plans to discharge or refund any
specific long-term indebtedness or notes.

9. 807 KAR 5:001 Section 6 and Section 11(2){(f). In Case No. 2006-00563,
the Commission approved the issuance and sale of up to $100 million principal amount of
Securities for general business purposes, for a period ending December 31, 2008. In
2006, Duke Energy Kentucky issued the Boone County Bonds as insured auction-rate
securities. However, due to difficulties in the auction market and the recent downgrade of
the bond insurer, XL Capital Assurance, the interest rates on the auction-rate bonds have
increased significantly. Duke Energy Kentucky believes that it is prudent financial

management to refund the bonds into tax-exempt securities of a different structure.
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Duke Energy Kentucky has not issued any new Securities under such existing

authority. The Company seeks a renewal of the $100 million principal amount approved

in Case No. 2006-00563.

10.

807 KAR 5:001 Section 6 and Section 11(2)(a). Duke Energy Kentucky

is filing the following information in Exhibit E, which is incorporated herein and made a

part of this application:

Exhibit E Description
Page

1-2

2

2-3

3

3-7

§

Financial Exhibit

307 KAR 5:001
Section Reference

6and 11 (2) (a)

Amount and kinds of stock authorized 6 (1)

Amount and kinds of stock issued and 6 (2)
outstanding

Terms of preference or preferred stock 6(3)

Brief description of each mortgage on property 6 (4)
of Duke Energy Kentucky

Amount of bonds authorized and issued and 6 (5)

related information

Notes outstanding and related information 6 (6)
Other indebtedness and related information 6(7)
Dividend information 6 (8)
Detailed Income Statement and Balance Sheet 6(9)

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

The requested deeds of trust or

mortgage documents indicated are provided with this application at Exhibit F:

Indenture between The Union Light, Heat and Power Company and Deutsche Bank Trust
Company Americas, Trustee dated as of December 1, 2004,
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First Supplemental Indenture between The Union Light, Heat and Power Company and
Deutsche Bank Trust Company Americas, Trustee dated as of March 7, 2006.

Indenture between The Union Light, Heat and Power Company (n/k/a Duke Energy
Kentucky) and The Fifth Third Bank (succeeded by The Bank of New York) dated July
1, 1995, and the two active amendments thereto.

12, 807 KAR 5:001 Section 11(2)(¢). Duke Energy Kentucky does not have
any plans to acquire any specific property with the long-term debt financing authority
that the Company seeks in this application. If the Commission grants Duke Energy
Kentucky the financing authority it seeks, and if Duke Energy Kentucky later decides to
acquire property and finance it by using such financing authority, Duke Energy Kentucky
commits that it will provide the Commission with the details of such trangaction.

WHEREFORE, Duke Energy Kentucky respectfully requests that the
Commission issue an order authorizing Duke Energy Kentucky to issue and sell up to
$100 million principal amount of its Bonds or Debentures, or any combination thereof; to
utilize Interest Rate Management Techniques; to convert short-term borrowings under the
revolving credit agreement and Utility Money Pool Agreement, which shall be counted
toward such principal amount; to include the ability to borrow the proceeds of tax exempt
bonds from the Authority; to enter into one or more Loan Agreements with the Authority

to evidence and secure its obligations to repay such loan or loans; and authorizing Duke

Energy Kentucky to account for such transactions in the manner as herein set forth.

DUKE ENERGY KENTUCKY, INC.

By: ' %ﬂk JA’M{

Stephen G. De May"”
Vice President and Trépsurer
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Its Attorney:

occo 1) Ascenzo

Senior Counsel

Amy B. Spiller

Associate General Counsel

Duke Energy Kentucky, Inc.

139 East Fourth Street

P.O. Box 960

Cincinnati, Ohio 45201-0960

Phone: (513)419-1852

Fax: {513)419-1846

Email: rocco.d’asecenzo@duke-energy.com
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VERIFICATION

State of North Carolina )
} S8
County of Mecklenburg )
Stephen G. De May, being first duly sworn, states that he is Vice President and
Treasurer of Duke Energy Kentucky, Inc.; that he has read the foregoing application; and
that the contents are true to the best of his knowledge, information and belief.

Ihd oy

A
StephenG. De May

Subscribed and sworn to before me, this ﬂ&)c‘z day of Wm@’f 2008.

Ep Ll Sove Lotfnee
Notary Public

My Covxnission Expl e
(&7 | 2008
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Principal
Amount:

Maturity:

Purpose:

Lead
Underwriters:

Underwriting
Commissions or
Agents’ Fees:
Price to Public:

Interest Rate:

Security:

197089

Duke Energy Kentucky
Exhibit A
Page 1 of ]

Duke Energy Kentucky, Inc.

Summary of Bonds/Debentures Pricing Parameters

Up to $100 million of first mortgage bonds (the “Bonds™) or
unsecured indebtedness (the “Debentures™), or any combination
thereof, in one or more series, including up to $76,720,000 of
Authority’s Pollution Control Revenue Refunding Bonds
(* Authority’s Bonds™) in one or more series.

Up to 40 years for the Bonds and the Debentures.

To refund outstanding obligations, for construction expenditures,
or for other general purposes. Also, to refinance existing tax-
exempt Authority Bonds; $50,000,000 County of Boone,
Kentucky, Pollution Control Revenue Refunding Bonds Series
2006A, and $26,720,000 County of Boone, Kentucky, Pollution
Control Revenue Refunding Bonds Series 2006B.

To be named.

Not to exceed 3.50% of the principal amount.

No higher than 102% nor less than 98% of the principal amount,
plus accrued interest, if any.

Not to exceed those generally obtainable at the time of pricing or
repricing of such Bonds and Debentures for securities having the
same or reasonably similar maturities and having reasonably
similar terms, conditions and features issued by utility companies
or utility holding companies of the same or reasonably comparable
credit quality.

The Authority’s Bonds may include credit enhancements such as
letters of credit or other security.



Duke Energy Kentucky
Exhibit B
Page 1 of 2
Duke Energy Kentucky, Inc.

No. $

CUSIP NO.

Duke Energy Kentucky, Inc., a corporation duly organized and existing under the laws of the
Commonwealth of Kentucky (herein called the "Company”, which term includes any successor Person under
the Indenture hereinafter referred to), for value received, hereby promises to pay to

., OF registered assigns, the principal sum of .. Dollars on
OO UPOUNPRTON {if the Security is to bear interest prior to Maturity, insert:  , and to pay
interest thereon from ............. or from the most recent Interest Payment Date to which interest has been paid or
duly provided for, ....covnnins 137 B and ... in each year, commencing ......... , at the rate of ....% per

anmun, until the principal hereof is paid or made available for payment. The interest so payable, and punctually
paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the
Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business
on the Regular Record Date for such interest, which shall be the ....... O ..o {whether or not a Business Day),
as the case may be, next preceding such Interest Payment Date. Any such inferest not so punctually paid or duly
provided for will forthwith cease to be payable to the Holder on such Regnlar Record Date and may either be
paid to the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close
of business on a Special Record Date for the payment of such Defauited Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Securities of this series not less than 10 days prior to such Special
Record Date, or be paid at any time in any other lawful manner not Inconsistent with the requirements of any
securities exchange on which the Securities of this series may be listed, and upon such notice as may be
required by such exchange, all as more fully provided i said Indenture}.

[If the Security is not to bear interest prior to Maturity, insert: The principal of this Security shall not
bear interest except in the case of a default in payment of principal upon acceleration, upon redemption or at
Stated Maturity and in such case the overdue principal and any overdue premium shall bear interest at the rate
of ...% per armum (1o the extent that the payment of such interest shall be legally enforceable), from the dates
stch amounts are due until they are paid or made available for payment. Interest on any overdue principal or
prermium shall be payable on demand. Any such interest on overdue principal or premium which is not paid on
demand shalf bear interest at the rate of ......% per annum (to the extent that the payment of such interest on
interest shall be legally enforceable), from the date of such demand until the amount so demanded is paid or
made available for payment. Interest on any overdue interest shall be payable on demand.]

Payment of the principal of (and premium, if any) and [if applicable, insert: any such] interest on this
Security will be made at the office or agency of the Company maintained for that purpose in .......... , in such
coin or currency of the United States of America as at the time of payment is legal tender for payment of public
and private debts [if applicable, insert: ;provided, however, that at the option of the Company payment of
interest may be made by check mailed to the address of the Person entitled thereto as such address shall appear
in the Security Register].

Any payment on this Security due on any day which is not a Business Day in the City of New York
need not be made on such day, but may be made on the next succeeding Business Day with the same force and
effect as if made on the due date and no interest shall accrue for the period from and after such date.

Reference is hereby made to the further provisions of this Security set forth on the reverse hereof, [if
subordinated, insert: including, without limitation, provisions subordinating the payment of the principal hereof
and any premium and interest hereon to the payment in full of all Senior Debt as defined in the Indenture]
which such further provisions shall for all purposes have the same effect as if set forth at this place.
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Duke Energy Kentucky

Exhibit B

Page 2 of 2

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the

reverse hereof by manual signature, this Security shall not be entitled to any benefit under the Indenture or be
valid or obligatory for any purpose.

In Witness Whereof, the Company has caused this instrument to be duly executed.

DUKE ENERGY KENTUCKY, INC,

By
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Duke Energy Kentucky
Exhibit C
Page 1 of 1

Duke Energy Kentucky
Capital Expenditures
(% in thousands)

Gas Production 8 132 $ 135 3 126
Gas Special Projects 20,234 17,668 334
Gas Distribution 13,109 12,851 12,353
Gas Building & Grounds 173 177 186
Gas Meters 1,741 Y778 1,661
Total Gas Department § 35,388 $ 32,602 ¥ 14,660

Substations - Transmission $ 416 L 416 $ 319
Substations - Distribution 560 4,466 829
Transmission Lines 276 279 404
Distribution Transformers 1.578 1,600 1,629
Line Extensions 5,539 5,518 5,492
Street Lights 850 862 877
Distribution Improvements 8,707 5,883 9,460
Meters & Instrument Transform 357 564 575
Transportation 23 23 16
Production Plant 23,964 45,542 44,681
Envircnmental 1,742 1,477 9,980
Total Electric Department 3 44,209 $ 66,631 $ 74,261

Buildings & Grounds $ 212 £ 112 5 114
Total Common Plant 3 212 $ 112 $ 114
Total Forecast Capital Expenditures $ 79,810 $ 99,344 5 89,035
Notes:

1) Includes all additions (account 10°7000) and retirements (account 108000), including all AFUDC
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Application
New Jssue—~Book-Entry-Only Exhibit D

$76,720,000
County of Boone, Kenfucky
Pollution Control Revenue Refunding Bonds
(Duke Energy Kentucky, Inc. Project)

850,000,000 $26,720,000

Series 20064 Series 20068
Dated: Date of Issnance Due:r August 1, 2027

Tha Series 20064 Bonds and the Series 20068 Bonds {the “Bonds”) will be special and limited obligations of the County (;f
Boone, Kentucky (the “Issuer”), u de jure county and political subdivision of the Coninenwealth of Kentucky, and will be ‘payab 4
solely from and secured exclusively by paymenis, revenues and other amounts tg!er!ged thereto pursuant lo separate, but substantially
identical, Indentures (described horeivi). " The Bonds do not Tepresent or consiitufe a debt oy pledge of the faith and credit or taxing
power of the Issugr or the Contmanwealth of Rentucky (the-“State”) or an;y;alri:cal subdivistor theréof and the holders and owirer's
of ihe Bonds wil] have ne right fo Jiave any fuxes levied by the Issuer or the State or, mﬁ Eolmcm‘ sehdivision or other taxing authority
of the State for the payment or redemption price of, and itterest on, the Bonds. See “T. ISSUER™ herein. .

The Bonds will be isswed to refund certain bonds previously isswed by the Isguer to provide funds to finance a portion of the
costs of the qc%m'sfﬁon ang consiructfo%f certain air and {vater pollution coni’;ol ﬁ:cii’ties an‘fl solid v'f)fasr.e disﬁf;sal acilf?z’es ownéf’r
The Union Light, Heqt and Power, Congya:}y (daing business as Duke Energy Kennicky, Inc,). The Bonds will be pct:ycz le solely, except fo
the extent gamf oul ¢ r_n?ne s attributable 1o proceeds thereod, from and secured by aiy gssignment of loan payménts to be recéived vnder
separate, but substantially identical Loan Agreements with Thé Union Light, Heat and Power Compauty, doing business as

Duke Energy Kentucky, Inc.

Pavment of the principal of and interest on the Bonds when due will be insured by separate bond insurance policies to be
fssued by Xff Capirg; Assgmncep Inc.j;fmulfaneozwb/ with the delivery of the Bonds. ¥ P P

JELCAPITAL ASSURANCE’

Interest on each series of Bonds will accrue at the Auction Rate from the date of jssuance and will be payable on the Business
Day afier the Auction Period, sibject fo }czertdfn exceptions. The initial Azggnon_ Period for the Bonds will eid on Sgp!ember 7, 2008
and, unless changed In accordahce with the Auction Procedyres descyibed in this Official Statement, the Bonds thereafter will
continue fo bear inferest at Auction Rates for 35-day Auction Periods. The initial Auclion Date for the Bonds will be Sepleniber. 7,
2006 and the imitial Interest Pajgme;nz Dafe will be Septermber 8 2006. The Auction Rate for oll Bonds for the applicable Auction
Peri?d after the initial Auction Period will be the yaté of Inferest per annum that the Ayctian dgeat advises resulls Trom an duction
conductéd in accordance with the Auction Procedures, subject 10 certain conditions. Deufsche” Bank National Triist Company will
serve as Trusiee, Paying Agent and Registrar. Deutsche Bank Trust Company Americas will serve as the initial Auction Agent.
Motgan Stanley & Co. Bicorporated will serve as the initial Broker-Dealer and ds Remarketing Agent for the Bonds.

The method for determining the Interest rate to be borne by cach sevies of the Bonds may be changed from an Auction Raie fo
a Daily Rate, ’?Veeklyj}aate, Commer%:z‘al Faper Rate or ¢ Term Rmféy af the times af{d in the manm’g} sat fort :‘njt;u's Official Statement.

. Prosgpective f;urchasers should carefilly review the Auction Procedures described in this Official Statement and should note

that (i) o Bid or a Sell Order constitules a commitment 1o purchase or sell Auction Bate Bonds based upon the resulis of an Auction,

(7)) dirctions will be condhicted through telephone or telefax, communications and {i ztr;z‘) settlement for tpurcggses and sales will be made

o the Business Day ?{o!lowmg an Aiction. Auction Rafe Bonds maﬁ be trapsferred only pursugnt jo a Bid or a Seli Order placed in

gzn Aggctilo?nlwbto glr through & Broker-Dealer. See also "THE BONDS ~ Auction Raté Period — Special Considerations Relating to
uction Rate Bonds, '

. The Bonds will be subject to optional, extragrdinary optional and mandatory redemption and optional and mandatory tender
prior to maturity, in each case at the price, in the manner avid af the time set forth in this Official Sratement.

The Bonds wifl be issued only as filly vegistered bonds and initiglly will be registered in the name of Cede & Co., a3 noniinee
Jor The Depository Trust Company, New f%‘ré: New York (“DTC”). DTC vg)ill act gs ag;ecuri!ies depasitor, 'j’”;r the Bonds. Purchases
of begﬂe{ﬁciaf interests in the Bonds initially will be mude in book-éntyy-only form (without certificates) in dehominations of 825,000 or
any. inlegral multiple thereof for the Sertes 20064 Bonds and in depcmiviations c}f $1,000 or any _mlrj*gﬁal multiple thereof for the
Series 2006, Eqr}ds and under certain circumsiances are exchangeable as more fully described herein, Principal of and any, premium
on the Bonds will be %ayab!e é{pon presentation and surrender tohe Bonds at the corporate trugi office of the Registrar. 50 Eong as

or {ts nominee, Cdde & Co., I the re%gstered owner of the Bonds, payments (3:«[ the principol of, premium, if any, and interest on
the Bonds will be made directly to Cede & Co. See “THE BONDS -- Book-Entry-Unly System” herein.

Price: 100%

Subject fo com:‘nuigg compliahce with certuin covenants and the accu{mg of cerlain representations, in the opinion of
Thompsan Hine LLP, Bond Counsel, under existing law (8} inferes! on the Bonds will be exeluded from the gross income of the owners
thereof for federal income tax pug)oses, and (11) interest on the Bonds will not be an item of tax preference for purposes of the federal
alternative’ minimum _tax imposed on individuals and corporations. Bond Counsel is also of the opinion that, under existing law,
interest on the Bopds is excluded from gross income of the owners thereof for Kentucky fricome tax purposes and the Bonds are
exempt from all ad valorem taxes in Kentucky. See “TAX MATTERS" herein jor furiker information and for a description of certain
other foderal tax consequences arising with respect to the Bonds.

The Bonds are offered when, as and if issued by the Issuer and accepted by the Underwriter, subject 1o prior sale, withdvawal
or modification of the ojff;r without patice, the appm{faf of fegality by T}’alr};mpsgn Hing LLP, as Boné Coun‘?e[. and certain other,
conditions, Certain legdl matters will be passed upon for Duké Eviergy Kentycky, inc. & Robert Lucas, Associate General Counsel
Jor Duke Energy Corporation, and Thompson Hine LLP, as counsel To the Company; fg; the Jssuer by J.R. Schrand, Esgv, Coun
Attorney c{ the Isswer and Stoll Keenon Ogden PLLC, as special Kentucf?/ counsel; and for the Underwriter l?' Squire, Sanders
Dempséy L.LP. It is expecied that delivery of the Bonds in book-entry-only form will be made on dugust 2, 2006, in New York, New
York, against payment therefor.

MORGAN STANLEY

Dated: July 26, 2006



No dealer, broker, salesman or other person has been authorized by the County of Boone, Kentucky
(the “Issuer™), The Union Light, Heat and Power Company {(doing business as Duke Energy Kentucky, Iuc.) (the
“Company’”), Morgan Stanley & Co. Incorporated (the “Underwriter”) to give any information or to make any
representation with respect to the Bonds, other than those contained in this Official Statement, and, if given or
made, such other information or representation must not be relied upon as having been authorized by any of the
foregoing. Certain information contained herein has been obtained from the Issuer, the Company, the Insurer
and the Underwriter and other sources which are believed to be reliable.

The information and expressions of opinion herein are subject to change without notice and neither
the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the pames referred t0 above since the date hereof.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriter does not guaraniee the accuracy or completeness of such information.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY
OVER-ALLOT OR. EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICES OF SUCH BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

Neither the Issuer, its counsel, nor any of its members, agents, employees or representatives have
reviewed fhis Official Statement or investigated the statements or representatzons contained herein, except the
Issuer has reviewed the statements relating to the Issver set forth under the caption “THE ISSUER.” Except with

respect to the information contained under such caption, neither the Issuer, its counsel (provxded that such

counsel has not independently investigated the statements contained under such caption), nor any of its officials,
agents, ‘employees or representatives makes any representation as to the completeness, sufficiency and

truthfulness of the statements set forth in this Official Statement. The officials of the Issuer and any other person .

executing the Bonds are not subject to personal liability by reason of the issuance of the Bonds. Thig Official
Statement is not to be construed as an agreement or contract between the Issuer and the purchasers or holders of
any Bonds.
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OFFICIAL STATEMENT

$76,720,000
County of Boone, Kentucky
Pollution Control Revenue Refunding Bonds
(Duke Energy Kentucky, Inc. Projects)
$50,060,600 $26,720,000
Series 2006A Series 2006B

INTRODUCTORY STATEMENT

This Official Statement, including the cover page and Appendices, is provided fo
furnish information in connection with the offer and sale by the County of Boone, Kentucky (the
“Issuer”) of $50,000,000 aggregate principal amount of its Pollution Control Revenue Refunding
Bonds, Series 2006A (Duke Energy Kentucky, Inc. Project) (the “Series 20064 Bonds™) and
$26,720,000 aggregate principal amount of its Pollution Control Revenue Refunding Bonds,
Series 20068 (Duke Energy Kentucky, Inc. Project) (the “Series 20065 Bonds™; together with
the Series 2006A Bonds, the “Bonds”), t0 be issued under separate, but substantially identical,
Trust Indentures, dated as of August 1, 2006 {each an “Indenture™, together the “Indentures™},
between the Issuer and Deutsche Bank National Trust Company, as trustee (the “Trustee”). The
Registrar and Paying Agent will be Deutsche Bank National Trust Company and the initial
Auction Agent will be Deutsche Bank Trust Company Americas, each located in New York,
New York. Terms used as defined ternms and not otherwise defined herein are used as defined in
the Indentures.

The proceeds of the Series 2006A Bonds will be applied by the Issuer to refund: (i)
all of the Issuer’s outstanding Floating Rate Monthly Demand Pollution Control Revenue
Refunding Bonds, Series 1985 A (The Cincinnati Gas & Eleciric Company Project} in the
aggregate principal amount of $16,000,000 (the “J985 Bonds™), (i) all of the Issuer’s
outstanding Collateralized Pollution Confrol Revenue Refunding Bonds, 1992 Series A (The
Dayton Power and Light Company Project), originally issued in the aggregate principal amount
of $48,000,000 (the “7992 Bonds”) and currently outstanding in the aggregale principal amount
of $12,720,000 and (iii) a portion of the Issuer’s outstanding Collateralized Pollution Control
Revenue Refunding Bonds, 1994 Series A (The Cincinnati Gas & Electric Company Project) in
the aggregate principal amount of $48,000,000 (the “7994 Bonds™, and together with the 1985
Bonds and the 1992 Bonds, the “Refinded Bonds™). The proceeds of the Series 2006B Bonds
will be applied to refund the remaining portion of the 1994 Bonds. The Refunded Bonds each
were originally issued to refund certain prior bonds of the Issuer originally issued to finance the
costs of certain air and water pollution and solid waste disposal facilities (the “Project Facilities”
or “Project”) located at the East Bend Generating Station (the “Generating Station”) within the
boundaries of the Issuer, now owned by The Union Light, Heat and Power Company (doing
business as Duke Energy Kentucky, Inc.) (the “Company”). See “APPLICATION OF
PROCEEDS.”



The proceeds of the Bonds will be loaned by the Issuer to the Company pursuant to
separate, but substantially identical, Loan Agreements, dated as of August 1, 2006 (each a “Loan
Agreement”; together, the “Loan Agreements™), between the Company and the Issuer. The
Company will agree in each Loan Agreement to make payments sufficient to pay when due the
principal of and interest and any premium on the related series of the Bonds and any other
amounts relating thereto, including payment of the purchase price. See *THE LOAN
AGREEMENTS.”

The Company’s obligations under the Loan Agreements will be unsecured. There is
ro requivement in the Indentures for the Company to provide or deliver any security for its
obligations under the Loan Agreements.

The Bonds will be dated the date of their original issuance, will mature on August 1,
2027, will be subject to optional and mandatory tender for purchase, and will be subject 1o
optional and mandatory redemption, as provided in each Indenture and as further described in
this Official Statement. The Bonds will bear interest initially at an interest rate determined for
the Auction Period ending on September 7, 2006, and thereafter will continue to bear interest at
Auction Rates for 35-day Auction Periods, unless changed in accordance with the Auction
Procedures described herein or until a conversion to a different interest rate determination
method or until the maturity of the Bonds. The initial Auction Date for the Bonds will be
September 7, 2006 and the initial Interest Payment Date will be September 8, 2006.

Upon the issuance of the Bonds, XL Capital Assurance Inc. {the “Bonrd Insurer”) will
issue separate, but substantially identical, bond insurance policies (together the “Bond Insurance
Policies™) that will guarantee the payment when due of the principal of and interest on the related
geries of the Bonds when due and upon special mandatory redemption on a determination of
taxability as hereinafter described. The Bond Insurance Policies will be issued pursuant to an
Insurance Agreement between the Company and the Bond Insurer to be dated the date of
issuance of the Bonds (the “Insurance dgreement’”, The Bond Insurance Policies will not
insure payment of the purchase price of the Bonds subject to mandatory purchase or purchase on
the demand of the bondholders thereof, losses suffered as a result of a bondholder’s inability to
sell the Bonds at an Auction, or payment of the principal, premium or interest on the Bonds as a
result of an acceleration, redemption {other than special mandatory redemption on determination
of taxability as hereinafter described) or other advancement of maturity. Certain information
with respect to the Bond Insurance Policies and the Bond Insurer is included in this Official
Statement. See “THE BOND INSURANCE POLICIES” and Appendix F. So long as the Bond
Insurer is not in default under the Bond Insurance Policies, the Indentures and Loan Agreements
may not be amended or supplemented without the prior written consent of the Bond Insurer, in
accordance with the provisions of the Indentures. Upon the occurrence of an Event of Default
under the Indentures, the Bond Insurer will be entitled to control and direct the enforcement of
all rights and remedies granted to the bondholders or the Trustee. See “THE INDENTURES —~
Events of Default” and “- Rights of Bond Fasurer.” :

The Bonds will be special and limited obligations of the Issuer, and will be
payable solely from and secured exclusively by payments, revenues and other amounts
pledged thereto pursuant to the related Indenture. The Bonds do not represent or
constitute a debt or pledge of the faith and credit or taxing power of the Issuer or the
Commenwealth of Kentucky (the “Stare™) or any pelitical subdivision thereof and the
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holders and owners of the Bonds will have no right to have taxes levied by the Issuer or the
State or any political subdivision or other taxing authority of the State for the payment or
redemption price of, and interest on, the Bonds.

Brief descriptions of the Issuer, the Bonds, the Bond Insurance Policies, the Loan
Agreements, the Indentures and the Continuing Disclosure Agreements, dated as of August 1,
2006 (the “Continuing Disclosure Agreements”), between the Company and the Trustee, are
included in this Official Statement. Certain information with respect to the Company is included
as or imcorporated by reference in Appendix A hereto. Appendix B sets forth Certain
Definitions; Appendix C describes the Auction Procedures for the Bonds; Appendix D describes
the Settlement Procedures for the Bonds; Appendix E is the proposed form of the opinion of
Bond Counsel to be delivered in connection with the issuance and delivery of the Bonds; and
Appendix F is a Specimen Bond Insurance Policy.

All references herein to the documents are qualified in their entirety by reference to
such documents, and references herein to the Bonds are qualified in their entirety by reference to
the definitive forms thereof included in each related Indenture. Copies of certain of the financing
documents will be available for inspection at the corporate trust office of the Trustee and, until
the issuance of the Bonds, may be obtained from the Underwriter. Except as described below,
the information relating to the Issuer, the Bonds, the Loan Agreemenis and the Indentures
contained under the headings “INTRODUCTORY STATEMENT,” “THE ISSUER,” “THE
BONDS,” “THE LOAN AGREEMENTS,” “THE INDENTURES,” “TAX MATTERS” and
“LEGAL MATTERS” has been reviewed by Thompson Hing LLP, Bond Counsel, who are of
thie opinion that such information is fairly summarized herein. Appendix A to this Official
Statement and all information contained under the heading “APPLICATION OF PROCEEDS”
has been furnished by the Company, and neither the Issuer nor Bond Counsel assumes any
responsibility for the accuracy or completeness of such Appendix or information. The
information contained under the heading “THE BONDS--Book Enfry Only System” has been
furnished by DTC, and none of the Issuer, the Company, the Underwriter or Bond Counsel
assume any responsibility for the accuracy  or completeness of such information. The
information relating to Bond Insurer and the Bond Insurance Policies contained under the
heading “THE BOND INSURER” and in Appendix F has been provided by the Bond Insurer
and neither the lssuer, the Company, the Underwriter nor Bond Counsel assume any
responsibility for the accuracy or completeness of such information.

THE ISSUER

The Issuer is a body corporate and politic duly created and existing as a de jure
county and political subdivision under the constitution and laws of the State. The Issuer is
authorized by Section 103.200 to 103.285, inclusive, of the Kentucky Revised Statutes (the
“Adef™) (3) to issue Bonds, (if) to lend proceeds thereof to the Company for the purpose of
refunding the Refunded Bonds, and (iii) to enter into and perform its obligations vnder the Loan
Agreements and the Indentures relating to the Bonds. The Issuer, through its legislative body,
the Fiscal Court, has adopted an ordinance authorizing the isswance of the Bonds and the
execution and delivery of related documents.

Although the Issuer has consented to the use of this Official Statement in connection
with the marketing of the Bonds, the Issuer has not participated in the preparation of thig Official
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Statement and, except for the information appearing herein under the caption “THE ISSUER,”
makes no representation as to its adequacy or accuracy.

APPLICATION OF PROCEEDS

Upon issuance of the Bonds, the proceeds of the Bonds will be deposited with the
Trustee in the Refunding Fund created under the respective Indenture to be used, together with
investment income thereon and other moneys provided by the Company, to redeem the
Refunded Bonds within 90 days of the date of issnance of the Bonds. The Refunded Bonds will
be redeemed at a redemption price of 100% of the principal amount thereof, plus accrued
interest to the redemption date, The Company will pay fees and expenses of the Underwriter
and other issuance costs and any other costs of refunding the Refunded Bonds.

THE BONDS

Each series of the Bonds will be issued under a separate Indenture, although each
Indenture contains substantially identical terms and provisions. The occurrence of an event of
defoult with respect to one series of the Bonds will not constitute an event of defaunlt with respect
to the other series of the Bonds. Redemption or conversion of one series of the Bonds may be
made in the manner described herein without the redemption or conversion of the Bonds of the
other series. Funds pledged under an Indenture to secure one series of the Bonds will not be
available for or pledged to the other series of the Bonds. In the following summary of terms of
the Bonds, references to the Bonds, the Indenture, the Loan Agreement, the Auction Agency
Agreement, the Broker-Dealer Agreement, and other defined terms should be read as separately
referring fo each series of the Bonds and the related Indenture, Loan Agreement, Auction Agency
Agreement, Broker-Dealer Agreement and other defined terms, except as otherwise noted.

General

The Bonds will be issued under the Indenture in the aggregate principal amount and
mature on the date set forth on the cover page hereof, subject to optional and mandatory
redemption and optional and mandatory tender prior to maturity as described below, The Bonds
will be issuable as fully registered Bonds without coupons in Authorized Denominations.

Auction Rate Period
Auction Rotes

Interest on the Bonds will acorne from the date of issuance and delivery. For the
Initial Interest Period, the interest rate will be the rate of interest per annum that is the minimum
rate necessary to sell the Bonds on the date of issuance of the Bonds at the principal amount
thereof (without regard fo accrued interest). After the Initial Interest Period, and prior to any
subsequent selection of a new interest rate determination method, the Bonds will be Auction
Rate Bonds. The interest rate on Auction Rate Bonds (the “duction Rate"”) for each Auction
Period after the Initial Interest Period will, subject to certain exceptions desciibed below, be the
rate that the Auction Agent advises has resulted on the Auction Date from the implementation of
auction procedures set forth in Appendix C to this Official Statement (the “Auction
Procedures”), in which persons determine to hold or offer to sell or, based on interest rates bid
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by them, offer to purchase or sell Auction Rate Bonds. Each periodic implementation of the
Auction Procedures is an “Auction.” Interest on Auction Rafe Bonds will be computed on the
basis of 2 360-day year for the number of days actually clapsed.

The rate of interest on the Auction Rate Bonds for each subsequent Interest Period
will be the Auction Rate; provided that if, on any Auction Date, an Auction is not held for any
reason, then the rate of interest for the next succeeding Interest Period will equal the Auction
Rate in effect for the preceding Interest Period. In no event will the Auction Rate be an interest
rate in excess of the Maximum Auction Rate on any Auction Date or the Maximum Interest Rate
at any time. Notwithstanding the foregoing, ift (a) the ownership of the Auction Rate Bonds is
no longer maintained in the Book-Entry System, the rate of interest on the Auction Rate Bonds
for any Interest Period commencing after the delivery of ceriificates representing Auction Rate
Bonds will equal the Anction Rate in effect for the preceding Interest Period; (b) a Payment
Default ocours, Auctions will be suspended and the Applicable Aunction Rate Bonds Rate for the
Interest Period commencing on or afier such Payment Default and for each Interest Period
thereafter to and including the Interest Period, if any, during which, or commencing less than the
Applicable Number of Business Days after, such Payment Default is cured will equal the
Maximum Auction Rate; or (c) if a failed conversion ocours following a proposed selection of a
different method of determining interest on the Bonds, and the next succeeding Avction Date
wiil be two or fewer Business Days after (or on) the effective date of any such failed conversion,
then an Auction will not be held on such Auction Date and the rate of interest on'the Auction
Rate Bonds for the next sncceeding Interest Period will be equal to the Auction Rate in effect for
the preceding Interest Period. Certain special provisions apply regarding the determination of an
Auction Rate if Sufficient Clearing Bids have not been made or in the event of the failure to meet-
certain conditions required to (i)} change the length of an Auction Period, (i) adjust the
percentages used to determine the Maximum Auction Rate or (iH) effect a change in the method
of determining interest on the Bonds. See “Auction Procedures — Appendix C.”

Auction Periods and Dates

An Auction to determine the Auction Rate for sach Auction Period after the initial
Auction Period will occur on each Auction Date. The Auction Date for each Auction Period will
be the Business Day immediately preceding the first day of each Interest Period, other than: (a)
each Interest Period commencing after the ownership of the Auction Rate Bonds is no longer
maintained in book entry form by the Depository; (b) each Interest Period commencing after the
cccurrence and during the continuance of a Payment Default; or (¢} any Interest Period
commencing less than the Applicable Number of Business Days afier the cure or waiver of a
Payment Default. It is presently anticipated that after the Initial Interest Period an Auction
Period of 35 days will be maintained for the Bonds and, therefore, Auctions for the Bonds are
anticipated to be held every fifth Thursday, commencing September 7, 2006. The Company may
change the length of one or more Auction Periods or establish a different day as the Auction
Date for future Auction Periods. See “Changes in the Auction Terms — Changes in the Auction
Date.”



Special Counsiderations Relating to Auction Rate Bonds

Securitics and Pxchange Commigsion Inguiries. On May 31, 2006, the U.S.
Securities and Exchange Commission (the “SEC”)y announced that it bad settled its investigation .
of 15 firms, including Morgan Stanley & Co. Incorporated (the “Broker-Dealer”) and its
affiliated broker-dealer, Morgan Stanley DW Inc., that participate in the auction rate securities
market regarding their respective practices and procedures in this market. The SEC alleged in
the settlement that the firms had managed auctions for auciion rafe securities in which they
participated in ways that were not adequately disclosed or that did not conform to disclosed
auction procedures. As part of the settlement, Morgan Stanley & Co. Incorporated and Morgan
Stanley DW Inc. together agreed to pay a civil money penalty of $1,500,000. In addition, both
Morgan Stanley & Co. Incorporated and Morgan Stantey DW Inc., without admitting or denying
the SEC’s allegations, agreed to be censured, to cease and desist from violating certain
provisions of the securities laws, to provide to customers written descriptions of theit material
anction practices and procedures, and to implement procedures reasonably designed to detect and
prevent any failures by Morgan Stanley & Co. Incorporated and Morgan Stanley DW Inc. to
conduct the auction process in accordance with disclosed procedures. No assurances are given.
as to how the settlement may affect the market for auction rate securities or the Bonds.

Bidding by Initial Broker-Dealer. The Broker-Dealer is permitted, but not obligated,
to submit Orders in Auctions for its own account {including for its affiliated broker-dealers)
either as a Bidder or a Seller and routinely does so in the auction rate securities market in its sole
discretion. If the Broker-Dealer submits an Order for its own account (including for its affiliated

- broker-dealeys), it would likely have an advantage over other Bidders because the Broker-Dealer -
would have knowledge of some or all of the other Orders placed through the Broker-Dealer
(including through affiliated broker-dealers) in that Auction and, thus, could determine the rafe
and size of its Order so as to ensure that its Order is Iikely to be accepted in the Auction and that
the Auction is likely to clear at a particular rate. For this reason, and because the Broker-Dealer
is appointed and paid by the Company to serve as the Broker-Dealer in the Auction, the Broker-
Dealer’s interests in conducting an Auction may differ from those of Existing Holders and
Potential Holders who participate in Auctions, See “Auction Dealer Fees.” The Broker-Dealer
(including its affiliated broker-dealers) would not have knowledge of Orders submitted to the
Auction Agent by any other firm that is, or may in the future be, appoinfed to accept Orders
pursuant to a Broker-Dealer Agreement,

The Broker-Dealer may routinely place one or more Bids in an Auction for its own
account, to acquire the securities for its inventory (or that of its affiliated brokeyr-dealer), to
prevent an Auction Failure Event (which would result in the Auction Rate being set at the
Maximum Auction Rate) or an Auction from clearing at a rate that the Broker-Dealer believes
does not reflect the market for the securities. The Broker-Dealer may place such Bids even after
obtaining knowledge of some or all of the other Orders submitted through it (including through
affiliated broker-dealers). When bidding for its own account, the Broker-Dealer may also bid
outside or inside the range of rates that it posts in its Price Talk. See “Price Talk.”

The Broker-Dealer also may routinely encourage bidding by others in Auctions,
which may include to prevent an “auction failure event” or an Auction from clearing at a rate
that the Broker-Dealer believes does not reflect the market for the securities. The Broker-Dealer



may roufinely encourage such Bids even afier obtaining knowledge of some or all of the other
Orders subrmitted through it (or through affiliated broker-dealers).

Bids by the Broker-Dealer or by those it may encourage to place Bids are likely to
affect (i) the Auction Rate - including preventing the Auction Rate from being set at the
Maximum Auction Rate or otherwise causing Bidders to receive a higher or lower rate than they
might have received had the Broker-Dealer not bid or not encouraged others to bid and (ii) the
allocation of securities being auctioned — including displacing some Bidders who may have their
Bids rejected or receive fewer securities than they would have received if the Broker-Dealer had
not bid or encouraged others to bid. Because of these practices, the fact that an Auction clears
successfully does not mean that an investment in the securities involves no significant liquidity
or credit risk. The Broker-Dealer is not obligated to continue to place such bids or to encourage
other Bidders to do so in any particular Auction fo prevent an Auction from failing or clearing at
a rate the Broker-Dealer believes does not reflect the market for the securities. Fnvestors should
not assume that the Broker-Dealer will do so or assume that “anction failure events” will not
oceur. Investors should also be aware that Bids by Broker-Dealer or by those it may encourage
to place Bids may cause unfavorable Auction Rates to oceur.

In any particular Auction, if all outstanding securities are the subject of Submitted
Hold Orders, the Auction Rate for the next succeeding Auction Period will be the All Hold Rate
(such a situation is called an “All Hold Auction”). When an All Hold Auction is likely, the
Broker-Dealer may, but is not obligated to, advise Existing Holders of that fact, which might
facilitate the submission of Bids by Existing Holders that would avoid the occurrence of an All
Hold Auction. If the Broker-Dealer decides to inform existing holders of the likelihood of an All
Hold Auction, it will make that information available to all of its customers that are Existing
Holders at the same time.

if the Broker-Dealer (or an affiliated broker-dealer) holds the securities for its own
account on an Auction Date, the Broker-Dealer (or such affiliated broker-dealer) will submit a
Sell Order into the Auction with respect to such position in such securities, which would prevent
that Auction from being an All Hold Auction. The Broker-Dealer (or such affiliated broker-
dealer) may, but is not obligated fo, submit Bids for iis own account in that same Auction, as set
forth above,

Auction Dealer Fees. For many anction rate securities, the Broker-Dealer has been
appointed by the issuers of the securities to serve as a dealer for the related auctions and is paid
by those issuers for its services. With respect to the Bonds, the Broker-Dealer has been
appointed to serve as a dealer in the Auctions pursuant to the Broker-Dealer Agreement between
the Auction Agent and the Broker-Diealer. That Agreement provides that the Broker-Dealer will
receive from the Company auction dealer fees at the annual rate of .25% of the principal amount
of the Bonds sold or successfully placed through the Broker-Dealer. As a result, the Broker-
Dealer’s interests in conducting Auctions may differ from those of investors who participate in
Auctions. The Broker-Dealer may share a portion of the auction dealer fees it receives from the
Company with other broker-dealers (including affiliated broker-dealers) that submit Orders
through the Broker-Dealer that the Broker-Dealer successfully places in Auctions.

Similarly, with respect to auctions for other auction rate securities for which the
Broker-Dealer does not serve as a dealer, the other broker-dealers who serve as dealers in those



auctions may share auction dealer fees with the Broker-Dealer for orders that the Broker-Dealer
submits through those broker-dealers that those broker-dealers successfully place in those
auctions.

Price Talk. Before the start of an Auction, the Broker-Dealer may, in its discretion,
make available to Existing Holders and Potential Holders, the Broker-Dealer’s good faith
judgment of the range of likely clearing rates for the Auction based on market and other
information. This is known as “Price Talk.” Price Talk is not a guarantee, and Existing and
Potential Holders are free to use it or ignore it. If the Broker-Dealer (or an affiliated broker-
dealer) provides Price Talk, the Broker-Dealer (or such affiliated broker-dealer) will make the
Price Talk available to all Existing Holders and Prospective Holders. The Broker-Dealer may
occasionally update and change the Price Talk based on, for example, changes in issuer credit
quality or macroeconomic factors that are likely fo result in a change in interest rate levels, such
as an announcement by the Federal Reserve Board of a change in the Federal Funds rate or an
announcement by the Bureau of Labor Statistics of unemployment numbers. The Broker-Dealer
(or such affiliated broker-dealer} will make such changes available to all Existing Holders and
Potential Holders that were given the original Price Talk.

“All-or-Nothing” Bids. The Broker-Dealer (including any affiliated broker-dealer)
does not accept “all-or-nothing” bids (i.e., bids whereby the bidder proposes to reject an
allocation smaller than the entire guantity bid) or any other type of bid that allows the bidder to
avoid auction procedures that require the pro rata allocation of securities where there are not
sufficient sell orders to {ill all bids at the clearing rate.

No Assgurances Regarding Auction Qutcomes. The Broker-Dealer (inciuding any
affiliated broker-dealer) provides no assurance as to the outcome of any Auction, nor provides
any assurance that any Bid will be accepted or that the Auction will clear at a rafe that a Bidder
considers acceptable. Bids may be rejected or may be only partially filled, and the rate on any
Bonds purchased or retained may be lower than the Bidder expected.

Deadlines/Auction Periods. Each particular Auction has a formal time deadline by
swhich all Bids must be submitted by the Broker-Dealer to the Auction Agent. This deadline is
called the “Submission Deadline.” To provide sufficient time fo process and submit customer
Bids to the Auction Agent before the Submission Deadline, the Broker-Dealer (and any affiliated
broker-dealer) imposes an earlier deadline — called the “Internal Submission Deadline” — by
which Bidders must submit Bids to the Broker-Dealer (or such affiliated broker-dealer). The
Internal Submission Deadline is subject to change by the Broker-Dealer {or such affiliated
broker-dealer). The Broker-Dealer may atlow for correction of clerical errors after the Internal
Submission Deadline and prior to the Submission Deadline. The Broker-Dealer (or such
affiliated broker-dealer) may submit Bids for its own account at any time until the Submission
Deadline. Some auction agents allow for the correction of clerical errors for a specified period of
time after the Submission Deadline.

Existing Holder’'s Ability to_Resell Auction Rate Securitics Mav Be_ Limited.
Existing Holders wili be able to sell all of the Bonds that are the subject of submitted Sell Orders
only if there are Bidders willing to purchase all those Bonds i the Auction. If sufficient clearing
Bids have not been made, Existing Holders that have submitted Sell Orders will not be able to
sell in the Auction some or all of the Bonds subject to such submitted Sell Orders. Asg discussed
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above (see “Bidding by Initial Broker-Dealer™), the Broker-Dealer may submit a bid in an
Auction to keep it from failing, but it is not obligated to do so. There may not always be enough
bidders to prevent an Auction from failing in the absence of the Broker-Dealer bidding in the
Auction for its own account or encouraging others to bid.

Between Auctions, there can be no assurance that a secondary market for the Bonds
will develop or, if it does develop, that it will provide Existing Holders the ability to resell the
Bonds on the terms or at the times desired by an Existing Holder. The Broker-Dealer (or an
affiliated broker-dealer) may, in its own discretion, decide fo buy or sell the Bonds in the
secondary market for its own account to or from investors at any time and at any price, including
at prices equivalent to, below, or above the par value of the Bonds. However, neither the Broker-
Dealer (nor its affiliated broker-dealers) is obligated to make a market in the Bonds, and may
discontinue trading in the Bonds without notice for any reason at any time, Existing Holders who
resell between Auctions may receive less than par value, depending on market conditions.

The ability to resell the Bonds will depend on various factors affecting the market for
the Bonds, including news relating to the Company or the Bond Insurer, the attractiveness of
altexrnative investments, the perceived rigk of owning the Bonds (whether related to credit,
liquidity or any other risk), the tax or accounting freatment accorded the Bonds (including recent
clarification of U.S. generally accepted accounting principles as they apply to the accounting
freatment of auction rate securities), reactions of market participants to regulatory actions (such
as those described in “Securities and Exchange Conmission Inquiries,” above) or press reporis,
financial reporting cycles and market conditions generally. Demand for the Bonds may change
without warning, and declines in demand may be short-lived or continue for longer periods.

The Auction Agency Agreement (desctibed below) provides that the Auction Agent
may resign from its duties as Auction Agent by giving at least 45 days notice to the Company
and the Broker-Dealer, among others, and does not require, as a condition to the effectiveness of
such resignation, that a replacement Auction Agent be in place. The Broker-Dealer Agreement
provides that the Broker-Dealer thereunder may resign upon five days notice and does not
require, as a condition to the effectiveness of such resignation, that a replacement Broker-Dealer
be in place. For any Auction Period during which there is no duly appointed Auction Agent, or
during which there is no duly appointed Broker-Dealer, it will not be possible to hold auctions,
with the result that the interest rate on the Bonds will be determined as described in Appendix C
~ “Auction Procedures.”

Broker-Dealers

As described above, the initial Broker-Dealer for the Bonds is Morgan Stanley & Co.
Incorporated (together with any successor or other entity entering into a Broker-Dealer
Agreement, the “Broker-Dealer” and collectively, the “Broker-Dealers”). The Auction Agent
will enter into separate, but substantially identical, agreements with the Broker-Dealer with
respect to each series of the Bonds and, from time fo time, may enter into similar agreements
(each, a “Broker-Dealer Agreement” and, collectively, the “Broker-Dealer Agreements™) with
one or more additional Broker-Dealers, at the written dixection of the Company with the
approval of the Remarketing Agent (which approval will not be unreasonably withheld) which
provide for their participation in Auctions. The Company may elect to designate a new Broker-
Dealer for the Series 20068 Bonds prior to, or shortly following, the end of the Initial Interest
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Period for the Series 20068 Bonds. The Auction Agent will pay to each Broker-Dealer after each
auction, from funds provided by the Company, a service charge that will be based on a rate equal
to the percentage of the stated value of the Bonds held by such Broker Dealer and such Broker-
Dealer’s customers upon settlement in an Auction calculated on an annualized basis. See
“Special Considerations Relating to Auction Rate Bonds — Auction Dealer Fees” above. A
Broker-Dealer may share a portion of such fee with non-participating broker-dealers that submit
Bids to the Broker-Dealer that are fulfilled at an Auction. In the event that there is more than
one Broker-Dealer, the Company will specify which Broker-Dealer is to perform certain
functions under the Indenture.

Interest Paviment Dates

Interest on the Auction Rate Bonds initially will be payable on the first Business Day
after the end of each Auction Period. [t is presently anticipated that each Auction Period for the
Ronds will be 35 days, in which case the Interest Payment Dates after the initial Interest Payment
Date (September 8, 2006) generally will be every fifth Friday. '

The determination of any interest rate by the Remarketing Agent in accordance with
the Indenture or by the Auction Agent in accordance with the Auction Procedures will be
conclusive and binding upon the Issuer, the Trustee, the Paying Agent, the Auction Agent, the
Remarketing Agent, the Company, all Broker-Dealers and the registered and beneficial owners
of Auction Rate Bonds. Failure of the Remarketing Agent, the Paying Agent, the Trustee, the
Auction Agent or DTC or any DTC Participant to give any of the notices described in the
. Indenture, or any defect therein, will not-affect the interest rate to be borne by any Auction Rate
Bonds nor the applicable Auction Period.

In no event will the Auction Rate be more than the Maximum Auction Rate on any
Auction Date or the Maxinum Interest Rate at any time,

Auction Agency Apreement

The Company will enter into separate, but substantially identical, agreements (each
an “duction Agency Agreement” and, collectively, the “duction Agency Agreements”) with
respect to each series of Bonds with Deutsche Bank Trust Company Americas (together with any
successor bank or trust company or other entity entering into a similar agreement with the
Company, the “Auction Agent™) which provide, among other things, that the Ayction Agent will
follow the Auction Procedures for the purposes of determining the Auction Rate so long as the
Auction Rate 15 to be based on the results of an Auction. See “Auction Procedures —~ Concerning
the Auction Agent.” '

Remaiketing Agreement

The Company will enter into separate, but substantially identical, Remarketing
Agreements (the “Remarketing Agreements”) with Morgan Stanley & Co. Incorporated with
respect to each series of Bonds (together with any successor as remarketing agent under the
Indenture, the “Remarketing Agent”), which sets forth the Remarketing Agent’s duties and
responsibilities and provides for the remarketing of Bonds bearing an interest rate other than an
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Auction Rate, For each Rate Period, the interest rate for the Bonds will be determined by the
Remarketing Agent in accordance with the Indenture; provided that, the interest rate or rates
bome by the Bonds may not exceed the lesser of (2) 13% per annum, (b) the maximum rate of
interest permitted under State law, or {¢) in the case of Bonds bearing interest at a Variable Rate,
the maximum rate of interest permitted by any Liquidity Facility then in effect (the “Maximum
Interest Rate’™), See also “THE INDENTURES —~ Remarketing Agent.”

Liquidity Facility

Under the Indenture, upon conversion fo a Rate Period that provides for either
optional or mandatory tender for purchase of Bonds prior to maturity, a Liquidity Facility
acceptable to the Bond Insurer must be delivered to the Trustee to provide for the payment of
purchase price of Bonds tendered for optional or mandatory purchase, unless the requirement to
deliver a Liquidity Facility is waived by the Bond Insurer. No Liquidity Facility will be provided
in connection with Auction Rate Bonds. As a consequence, certain provisions in the Indentare
that would be applicable to the Bonds if a Liquidity Facility were delivered are not described in
this Official Statement. If, at the option of the Company, a Ligquidity Facility is delivered with
respect to the Bonds, the Bonds will be subject to mandatory tender for purchase at a purchase

price equal to 100% of the principal amount thereof on the date of the delivery of the Liguidity
Facility.

Depository

Unless a successor securities depository is designated pursuant to the indenture, or
unless the Company otherwise directs, DTC will act as the Depository for its members and
participants (the “DTC Participarts”) with respect to Auction Rate Bonds. On the date of
delivery of Auction Rate Bonds offered hereby, the  Auction Rate Bonds will be issued in a
global Bond in the denomination equal to the agpregate principal amount of Auction Rate Bonds
authorized pursuant to the Indenture. It is anticipated that such Bond will be registered in the
name of Cede & Co,, a nominee of PTC. The global Bond will bear a legend to the effect that
such global Bond is issned subject to the provisions restricting transfers of Auction Rate Bonds
contained in the Indenture, Stop-transfer instructions will be issued to the Paying Agent. DTC
or its nominee will be the holder of record of all issued and outstanding Auction Rate Bonds and
beneficial owners of such Auction Rate Bonds may not obtain physical possession of Auction
Rate Bonds beneficially owned by them.

Payment of principal, interest and premium, if any, on Auction Rate Bonds will be
made to DTC or its nominee, Cede & Co., as registered owner of Auction Rate Bonds. Upon
receipt of moneys, the current practice of DTC is to credit immediately the accounts of the DTC
Participants in accordance with their respective holdings shown on the records of DTC.
Payments by DTC Participants to beneficial owners are governed by standing instructions and
customary practices, as is now the case with municipal securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such
DTC Participants and not of DTC, the Issuer, the Trustee, the Paying Agent, the Auction Agent
or the Company, subject to any statutory and regulatory requirements as may be in effect from
time fo time. No assurances can be provided fhat in the event of bankruptcy or insolvency of
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DTC or a DXTC Participant through which a beneficial owner holds its interest in Auction Rate
Bonds, payment will be made by DTC or the DTC Participant on a timely basis.

The Issuer, the Trustee, the Paying Agent, the Company and the Remarketing Agent
will recognize DTC or its nominee as the registered owner of Auction Rate Bonds for all
purposes, including notices and consents. Conveyance of notices and other communications by
DTC to DTC Participants and by DTC Participanis to Beneficial Owners will be governed by
arrangements among them, subject to any statutory and regulatory requirements as may be in
effect from time to time.

- Bond certificates are required to be issued in exchange for a global certificate and
registered in such names of the Beneficial Owner and in Authorized Denominations as the
Depository, pursuant to instructions from the Participants or otherwise, will instruct the Trustee
under the following circumstances:

(a)  The Depository determines to discontinue providing its service with
respect 1o the Bonds and no successor has been appointed within 90 days after the
Company receives notice thereof. Such a determination may be made by a Depository
at any time by giving notice to the Company, the Issuer, the Trustee, the Auction
Agent, the Registrar and the Paying Agent and discharging its responsibilities with
respect thereto under applicable law,

()  The Company determines that continuation of the system of Book-
Entry transfers through the Securities Depository -is-not in the best interests of the
Beneficial Owners.

(¢)  The Remarketing Agent has notified the Issuer, the Company, the
Auction Agent, the Registrar, the Paying Agent and the Trustee that the Auction Rate
Bonds should not be maintained in the Book-Entry System.

(@)  The Depository is no longer registered or in good standing under the
Securities Exchange Act or other applicable statute or regulation and no successor has
been appointed within 90 days after the Company receives notice thereof,

DTC, which is a New York-chartered, limited purpose trust corppany, performs
services for its participants (including the DTC Participants), some of whom (and/or their
representatives) own DTC. DTC maintains lists of ifs participants and will maintain the
positions {ownership interests) held by each DTC Participant in Auction Rate Bonds, whether as
an Existing Holder for its own account or as a nominee for another Existing Holder. Each
Beneficial Owner of Auction Rate Bonds must make arrangements with its DTC Participant or
Broker-Dealer to receive notices and payments with respect to Auction Rate Bonds.

Beneficial Owners of the Bonds may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Bonds, such as
redemptions, tenders, defaults and proposed amendments to the Bond documents. Beneficial
Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has
agreed to obtain and transmit notices to Beneficial Owners, or in the alternative, Beneficial
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Owners may wish to provide their names and addresses to the Registrar and request that copies
of notices be provided directly to them.

THE ISSUER, THE COMPANY, THE TRUSTEE, THE REGISTRAR, THE
PAYING AGENT, THE AUCTION AGENT, THE BROKER-DEALER AND THE
REMARKETING AGENT HAVE NO RESPONSIBILITY WITH RESPECT TO () THE
ACCURACY OF THE RECORDS OF DTC OR ANY DTC PARTICIPANT AS TO THE
BENEFICIAL OWNERSHIP OF AUCTION RATE BONDS; (I} THE DELIVERY OF
EITHER NOTICES OR PAYMENT TO ANY PARTY OTHER THAN DTC OR ITS
NOMINEE AS REGISTERED OWNER OF AUCTION RATE BONDS; (1) ANY CONSENT
GIVEN OR OTHER ACTION TAKEN BY DTC OR ITS NOMINEE AS THE HOLDER OF
RECORD OF ALL ISSUED AND OUTSTANDING AUCTION RATE BONDS; OR (IV) THE
SELECTION BY DTC OR ANY DTC PARTICIPANTS OF ANY BENEFICIAL OWNERS

TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF AUCTION
RATE BONDS.

See “Book-Entry-Only System” below for further information about DTC and its
procedures.

Avction Procedures

Auction and Seitlement Procedures. A summary of the Auction Procedures is set
forth in Appendix C to this Official Statement.

A summary of the Settlement Procedures (as set forth in Exhibit A to the initial

Broker-Dealer Agreement) to be used with respect to Auctions is set forth as Appendix D to this
Official Statement. .

Concerning the Auction Agent. Deutsche Bank Trust Company Americas is the
initial Auction Agent. The Auction Agent is acting as agent for the Company in connection with
Auctions. In the absence of willful misconduct or negligence on its part, the Aunction Agent will
not be liable for any action taken, sulfered or omitted or for any ervor of judgment made by it in
the performance of its duties under the Auction Agency Agreement and will not be liable for any
error of judgment made in good faith unless the Auction Agent has been negligent in
ascertaining (or failing to ascertain) the pertinent facts necessary to make such judgment.

The Auction Agent may tenminate the Auction Agency Agreement upon notice in
accordance with the Indenture. The Auction Agent may be removed at any time by the
Company, with the consent of the Bond Insurer (such consent not to be unreasonably denied), or
the holders of a majority of the aggregate principal amount of the Auction Rate Bonds upon at
least 45 days® writien notice to the Auction Agent, the Paying Agent, the Registrar, the Issuer,
the Broker-Dealers, the Bond Insurer and the Remarketing Agent. If the Auction Agent should
resign or be removed, the Company is obligated under the Remarketing Agreement to use its best
efforts to appoint a successor Auction Agent and enter into an agreement with a successor
Auction Agent, subject to the consent of the Bond Insurer, containing substantially the same
terms and conditions as the Auction Agency Agreement.
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Changes in the Auction Terms

Changes in an Auction Period, The Company may change the length of one or more
Auction Periods (and will make a corresponding change in the Interest Payment Date) in order to
conform with then current market practice with respect to similar securities. The Company may
also change the length of one or more Auction Periods (and may make a corresponding change in
the Interest Payment Date) in order to accommodate economic and financial factors that may
affect or be relevant to the length of the Auction Period and the interest rate borne by the Auction
Rate Bonds.

The Company will initiate the change in the length of one or more Auction Periods by
giving written notice to the Trustee, the Paying Agent, the Auction Agent, the Remarketing
Agent, the Issuer and the Depository in the form required by the Indenture at least five days prior
to the Auction Date for such Auction Period.

Any such changed Auction Period may not be less than seven days and must be an
integral multiple of seven days.

The change in the length of one or more Auction Periods wiil not be allowed unless
Sufficient Clearing Bids existed at both the Auction before the date on which the notice of the
proposed change was given and the Auction immediately preceding the proposed change.

The change in length of one or more Auction Periods will take effect only if {A) the
Paying Agent, the Remarketing Agent and the Auction Agent receive, by 11:00 a.m., New York -
City time on the Business Day before the Auction Date for the first such Auction Period, a
certificate from the Authorized Company Representative in- substantially the form required by
the Indenture, authorizing the change in the length of one or more Auction Periods specified in
such certificate and {B) Sufficient Clearing Bids exist at the Anction on the Auction Date for
such first Auction Period. If the condition referred to in (A) above is not mei, the Applicable
Auction Rate Bonds Rate for the next Auction Period will be determined pursnant to the Auction
Procedures and the Auction Period will be the Auction Period determined without reference to
the proposed change. If the condition referred to in (A) is met but the condition referred to in (B)
above is not met, the Applicable Auction Rate Bonds Rate for the next Auction Period will be
the Maximum Auction Rate and the Auction Period will be the Auction Period determined
without reference to the proposed change.

Changes in the duction Date. The Company may specify an earlier Auction Date
(but in no event more than five Business Days earlier) than the Auction Date that would
otherwise be determined in accordance with the definition of “Auction Date” with respect to one
or more specified Auction Periods in order to conform with then current market practice with
respect to similar securities. The Company, in order fo accommodate economic and financial
factors that may affect or be relevant to the day of the week constituting an Auction Date and the
interest rate borne on the Auction Rate Bonds, may specify an earlier Auction Date (but in no
event more than five Business Days earlier) than the Auction Date that would otherwise be
determuined in accordance with the definition of “Auction Date” with respect to one or more
specified Auction Periods. The Authorized Company Representative will provide notice of any
determination to specify an earlier Auction Date for one or more Auction Periods by means of a
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written notice delivered at least five days prior to the proposed changed Auction Date 1o the
Trustee, the Paying Agent, the Auction Agent, the Remarketing Agent, the Issuer and the
Depository. Such notice will be substantially in the form of, or contain substantially the
information required by, the Indenture.

Notice Regording Changes. Pursuant to the Auction Agency Agreement, the Auction
Agent will mail to the Existing Holders within two Business Days of its receipt thereof. (1) any
notice of a change in the Auction Period and (2) any certificate authorizing the adjustment of the
All Hold Rate and/or the Applicable Percentage used to determine the Maximum Auction Rate.
EXISTING HOLDERS TO WHOM ANY OF THE FOREGOING NOTICES HAVE BEEN
DELIVERED SHOULD CONTACT THEIR BROKER-DEALER TO BE GIVEN
INFORMATION REGARDING ANY OF THE FOREGOING CHANGES.

Intefest Rate Determination Methods

Determingtion of Interest Rates and Rote Periods (other than Auction Rate), Following
Conversion from an Auction Rate Period, each interest rate to be determined by the Remarketing
Agent will be the lowest rate of interest which, in the judgment of the Remarketing Agent, would
cause the Bonds to have a market value on the commencement date of such Rate Period equal to the
principal amount thereof plus accrued and unpaid interest, if any, under prevailing market
conditions ag of the date of determination. In no event will the Variable Rate be an interest rate in
excess of the Maximum Interest Rate. All determinations of Variable Rates, including Commercial
Paper Rate Periods and Term Rate Periods, pursuant to the Indenture will be conclusive and binding
upon the Issuer, the Company, the Trustee, the Paying Agent, the Liquidity Facility Issuer and the
holders of the Bonds. The Variable Rate in effect for Bonds during any Rate Period will be
available to Holders on the date such Variable Rate is determined, between 1:00 p.m. and 5:00 p.m.,
New York City time, from the Remarketing Agent or the Trustee at their principal offices. Under
the Indenture, the Bonds may be in different Rate Periods at any one tine and the provisions of the
Indenture will separately apply with respect to each portion of the Bonds.

During any transitional period for a conversion from the Commercial Paper Rate Period
to a Daily or Weekly Rate Period in which the Remarketing Agent is setting different Commercial
Paper Rate Periods in order to effect an orderly transition of such conversion, Bonds bearing interest
at the Commercial Paper Rate will be governed by the provisions of the Indenture applicable to
Commercial Paper Rate Periods and Commercial Paper Rates, and Bonds bearing interest at the
Daily Rate or Weekly Rate, as applicable, will be governed by the provisions of the Indenture
applicable fo such Daily Rates and Daily Rate Periods or Weekly Rates and Weekly Rate Periods,
as the case may be.

Commercial Paper Rate and Commercigl Paper Rate Period. The Commercial Paper
Rate Period for each Bond will be determined separately by the Remarketing Agent on or prior fo
the first day of such Commercial Paper Rate Period as being the Commercial Paper Rate Period
which, in the judgment of the Remarketing Agent, will, with respect to each Bond, uliimately
produce the lowest overall inferest cost on the Bonds during the Comumercial Paper Rate Period;
provided that each Commercial Paper Rate Period will be from one day to 270 days in length, will
begin on a Business Day and end on a day preceding a Business Day or the day preceding the
Maturity Date. The Commercial Paper Rate for each Commercial Paper Rate Period will be
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effective from and including the commencement date of such period and remain in effect to and
including the last day thereof. Each such Commercial Paper Rate will be determined by the
Remarketing Agent no later than 1:00 p.m., New York City time, on the first day of the Commercial
Paper Rate Period as the minimum rate of interest necessary, in the judgment of the Remarketing
Agent, to enable the Remarketing Agent to sell such Bond on that day at a price equal to the
principal amount thereof. If the Remarketing Agent has received notice of any conversion to a
Terra Rate Period, the remaining number of days prior to the Conversion Date or, if the
Remarketing Agent has received notice of any conversion from a Commercial Paper Rate Period to
a Daily or Weekly Rate Period, the length of each Commercial Paper Rate Period for each Bond
will be detexmined by the Remarketing Agent to be either (i) that length of period that, as soon as
possible, will enable the Commercial Paper Rate Periods for all Bonds to end on the day before the
Conversion Date, or (i) that length of period which, based on the Remarketing Agent’s judgment,
will best promote an orderly transition to the next Rate Period. If a Liquidity Facility is then in
effect, no Commercial Paper Rate Period may be established which is longer than a period equal to
the maximum number of days’ interest coverage provided by such Liquidity Facility minus 15 days
or which extends beyond the remaining term of such Liquidity Facility minug 15 days.

Daily Rate and Dgily Rate Period. Daily Rate Periods will commmence on a Business
Day and will extend to, but not include, the next succeeding Business Day. The Daily Rate for each
Daily Rate Period will be effective from and inchuding the commencement date thereof and will
remain in effect during that Daily Rate Period. Each such Daily Rate will be determined by the
Remarketing Agent no later than 10:30 a.m., New York City time, on the Business Day which is the
commencement date of the Daily Rate Period to which it relates.

Weekly Rate and Weekly Rate Period ~Weekly Rate Periods will commence on
Wednesday of each week and end on Tuesday of the following week, except that (i) in the case of a
conversion to a Weekly Rate Period, the initial Weekly Rate Period for Bonds will commence on.
the Conversion Date and end on Tuesday of the following week; and (ii) in the case of a conversion
from a Weekly Rate Period to a different Rate Period, the last Weekly Rate Period prior to
conversion will end on the last day immediately preceding the Conversion Date. The Weekly Rate
for each Weekly Rate Period will be effective from and including the cotamencement date of such
period and will remain in effect through and including the last day thereof. Each such Weekly Rate
will be determined by the Remarketing Agent no later than 10:00 a.m., New York City time, on the
comnencement date of the Weekly Rate Period to which it relates.

Term Rate and Term Rate Period. Term Rate Periods will commence either on a
Conversion Date (including a conversion from a Term Rate Period fo a Term Rate Period of a
different duration) or, if then in a Term Rate Period, the commencement date of an immediately
successive Termn Rate Period of the same duration and extend to but not include either the
commencement date of an immediately successive Term Rate Period (of whatever duration) or the
Conversion Date on which an Auction, Daily, Weekly or Commercial Paper Rate Period becomes
effective. The Term Rate for each Term Rate Period will be effective from and including the
conrmencement date of such period and remain in effect through and including the last day thereof.
Each such Term Rate will be determined by the Remarketing Agent not later than 12:00 noon, New
York City time, on the Business Day iminediately preceding the commencement date of such
period, The duration of each successive Term Rate Period will be the same as the then current Term
Rate Period until the Company elects to convert the Term Rate Period to an Auction, Daily, Weekly
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or Commercial Paper Rate Period, or to a Term Rate Period of a different duration, all as provided
in the Indenture.

Failure of Remarkefing Agent to Sef Rate. 1f the Remarketing Agent fails for any reason
to determine the rate for any Rate Period, then the Bonds will bear such interest at the last effective
rate established for such Rate Period, except as otherwise set forth in the Indenture.

Conversions

Conversions Between Rate Periods. At the option of the Company, the Bonds may be
converted from one Rate Period to another, including a conversion from one Term Rate Period to
another Term Rate Period of a different duration, The Conversion Date must be an Interest
Payment Date for the Rate Period from which the conversion is to be made; provided, however, that
(i) if the conversion is from a Term Rate Period to another Rate Period, including a Term Rate
Period of a different duration, the Conversion Date must be limited to any Interest Payment Date
upon which the Bonds are subject to optional redemption pursuant to the Indenture or the last
Interest Payment Date of that Term Rate Period, as the case may be; (ii) if the conversion is from a
Daily Rate Period to a Weekly Rate Period, or from a Weekly Rate Period to a Daily Rate Period,
the Conversion Date may be any Wednesday, regardless of whether the Wednesday is an Interest
Payment Date; and (iii) if the conversion is from a Comumercial Paper Rate Period, the Conversion
Date must be the last Interest Payment Date on which interest is payable for all Bonds bearing
Comumercial Paper Rates theretofore established; provided, however, that if the conversion is from a
Commercial Paper Rate Period to a Daily or Weekly Rate Period, there may be more than one
Conversion Date in accordance with the Indenture and in that case the Conversion Date with respect
to each Bond must be an Interest Payment Date for such Bond.

Not fewer than 15 days prior to the Conversion Date in the case of conversions from
Auction, Daily, Weekly and Commercial Paper Rate Periods, and not fewer than 30 days prior to
the Conversion Date in the case of a conversion from a Term Rate Period, and not fewer than 30
days prior to the last Business Day before the commencement of a new Term Rate Period, the
Trusiee will rail by first class mail a written notice of the conversion or of the commencement of
such new Term Rate Period to each holder stating: (i) in the case of a conversion, the type of Rate
Period to which the conversion will be made and the Conversion Date, (ii) that the Bonds will be
subject to mandatory tender for purchase on the Conversion Date or on the Business Day
immediately succeeding the last day of a Term Rate Period, as the case may be, and the purchase
price of the Bonds, and (iii) if the Bonds are no longer in beok-entry form and are therefore in
certificated form, information with respect to required delivery of bond certificates and payment of
the purchase price pursuant o the Indenture.

Conditions Precedent to Conversions. Any conversion (i) from an Auction, Daily,
Weekly or Commercial Paper Rate Period to a Term Rate Period, (i) from a Term Rate Period to an
Auction, Daily, Weekly or Commercial Paper Rate Period, or (jii) to 2 Term Rate Period from a
Term Rate Period (on a date other than the date originally scheduled as the last Interest Payment
Date of the then current Term Rate Period) will be subject to the condition that on or before the
Conversion Date, the Company will have delivered to the Issuer, the Trustee, the Auction Agent,
the Paying Agent, the Bond Insurer and the Remarketing Agent an Opinion of Bond Counsel to the
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effect that the conversion is authorized under the Indenture and the Act and will not adversely affect
the exclusion from gross income of interest on the Bonds for federal income tax purposes.

As a condition to any conversion from the Auction Rate Period to a Rate Period that
provides for either optional or mandatory tender for purchase of Bonds prior to maturity, unless the
Bond Insurer otherwise consents, a Liquidity Facility acceptable to the Bond Insurer must be
delivered to the Trustee. The Liquidity Facility, if any, to be beld by the Trustee after the
Conversion Date must be sufficient to cover the principal of and accrued interest on the outstanding
Bonds for the maximum Interest Period permitted for that particular Rate Period plus 15 days, and,
if a Liquidity Facility is 1o be held by the Trustee afier the conversion of the Bonds to a Term Rate
Period, that Liquidity Facility must also extend for the entire Tertn Rate Period plus 15 days. ifa
quuidity Facility is in effect and the purchase price of the Bonds under the Indenture includes any
premium, such conversion will be subject to the condition that the Trustee will have confirmed prior
{o mailing notice to the holders of such conversion that the Trustee is entitled to draw on that
Liquidity Facility in an aggregate amount sufficient to pay the applicable purchase price (including
such premium). Notwithstanding anything in the foregoing, if an Event of Default involving a
payment default on the part of the Company has occurred and is continuing, the Bond Insurer will
succeed to the rights of the Company to request or direct a change in the Rate Period, provided that
such payment defanlt has occurred and is continning for a period of 35 days from the date of such
payment default.

Failure of Conversion. If for any reason a condition precedent to a conversion of the
Bonds is not met, the conversion will not be effective (although any mandatory tender pursuant to
the Indenture will be made on such date if the notice required under the Indenture has been sent to
holders stating that the Bonds would be subject to mandatory purchase on that date), and the Bonds,
except as otherwise provided and subject to the conditions set forth in the Indenfure, generally will
. be converted to a Weekly Rate Period and bear interest at the Weekly Rate determined by the
Remarketing Agent as of the date on which the conversion was to ocour.

Optional Tenders

, Purchase Price and Purchase Dates. The bolders of Bonds bearing interest for a Daily
or Weekly Rate Period may elect to have their Bonds or portions thereof purchased at a purchase
price equal to 100% of the principal amount of such Bonds (or portions thereof), plus any interest
accrued from the immediately preceding Interest Payment Date and unpaid. There is no optional
tender right while the Bonds are in 2 Commercial Paper Rate, Term Rate or Auction Rate Period.

Duaily Rate. Bonds bearing interest at Daily Rates may be tendered for purchase at a
price payable in immediately available funds on any Business Day, upon telephonic or electronic
notice of tender given not later than 11:00 a.m., New York City time, on the purchase date 1o the
Paying Agent. Any telephonic notice must be promptly confirmed by the holder to the Paying
Agent in writing.

Weeldy Rate. Bonds bearing interest at Weekly Rates may be tendered for purchase ata
price payable in immediately available funds on any Business Day, upon delivery of written or
electronic notice of tender to the Paying Agent not later than 5:00 p.m., New York City time, on a
Business Day not fewer than seven days prior to the purchase date,

18



Notice of Tender. When a book-enfry-only system is in effect, a Beneficial Owner
through its Direct Participant of that boolc-entry-only system may tender its interest in 2 Bond {or
portion of Bond) by delivering notice, in the mairer and by the time set forth above, fo the Paying
Agent stating the principal amount of the Bond (or portion of Bond being tendered), payment
instructions for the purchase price and the purchase date. The Beneficial Owner will effect delivery
of such Bonds by causing such Direct Participant to transfer it interest in the Bonds equal 10 such
Beneficial Owner’s inferest on the records of DTC to the participant account of the Paying Agent
with DTC. When a book-entry-only system is not in effect, a holder of a Bond may tender the Bond
{or portion of Bond) by delivering a notice, in the manner and by the time set forth above, to the
Paying Agent which states (A} the principal amount of the Bond or Bonds to which the notice
relates, (B) that the holder irrevocably demands purchase of such Bond or Bonds or a specified
portion thereof in an amount equal to the lowest denomination then authorized or an infegral
multiple of such lowest denomination, (C) the date on which such Bond or portion is to be
purchased, and (D) payment instructions with respect to the purchase price.

Mandatory Tenders

Commnercial Paper Rate Periods. Each Bond bearing miterest at 8 Commercial Paper
Rate will be subject to mandatory tender for purchase, on the Interest Payment Date applicable to
such Bond, at a purchase price equal to 100% of the principal amount thereof, without premium.

Conversion Dates. On any Conversion Date (other than a Conversion Date from a Daily
Rate Period to a Weekly Rate Period or from a Weekly Rate Period to a Daily Rate Period), the
Bonds will be subject to mandatory tender for purchase on such Conversion Date at a purchase price
equal to 100% of the principal amount thereof or, in the case of Bonds bearing inferest at a Term
Rate which are tendered on a day on which those Bonds are subject to optional redemption at a
redemption price of more than 100% of the principal amount redeemed, at a purchase price equal to
that redemption price.

Term Rate Periods. On the Business Day immediately succeeding the last day of each
Term Rate Period, the Bonds will be subject to mandatory tender for purchase on such date at a
purchase price equal to 100% of the principal amount thereof.

Notices of Mandatory Tenders. Not fewer than 15 days prior to the Conversion Date in
the case of conversions from Auction, Daily, Weekly and Commercial Paper Rate Periods, and not
fewer than 30 days prior-to the Conversion Date in the case of a conversion from a Term Rate
Period and not fewer than 30 days prior to the last Business Day before the commencement of a
new Ferm Rate Period, the Trustee will mail by first class mail a written notice to each holder,
setting forth those matters required by the Indenfure, including a statement that the Bonds will be
subject to mandatory purchase on the Conversion Date or on the Business Day immediately
succeeding the last day of the current Term Rate Period. No notice will be given in connection with
the mandatory purchase of a Bond bearing interest at a Commercial Paper Rate on an Inferest
Payment Date applicable to such Bond.
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Remarketing and Purchase of Tendered Bonds

The Indenture provides that, unless otherwise instructed by the Company, the
Remarketing Agent will offer for sale and use its best efforts to find purchasers for Bonds for which
notice of tender has been received or which are subject to mandatory tender for purchase. The
Remarketing Agent will not seli any Bond as to which a notice of conversion from one type of Rate
Period 1o another has been given by the Trustee, unless the Remarketing Agent has advised the
person fo whom the sale is made of the conversion. There will be no purchase of Bonds if an
acoeleration has been declared under the Indenture due to any Event of Default described under
“THE INDENTURES — Events of Default,” and there will be no remarketing of Bonds if there has
occurred and is continuing an Event of Default or a Default under the Indentore, except in the sole
digcretion of the Remarketing Agent.

The purchase price of Bonds tendered for purchase will be paid by the Paying Agent
from the following funds in the priority indicated: (i) proceeds of the remarketing of such Bonds by
the Remarketing Agent to persons other than the Company, its affiliates or the Issuer, (ii) proceeds
of the Liquidity Facility, if any, and (iil} proceeds of the remarketing of such Bonds by the
Remarketing Agent o the Company, its affiliates or the Issuer.

Payment of Purchase Price

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

When a book-entry-only system is not in effect, all Bonds to be purchased on any date
must be delivered to the Principal Office of the Paying Agent at or before (i) 12:00 noon, New York
City time, on the purchase date in the case of Bonds acerning interest at Auction or Weekly Rates;
(i) 1:00 p.m., New York City tiree, on the purchase date in the case of Bonds bearing interest at
Daily or Commercial Paper Rates; or (jii) 3:00 p.m., New York City time, on the purchase date in
the case of Bonds bearing interest at a Term Rate. If the holder of any Bond (or portion thereof)
that is subject to purchase fails to deliver such Bond to the Paying Agent for purchase on the
purchase date, and if the Paying Agent is in receipt of the purchase price, the Bond will be
purchased on the day fixed for purchase and ownership of such Bond (or portion thereof) will be
transferred to the purchaser. If on the purchase date the Paying Agent is in receipt of the purchase
price for all Bonds to be purchased on that purchase date, the holder of any such Bond will have no
further rights thereunder except the right to receive the purchase price thereof and, if the purchase
date coincides with an Interest Payment Date and if such holder was the holder of the Bond on the
Regular Record Date pertaining to the Interest Payment Date, such rights as the holder may have to
interest acerved to and uopaid on such Interest Payment Date.

Redemption

Optional Redemption. The Bonds will be subject to optional redemption by the Issuer
at the direction of the Company, in whole or in part, as follows:
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iy During any Auction, Daily or Weekly Rate Period, on any Interest Payment Date,
at a redemption price equal fo 100% of the principal amount thereof, plus accrued and unpaid
inferest, if any, to the redemption date.

(i) During any Commercial Paper Rate Period for a Bond, on the Interest Payment
Date for that Bond, at a redemption price equal to 100% of the principal amount thereof, plus
acerued and unpaid interest, if any, to the redemption date.

(i) During a Term Rate Period, on any date which occurs on or after the first day of
the optional redemption period, and at the redemption prices, expressed as a percentage of the
principal amount being redeemed, plus acerued and unpaid interest, if any, to the redemption date,
as follows:

Length of Term First Day of Optional
Rate Period Redemption Period Redemption Price
More than 15 years Tenth anniversary of 100%
commencement of Term
Rate Period
More than 10, but not Eighth anniversary of 100%
more than 15 years commencement of Term
Rate Period
More than 5, but not Fifth anniversary of 100%
more than 10 years commencement of Term
Rate Period
3 years or less Non-callable Non-callable

If at the time of the Company’s notice to the Trustee of a conversion to a Term Rate
Period (including a conversion friom a Term Rate Period to a Termt Rate Period of a different
duration), the Company satisfies certain conditions, including provision of an Opinion of Bond
Counsel that a change in the redemption provisions of the Bonds will not adversely affect the
exclusion from gross income of interest on the Bonds for federal income tax purposes, the
redemption periods and redemption prices may be revised, effective as of the date of such
conversion.

Extrgordinary Optiona! Redemption During a Term Rate Period. During a Term Rate
Period, the Bonds are subject to redemption by the Issuer in whole at a redemption price of 100% of
the principal amount redeemed, plus accrmed and unpaid interest fo the redemption date in whole
upon the occurrence of the event described below in paragraph (c) and in part upon the occurrence
of the other events described below in accordance with the applicable provisions of the Indenture.

{a)  The Project Facilities or the Generating Station are damaged or destroyed to
such an extent that (1) the Project Facilities or the Generating Station cannot
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reasonably be expected to be restored, within a period of six consectuitive months, to
the condition thereof immediately preceding such damage or destruction or (2) the
Company is reasonably expected to be prevented from camrying on its normal use
and operation of the Project Facilities or the Generating Station for a period of six
consecutive months. '

(b)  Title to, or the temporary use of, all or a significant part of the Project
Facilities or the Generating Station is taken under the exercise of the power of
eminent domain to such an extent that (1) the Project Facilities or the Generating
Station cannot reasonably be expected to be restored within a period of six
consecutive months fo a condition of usefulness comparable to that existing prior to
the taking or (2) the Company is reasonably expected to be prevented from carrying
on its normal use and operation of the Project Facilities or the Generating Station for
a period of six consecutive months.

()  As aresult of any changes in the Constitution of the State, the Constitution
of the United States of America or any state or federal laws or as a result of
legislative or administrative action (whether state or federal) or by final decree,
judgment or order of any court or administrative body (whether state or federal)
entered after any contest thereof by the Issuer or the Company in good faith, the
Loan Agreement becomes void or unenforceable or impossible of performance in
accordance with the intent and purpose of the parties as expressed in the Loan
Agreement,

(d)  Unreasonable burdens or excessive liabilities are imposed upon the Issuer or
the Company with respect to the Project Facilities or the Generating Station or the
operation thereof, including, without limitation, the imposition of federal, state or
other ad valorem, property, income or other taxes other than ad valorem tazes at the
rates presently levied upon privately owned property used for the same general
purpose as the Project Facilities or the Glenerating Station.

(e) Changes in the economic availability of raw materials, operating supplies,
energy sources or supplies or facilities (including, but not limited to, facilities in
connection with the disposal of industrial wastes) necessary for the operation of the
Project Facilities or the Generating Station occur or fechnological or other changes
occur which the Company cannot reasonably overcome or control and which in the
Company’s reasonable judgment render the Project Facilities or the Generating
Station uneconomic or obsolete for the Project Purposes.

H Any court ot administrative body enters a judgment, order or decree, or takes
administrative action, requiring the Company to cease all or any substantial part of
its operations served by the Project Facilities or the Generating Station to such extent
that the Company is or will be prevented from carrying on its normal operations at
the Project Facilities or the Generating Station for a period of six consecutive
months.

(g)  The termination by the Company of operations at the Generating Station.
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Mandatory Redemption Upon a Determination of Taxability. The Bonds are subject to
mandatory redemption by the Issuer at a redemption price of 100% of the principal amount thereof,
plus interest accrued to the redemption date, at the earliest practicable date selected by the Trustee,
after consultation with the Company, but in no event later than 180 days following the receipt by the
Trustee of notification of a Determination of Taxability, as defined below. Such redemption will be
either in whole or, if in the Opinion of Bond Counsel the Determination of Taxability will not apply
to Bonds remaining outstanding after such redemption, in part.

A “Determination of Taxability” means written notice from the Company of the
occurrence of a final decision, ruling or technical advice by any federal judicial or administrative
authority to the effect that, as a result of a failure by the Company to observe or perform any
covenant, agreement or obligation on ifs part to be observed or performed under the Loan
Agreement or the inaccuracy of any representation made by the Company in the Loan Agreement,
interest on any Bond is or was includable in the gross income of the owner of that Bond for federal
income tax purposes, other than an owner who is a “substantial user” of the Project or a “related
person” as those terms are used in Section 147(a) of the Internal Revenwe Code of 1986, as
amended (the “Code”); provided that, no decision by any court or decision, ruling or technical
advice by any administrative authority will be considered final () unless the owner involved in the
proceeding or action giving rise to such decision, ruling or technical advice (i) gives the Company
and the Trustee prompt notice of the commencement thereof and (ii) offers the Company the
opportunity to control the contest thereof, provided that the Company has agreed to bear all
expenses in connection therewith and fo indemnify the owner against all liabilities in connection
therewith, and (b) until the expiration of all periods for judicial review or appeal. A Determination
of Taxability will not result from the inclusion of interest on any Bond in the computation of the
alternative minimum tax imposed by Section 55 of the Code, the branch profits tax on fore1gn
corporations imposed by Section 884 of the Code or the tax imposed on net excess passive income
of certain § corporations under Section 1375 of the Code.

If the Indenture has been released in accordance with its terms prior to the occurrence of
a Determination of Taxability, the Bonds will not be subject to mandatory redemption.

Notice of Redemption. The Trustee will give notice of the redemption on behalf of the
Issuer by mailing a copy of the redemption notice by first class mail, postage prepaid, at least 30
days but not more than 90 days prior to the redemption date, to the owner of each Bond subject to
redemption in whole or in part and to the Auction Agent and the Bond Insurer. Failure to receive
any such notice, or any defect therein in respect of any Bond, will not affect the validity of the
redemption of any Bond. If at the time of mailing of the notice of redemption there has not been
deposited with the Trustee moneys sufficient to redeem all Bonds called for redemption, such notice
may state that it is conditional, subject to the deposit of moneys sufficient for the redemption. If
either (A} unconditional notice of redemption was mailed or (B) conditional notice was mailed and
the moneys sufficient to redeem all Bonds on the redemption date have been deposited with the
Trustee, then in either event, the Bonds and portions thereof called for redemption will become due
and payable on the redemption date, and upon presentation and surrender thereof at the place or

places specified in that notice, will be paid at the redemption price, plus interest accrued to the
redemption date.
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S0 long as Cede & Co., as nominee of DTC, is the registered owner of the Bonds, all
notices of redemption will be sent only to Cede & Co., and delivery of notice of redemption to the
Direct Participants, if any, will be solely the responsibility of DTC.

Book-Entry-Only System

Portions of the following information concerning DTC and DTC’s book-entry-only
system have been obtained from DTC. The Issuer, the Company, Bond Counsel and the
Underwriter make no representation as to the accuvacy of such information, See “THE BONDS
- Auction Rate Period — Depository” for information about DTC and its procedures relating to
Auction Rate Bonds.

The Depository Trust Company { “DTC"), New York, New York, will act as securities
depository for the Bonds. The Bonds will be issued as fully-registered bonds registered in the
name of Cede & Co. (DTC’s parmership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Bond certificate will be issued for each
series of Bonds, in the aggregate principal amount of such series, and will be deposited with DTC
or its custodian.

DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the
New York Banking Law, a member of the Fedéral Reserve System, a “clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursnant to the provigions of Section 17A of the Securities Exchange Act of 1934.
DTC holds and provides asset servicing for aver 2.2 million issues of U.8. and non-U.8. equity
issues, corporate and municipal debt issues, and money market instruments from over 100
countries that DTC’s participants { “Direct Participants 'y deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.8. and non-U.8. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation ( “DICC”). DTCC, in turn, is
owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Fixed Income Cleering Corporation, and Emerging Markets Clearing
Corporation (NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as both U8,
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
mdirectly ( “Indivect Participants "y, DTC has Standard & Poor’s highest rating: AAA, The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dtce.com and www.dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond ("Beneficial Owner”} is in turh to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
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from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the fransaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries made
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in Bonds, except in the
event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name
as may be requested by an authorized representative of DTC. The deposit of Bonds with DTC
and their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect

Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC fo Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject 1o any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue
are being redeemed, DTC’s practice is o defermine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect o Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.
Under its usual procedures, DTC mails an Ommibus Proxy to the Issuer as soon as possible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts Bonds are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Payments of principal of and interest on the Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to oredit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Issuer or Paying Agent, on payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street pame,” and will be the
responsibility of such Participant and not of DTC nor its nominee, the Paying Agent, the Issuer or
the Company, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of principal of and interest on the Bonds to Cede & Co. (or such other nominee as
may be requested by an authorized representative of DTC) is the responsibility of thé Issuer or
Paying Agent, disbursement or such payments to Direct Participants will be the responsibility of
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.
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A Beneficial Owner may give notice to elect to bave its Bonds purchased or tendered,
through its Participant, to the Paying Agent, and will effect delivery of such Bonds by causing the
Direct Participant fo transfer the Participant’s interest in the Bonds on DTC’s records to the
Paying Agent. The requirement for physical delivery of Bonds in connection with a demand for
purchase or a mandatory purchase will be deemed satisfied when the ownership rights in the
Bonds are transferred by Direct Participants on DTC’s records.

DTC may discontinue providing its services as depository with respect to the
Securities at any time by giving reasonable notice to the Issuer or Paying Agent. Under such
circumstances, in the event that a successor depository is not obtained, Bond certificates ave
required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Bond certificates will be printed and
delivered. '

The information in this section concerning DTC and DTC’s book-entry system has
been obtained from sources that the Issuer believes to be reliable, but the Issuer takes no
responsibility for the accuracy thereof.

8o long as Cede & Co., as nominee of DTC, is the registered owner of any of the
Bonds, the Beneficial Owners of such Bonds will not receive or have the right to receive physical
delivery of the Bonds, and references herein to the registered owners of such Bonds will mean
Cede & Co. and will not mean the Beneficial Owners of such Bonds.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITER AND THE TRUSTEE CANNOT AND DO NOT GIVE ANY
ASSURANCES THAT THE DIRECT PARTICIPANTS OR THE INDIRECT PARTICIPANTS
WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE BONDS (1) PAYMENTS OF
PRINCIPAL OF OR INTEREST AND PREMIUM, IF ANY, ON THE BONDS, (2)
CERTIFICATES REPRESENTING AN OWNERSHIP INTEREST OR OTHER
CONFIRMATION OF BENEFICTAL OWNERSHIP INTERESTS IN THE BONDS, OR (3)
NOTICES OF REDEMPTION OR OTHER NOTICES SENT TO DTC OR ITS NOMINEE,
CEDE & CO., AS THE REGISTERED OWNER OF THE BONDS, OR THAT THEY WILL
DO 80 ON A TIMELY BASIS OR THAT DTC, DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS WILL SERVE AND ACT IN THE MANNER DESCRIBED IN THIS
OFFICIAL STATEMENT. THE CURRENT “RULES” APPLICABLE TO DTC ARE ON
FILE WITH THE SEC, AND THE CURRENT “PROCEDURES” OF DTC TO BE
FOLLOWED IN DEALING WITH PARTICIPANTS MAY BE OBTAINED FROM DTC.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITER AND THE TRUSTEE WILL NOT HAVE ANY RESPONSIBILITY OR
OBLIGATIONS TO ANY DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS OR
THE PERSONS FOR WHOM THEY ACT WITH RESPECT TO: (1) THE ACCURACY OF
ANY RECORDS MAINTAINED BY DTC OR ANY SUCH DIRECT PARTICIPANT OR
INDIRECT PARTICIPANT; (2) THE PAYMENT BY ANY PARTICIPANT OF ANY
AMOUNT DUE TO THE BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL OR
REDEMPTION PRICE OF OR INTEREST ON THE BONDS; (3) THE DELIVERY BY ANY
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DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY NOTICE TGO ANY
BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED UNDER THE TERMS OF
THE INDENTURE TO BE GIVEN TO BONDHOLDERS; (4) THE SELECTION OF THE
BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL
REDEMPTION OF THE BONDS; OR (5) ANY CONSENT GIVEN OR OTHER ACTION
TAKEN BY DTC AS BONDHOLDER.

The book-entry-only system for registration of the ownership of the Bonds may be
discontinued at any time if: (i) DTC determines to resign as securities depository for the Bonds;
or (ii} the Company determines (and notifies the Issuer in writing of its determination and the
Issuer provides 30 days’ notice of such discontinnation to the Trustee and DTC) to discontinue
the system of book-entry transfers through DTC (or through a successor securities depository).
Upen occurrence of either such event, the Issuer may, at the request of the Company, attempt to
establish a securities depository bovk-entry relationship with another securities deposifory. If the
Issuer does not do so, or is unable 1o do so, and after the Issner has notified DTC and upon
surrender to the Trustee of the Bonds held by DTC, the lssuer will jssue and the Trustee will
authenticate and deliver the Bonds in registered certificate form in authorized denominations, at
the expense of the Company, to such Persons, and in such maturities and principal amounts, as
may be designated by DTC, but without any liability on the part of the Issuer, the Company or
the Trustee for the accuracy of such designation. In any such event (unless the Issuer appoints a
successor securities depository), the Bonds will be delivered in registered certificate form to such
persons, and in such maturities and principal amounts, as may be designated by DTC, but
without any liability on the part of the Issuer or the Trustee for the accuracy of such designation,
Whenever DTC requests the Issuer or the Trustee to do s0, the Issuer or the Trustee will
cooperate with DTC in taking appropriate action after reasonable notice to arrange for another
securities depository to maintain custody of certificates evidencing the Bonds.

Revision of Book-Entry-Only System; Replacement Bonds

In the event that the Issuer or the Trustee determines that DTC is incapable of
discharging iis responsibilities described in the Indenture and that it is in the best interest of the
Beneficial Owners of the Bonds that they be able to obtain certificated Bonds, the Issuer or the
Trustee will (i} appoint a successor Depository, qualified to act as such under Section 17A of the
Securities Bxchange Act of 1934, as amended, notify DTC and Participants, identified by DTC,
of the appointment of such successor Depository and transfer one or more separate Bonds to
such successor Depository or (i) notify DTC and Participants, identified by DTC, of the
availability through DTC of Bonds and transfer one or more separate Bonds to Participants,
identified by DTC, having Bonds credited to their DTC accounts. In such event, the Bonds wiil
no longer be restricted to being registered in the registration books of the Trustee in the name of
Cede & Co., as nominee of DTC, but may be registered in the name of the successor Depository,
or its nominee, or in whatever name or names Bondholders transferring or exchanging Bonds
designate, in accordance with the provisions of the Indenture.

Upon the written consent of 100% of the Beneficial Owners of the Bonds, the Trustee
will withdraw the Bonds from DTC, and authenticate and deliver Bonds fully registered io the
assignees of DTC or its nominee. If the request for such withdrawal is not the result of any
Issuer action or inaction, such withdrawal, authentication and delivery will be at the cost and
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expense (including costs of printing, preparing and delivering such Bonds) of the persons
requesting such withdrawal, anthentication and delivery.

In the event that the book-entry-only system is discontinued, the following provisions
will apply. The Bonds may be issued in Authorized Denominations. Bonds may be transferred
or exchanged in Authorized Denominations upon surrender of such Bonds at the principal office
of the Trustee, accompanied by an assignment satisfactory to the Trustee, duly executed by the
Owner or the Owner’s duly authorized attomey-in-fact. Neither the Issuer nor the Trustee will
be required to malke any such transfer or exchange of any Bond during the period beginning at
the opening of business 15 days immediately preceding the mailing of a notice of Bonds selected
for redemption and ending at the close of business on the day of such mailing, or, with respect to
a Bond, after such Bond or any portion thereof has been selected for redemption. The Issuer or
the Trustee may make a charge to the Owner for every transfer or exchange of a Bond sufficient
to reimburse it for any tax or other governmental charge required to be paid with respect to such
transfer or exchange, and may demand that such charge be paid before any new Bond is
delivered.

Insurance Agreement with Company

The following summarizes certain provisions of the Insurance Agreement, to which
reference is made for the detailed provisions thereof.

The Bond Insurer has agreed to issue the Bond Insurance Policies pursuant to the
~Insurance Agreement. Under the Insurance Agreement, the Company is obligated to reimburse-
the Bond fnsurer, immediately and unconditionally upon demand, for all payments made by the
Bond Insurer under the terms of the Bond Insurance Policies. The Company is also obligated to
comply with certain financial covenants specified in the Insurance Agreement. The Company
may not, without the prior written consent of the Bond Insurer, directly or indirectly, create any
Lien (as defined in the Insurance Agreement) upon any of its property or assets, except as
permitted thereunder; provided, that the Company may create a Lien on any of its property or
assets to secure indebtedness so long as concurrently with creating such Lien it causes the
Company’s obligations under the Insurance Agreement to be secured by such property or assets
on a parity with such indebtedness. The Insurance Agreement includes certain events of default,
including the failure of the Company to pay amounts owed thereunder to the Bond Insurer and
certain breaches by the Company of representations and watranties set forth therein. If any such
event of default should occur and be continuing, the Bond Insurer may, among other things,
notify the Trustee of such an event of default which would result in an “Event of Default” under
the Loan Agreements and the Indentures. See “THE LOAN AGREEMENTS - Events of
Default and Remedies” and “THE INDENTURES - Events of Default,”

THE BOND INSURER

The information relating to XL Capital Assurance Inc. contained herein has been
SJurnished solely by XL Capital Assurance Inc. No rvepresentation is made by the Underwriter,
the Remarketing Agent, the Issuer, Bond Counsel or the Company as to the accuracy or
adeguacy of such information or as to the absence of material adverse changes in the condition
of XL Capital Assurance Inc. subsequent to the date hereaf The following discussion does not
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purport to be complete and is quaiified in ils entivety by reference to the Bond Insurance
Policies, a specimen of the form of which is attached hereto as Appendix F. The Bond Insurer
accepts no responsibility for the accuracy or completeness of this Official Statement or any other
information or disclosure contained herein, or omitted herefrom, other than with respect to the
aceyracy of the information regarding the Bond Insurer and its affiliates set forth under this
heading. In addition, the Bond Insurer makes no representation regarding the Bonds or the
advisability of investing in the Bonds.,

General

XL Capital Assurance Inc. (the “Bonrd Insurer” or “XLCA™) is a monoline financial
guaranty insurance company incorporated under the laws of the State of New York. The Bond
Insurer is currently licensed to do insurance business in, and is subject to the insurance regulation
and supervision by, all 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands
and Singapore.

The Bond Insurer is an indirect wholly owned subsidiary of X1 Capital Lid, a
Cayman Islands exempted company (“XL Capital Ltd"). Through its subsidiaries, XL Capital
Ltd is a leading provider of insurance and reinsurance coverages and financial products and
services to industrial, commercial and professional service firms, insurance companies and other
enterprises on a worldwide basis. The ordinary shares of XL Capital Ltd are publicly traded in
the United States and listed on the New York Stock Exchange (NYSE: XL). XL Capital Ltd is
not ebligated to pay the debts of or claims against the Bond Insurer.

- The Bond Insurer was formerly known as The London Assurance of America Inc.
{“London™, which was incorporated on July 25, 1991 under the laws of the State of New York.
On February 22, 2001, XL Reinsvrance America Inc, (X7, Re””} acquired 100% of the stock of
London. XL Re merged iis former financial guaranfy subsidiary, known as XL Capital
Assurance Inc. (formed September 13, 1999) with and inio London, with London as the
surviving entity. London immediately changed its name to X1, Capital Assurance Inc, Al
previous business of London was 100% reinsured to Royal Indemuity Company, the previous
owner at the time of acquisition. Effective July I, 2006, XL Re transferred its ownership in
XLCA to XL Insurance {Bermuda) Lid,

XL Capital Ltd anmounced on April 7, 2006 that Security Capital Assurance Lid
(“SCA™), a newly-created holding company for XL Capital Ltd’s financial guaranty insurance
and reinsurance businesses conducted through XI.CA and XI. Financial Assurance Lid.
(“XLEA™), had filed a registration statement on Form 8-1 (the “Registration Statement’™) with the
Securities and Exchange Commission (the “Commission™) relating to a proposed initial public
offering of a portion of its common shares. For further information, investors should refer to the
Registration Statement.

Under the Registration Statement, a portion of SCA’s shares will be issued and sold
by SCA and a portion will be sold by SCA’s parent, XI. Insurance (Bermuda) Lid, as selling
shareholder. After the consummation of the offering, XL Capital Ltd is expected to beneficially
own approximately 65% of SCA’s outstanding shares.
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SCA. expects to use the proceeds it receives from the offering primarily for capital
contributions to its financial guaranty subsidiaries to support future business growth. SCA
intends to apply to have its shares listed on the New York Stock Exchange under the ticker
symbol “SCA”.

A copy of the Registration Statement is available on the Comumission’s website at
www.see.goy under Filings & Forms (EDGAR).

Reinsurance

The Bond Insurer has entered into a facultative quota share reinsurance agreement
with XLFA, an insurance company organized under the laws of Bermuda, and an affiliate of the
Bond Insurer. Pursuant to this reinsurance agreement, the Bond Insurer expects to cede up to
75% of its business to XLFA. The Bond Insurer may also cede reinsurance to third parties on a
transaction-specific basis, which cessions may be any or a combination of quota share, first loss
or excess of loss, Such reinsurance is used by the Bond Insurer as a risk management device and .
to comply with statutory and rating agency requirements and does not alter or limit the Bond
Insurer’s obligations under any financial guaranty insurance policy. With respect to any
transaction insured by .XLCA, the percentage of risk ceded to XLFA may be less than 75%
depending on certain factors including, without limitation, whether XL.CA. has obtained third
party reinsurance covering the risk. As a result, there can be no assurance as to the percentage
reinsured by XLFA of any given financial guaranty insurance policy issued by XLCA, including
the Bond Insurance Policies. .

Based on the audited financials of XLFA, as of December 31, 2005, XLFA had total
assets, liabilities, redeemable preferred shares and shareholders’ equity of $1,394,081,0600,
$704,007,000, $39,000,000 and $651,074,000, respectively, determined in accordance with
generally accepted accounting principles in the United States (“US GA4P”). XLFA’s insurance
financial strength is rated “Aaa” by Moody’s Investors Service, Inc. (“Moody sy and “AAA” by
Standard & Poor’s Ratings Services (“S&F") and Fitch Inc. (*Fitch™). In addition, XLFA has
obtained a financial enhancement rating of “AAA” from S&P.

The rating agencies have taken certain actions with respect to XL Capital Ltd and
various insurance operating subsidiaties of X1 Capital Ltd, as described below. On November
22, 2005, Moody’s downgraded the senior debt rating of X1 Capital Ltd from “A2” to “A3" and
downgraded the other insurance financial strength ratings of various insurance operating
subsidiaries of XL Capital Ltd {other than XLCA and XLFA) from “Aa2” to “Aa3”. On
November 28, 2005, S&P downgraded the senior debt rating of X1 Capital Ltd from “A” to “A-"
and downgraded the counterparty credit and financial strength ratings of various insurance
operating subsidiaries of XL Capital Ltd (other than XLCA and XLFA) from “AA-" fo “A+”.
On February 28, 2006, Fitch revised the long term issuer rating of XL Capital Ltd from “A-" to
“A”  On October 26, 2005, Fitch downgraded the Bond Insurer financial strength ratings of
various insurance operating subsidiaries of XL, Capital Lid (other than XLCA and XLFA) from
G‘AA’J! to G‘AA_?!.
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The ratings of XLFA or any other member of the XI. Capital Ltd group of conipanies
are not recommendations to buy, sell or hold securities, including the Bonds and are subject to
revision or withdrawal at any time by Moody’s, S&P or Fitch.

Notwithstanding the capital support provided to the Bond Insurer described in this
section, the Bondholders will have direct recourse against the Bond Insurer only, and XLFA will
nof be directly liable to the Bondholders.

Financial Strergth and Financial Enhancement Ratings of XL.CA

The Bond Insurer’s insurance financial strength is rated “Aaa” by Moody’s and
“AAA” by S&P and Fitch. In addition, XLCA has obtained a financial enhancement rating of
“AAA” from S&P. These ratings reflect Moody’s, S&P and Fitch’s current assessment of the
Bond Insurer’s creditworthiness and claims-paying ability as well as the reinsurance arrangement
with XLFA described under “Reinsurance” above.

The above ratings are not recommendations to buy, sell or hold securities, including
the Bonds and are subject to revision or withdrawal at emy time by Moody'’s, S&P or Fitch. Any
downward revision or withdrawal of these ratings may have an adverse effect on the market
price of the Bonds. The Bond Insurer does not guaranty the market price of the Bonds nor does
it guaranty that the ratings on the Bonds will not be revised or withdrawn.

Capitalization of the Bond Insurer

Based on the audited financials of XLCA, as of December 31, 2005, XLCA had total
assets, llabilities, and shareholder’s equity of $953,706,000, $726,758,000, and $226,948,000,
respectively, determined in accordance with U.8, GAAP,

Based on the audited statutory financial statements for XLCA as of December 31,
2005 filed with the State of New York Insurance Department, XL.CA has total admitted assets of
$328,231,000, total liabilities of $139,392,000, total capital and surplus of $188,839,000 and
total contingency reserves of $13,031,000 determined in accordance with statutory accounting
practices prescribed or permitied by insurance regulatory authorities (“S4AP™).

Incorporation by Reference ¢f Financials

For further information concerning XLCA and XLFA, see the financial statements of
X1L.CA and XLFA, and the notes thereto, incorporated by reference in this Official Statement.
The financial statements of XLCA and XLFA are included as exhibits to the periodic reports
filed with the Commission by XI. Capital Ltd and may be reviewed at the EDGAR website
maintained by the Commission. All financial statements of XLCA and XLFA included in, or as
exhibits to, documents filed by XL Capital Ltd pursuant to Section 13(a), 13(c), 14 or 15(d) of
the Securities Exchange Act of 1934 on or prior to the date of this Official Statement, or after the
date of this Official Statement but prior to termination of the offering of the Bonds, shall be
deemed incorporated by reference in this Official Statement. Except for the financial statements
of XL.CA and XLFA, no other information contained in XL Capital Ltd’s reports filed with the
Commission is incorporated by reference. Copies of the statutory quartetly and annual
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statements filed with the State of New York Insurance Department by XLCA are available upon
request fo the State of New York Insurance Department.

Regulation of the Bond Insurer

The Bond Insurer is regulated by the Superintendent of Insurance of the State of New
York. In addition, the Bond Insurer is subject to regulation by the insurance laws and regulations
of the other jurisdictions in which it is licensed. As a financial gparanty ingurance company
licensed in the State of New York, the Bond Insurer is subject to Article 69 of the New York
Insurance Law, which, among other things, limits the business of each insurer to financial
guaranty insurance and related lines, prescribes minimmm standards of solvency, including
minimum capital requirements, establishes contingency, loss and unearned premium reserve
requirements, requires the maintenance of minimum surplus to policyholders and limits the
aggregate amount of insurance which may be written and the maximum size of any single risk
exposure which may be assumed. The Bond Insurer is also required to file detailed annual
financial statements with the New York Insurance Department and similar supervisory agencies
in each of the other furisdictions in which it is licensed.

The extent of state insurance regulation and supervision varies by jurisdiction, but
New York and most other jurisdictions have laws and regulations prescribing permitted
investments and governing the payment of dividends, fransactions with affiliates, mergers,
consolidations, acquisitions or sales of assets and incurrence of Habilities for borrowings.

THE FINANCIAL GUARANTY INSURANCE POLICIES ISSUED BY THE
BOND INSURER, INCLUDING THE BOND INSURANCE POLICIES, ARE NOT
COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND
SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW,

The principal executive offices of the Bond Insuzer are located at 1221 Avenue of the
Americas, New York, New York 10020 and its telephone number at this address is (212) 478-
3400, :

‘THE LOAN AGREEMENTS

Each Loan Agreement is separate from and will opervate independently of the other Loan
Agreement, and the occurrence of an Event of Defauit under one Loan Agreement will not, in and of
itself, constitute an Event of Default under the other Loan Agreement. The Loan Agreemenis
contains substantially identical terms and provisions. Al references in this summary to the Bonds,
the Issuer, the Indenture, the Loan Agreement and other defined terms should be read as referring
separately to each series of the Bonds and the related Indenture, Loan Agreement and other defined
terms. Reference is made to each Loun Agreement for the detalled provisions thereof.

Loan of Proceeds

The Loan Agreement provides for the refinancing by the Issuer of the Project,
construction of which has been completed. Under the Loan Agreement, the Issuer will loan the
proceeds of the Bonds to the Company to be used to pay a portion of the cost of redeeming the
Refimded Bonds. See “APPLICATION OF PROCEEDS.”
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Loan Payments

The Company is obligated 1o make Loan Payments under the Loan Agreement which
correspond, as fo time, and are equal in amount, to the amount then payable as principal of and
premium, if any, and interest on the Bonds. All payments under the Loan Agreement related to the
Loan will be assigned to the Trustee, and the Company will make such payments directly to the
Trustee for the account of the Issuer and for deposit in the Bond Fund created under the Indenture.

Obligation to Purchase Bonds

The Company will agree to pay or cause to be paid to the Trustee or the Paying Agent,
on or before each day on which Bonds may be or are required to be tendered for purchase, amounts
equal to the amounts to be paid by the Trustee or the Paying Agent with respect to the Bonds
tendered for purchase on such dates pursuant to the Indenture; provided, however, that the
obligation of the Company to make any such payment will be reduced by the amount of (A) moneys
paid by the Remarketing Agent as proceeds of the remarketing of such Bonds by the Remarketing
Agent, (B) moneys drawn under a Liguidity Facility, if any, for the purpose of paying such
purchase price and (C) other moneys made available by the Company.

Term of Loan Agreement

The Loan Agreement will remain in full force and effect until such time as (i) all of the
Bonds are fully paid {or provision has been made for such payment) and the Indenture has been
released pursuant o the terms thereof and (i) all other sums payable by the Company under the'
Loan Agreement have been paid.

Maintenance and Modification

During the term of the Loan Agreement, the Company will use its best efforts to keep
and maintain the Project in good repair and good operating condifion so that the Project will
continue to constitute Pollution Control Facilities (as defined in the Loan Agreement) for the
purposes of the operation thereof.

Subject to certain conditions, the Company has the right, from time to time, to remodel
the Project or make additions, modifications and improvements thereto, the cost of which must be
paid by the Company. The Company also has the right, subject to certain conditions, to substitute
or remove any portion of the Project.

Maintenance of Existence

The Company will agree that during the term of the Loan Agreement it will maintain its
existence, will not dissolve or otherwise dispose of all or substantially all of its assets and will not
consolidate with or merge into another corporation or other entity or permit one or more other
corporations or other entities to consolidate with or merge into it; provided that the Company may
consolidate with or merge into another corporation or other entity, or permit one or more other
entities to consolidate with or merge into it, or sell or otherwise transfer to another entity all or
substantially all of its assets as an entirety and thereafier dissolve, provided the surviving, resulting
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or transferce entity, as the case may be (if other than the Company), is a corporation or other entity
organized and existing under the laws of one of the states of the United States, and assumes in
writing all of the obligations of the Company under the Loan Agreement and, if not organized under
the laws of Kentucky, is qualified to do business in the State.

Tax Covenant

The Company will covenant and represent in the Loan Agreement that it has taken and
caused to be taken and will take and cause to be taken all actions that may be required of it for the
interest on the Bonds to be and remain excluded from the gross income of the owners thereof for
federal income tax purposes, and that it bas not taken or permitted to be taken on its behalf, and it
will not take or permit to be taken on its behalf, any action which, if taken, would adversely affect
that exclusion under the provisions of the Code. '

Assignetent by Company

Notwithstanding any other provisions of the Loan Agreement, the Loan Agreement may
be assigned in whole or in part by the Company and the Project may be sold or conveyed by the
Company without the necessity of obtaining the consent of either the Issuer or the Trustee and after
providing written notice to the Issuer but, subject, however, to each of the following conditions:-

{a) the Company must provide the Trustee and the Remarketing Agent with an
Opinion of Bond Counsel that such action will not affect the exclusion of interest on
the Bonds for federal income tax purposes; '

(b)  the Company must, within 30 days after the execution thereof, furnish or cause
to be furnished to the Issuer and the Trustee a true and complete copy of each such
assignment together with any instrument of assumption; and

{©) Any assignment from the Company may not materially impair fulfillment of the
Project Purposes to be accomplished by operation of the Project as provided in the Loan
Agreement, '

Events of Default and‘Remedies

The Loan Agreement provides that the occurrence of each of the following events will
constitute an “event of default”™

(a) The occurrence of an event of defauli described in paragraphs (a), (b}, (¢) or (&)
under “THE INDENTURES--Events of Default”;

(b)  Failure by the Company to observe and perform any other agreement, term or
condition contained in the Loan Agreement, other than a failure as has resulted in an
event of default described in (a) above, which failure continues for a period of 9G days
after notice by the Issuer or the Trustee, or for such longer period as the Issuer and the
Trustee agree to in writing; provided, that such failure will not constitute an event of
default so long as the Company institutes curative action within the applicable period
and diligently pursues that action to completion within 150 days after the expiration of
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the initial 90 day cure period or within such longer period as the Issuer and the Trustee
may agree to in writing,

(©) The receipt by the Trustee of written notice from the Bond Insurer that an event
of defaunlt has occurred and is continuing under the Insurance Agreement; and

(@)  The ocourrence of cerfain voluntary or involuntary events of bankruptey,
reorganization or receivership with respect to the Company.

A failure by the Company described in paragraph (b) above will not be a defanit if it
occurs by reason of certain evenis of “force majeure” specified in the Loan Agreement not
reasonably within the confrol of the Company.

Whenever any eveni of default under the Loan Agreement has happened and is
subsisting, either or both of the following remedial steps may be taken by the Issuer or the Trustee:

{a)  Have access fo, inspecf, examine and make copies of the books, records,
accounts, and financial data of the Company, only, however, insofar as they pertain to
the Project; or

(b)  Pursue all remedies existing at law or in equity to recover all amounts then due
and thereafter to become due under the Loan Agreement or to enforce performance and
observance of any other obligation or agreement of the Company under the Loan
Agreement.

Any amounts collected pursuant to action taken upon the happening of an event of
default will be paid info the Bond Fund and applied pursuant to the Indenture,

Amendment to the Loan Agreement

The Indenture provides that the Loan Agreement may be amended without the consent
of or notice to the holders of the Bonds only as may be required (i) by the provisions of the Loan
Agreement or the Indenture, (i) for the purpose of curing any ambiguity, inconsistency or formal
defect or omission therein, (iii) in connection with an amendment of the Indenture not requiring the
consent of holders, or (iv) in connection with any other change therein which, in the judgment of the
Trustee, is not to the prejudice of the Trusiee or the holders of the Bonds. The Loan Agreement
may be amended, but only with the consent of the holders of all of the outstanding Bonds, to change
the amounts or times as of which Loan Payments under the Loan Agreement are required to be
made. Any other amendments to the Loan Agreement may be made only with the written approval
or consent of the holders of not less than a majority in aggregate principal amount of the Bonds
outstanding. No amendment o the Loan Agreement will be effective without the consent of fhe
Bond Insurer (such consent 1ot to be unreasonably denied).

Before the Issuer and the Trustee may consent to any amendment to the Loan
Agreement, there must be delivered to the Trustee an Opinion of Bond Counsel stating that such
amendment is authorized or permitted by the Act and is authorized under the Indenture, that such
amendment will, upon the execution and delivery thereof, be valid and binding in accordance with
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its terms, and that such amendment will not adversely affect the exclusion from gross income of the
interest on the Bonds for federal income tax purposes.

THE INDENTURES

Each Indenture is separate from and will operate independently of the other Indenture
and the occurrence of an Event of Default under one Indenture will not, in and of itself, constitute
an Event of Default under the other Indenture. The Indentures contains substantially identical
terms and provisions. All references in this summary to the Bonds, the Issuer, the Indenture, the
Loan Agreement, the Bond Insurance Policy and other defined terms should be read as referring
separately to each series of the Bonds and the related Indenture, Loan Agreement, Bond Insurance
Policy and other defined terms. Reference is made to each Indenture for the detailed provisions
thereof. ‘

Pledge of Revenues

Pursuant to the Indenture, all rght, title and interest of the Issuer in and to the
“Revenmes” (as defined below) and under the Loan Agreement (except for certain rights of the
Issuer), will be pledged or assigned to the Trustee to secure the payment of the principal or
rederoption price of and interest on the Bonds.

“Revenues” are defined to mean: (a) the Loan Payments, (b) all other moneys received
or 1o be received by the Issuer (excluding any fees paid to the Issuer and all Unassigned Issuer
Rights) or the Trustee in respect of repayment of the Loan including, without Iimitation, all moneys
and investments in the Bond Fund, {¢) any mioneys and investments in the Refunding Fund, and (d)
all income and profit from the investment of the foregoing moneys. The term “Revenues” does not
inchide any moneys or investments in the Rebate Fund or the Bond Purchase Fund as those terms
are defiped in the Indenture.

Application of Proceeds

The proceeds from the initial sale of the Bonds will be deposited in the Refunding Fund,
established with the Trustee, to refinance the Project and, together with the proceeds of the
investment thereof and other moneys provided by the Company, will be applied to refund and
redeem the Refunded Bonds. See “APPLICATION OF PROCEEDS.”

Bond Fund

A Bond Fund will be established with the Issuer and maintained by the Trustee a5 a trust
fund under the Indenture. The amounts with respect to the payment of principal of and premium, if
any, and interest on the Bonds derived under the Loan Agreement and certain other amounts
specified in the Indenture will be deposited in the Bond Fund. While the Bonds are outstanding,
moneys in the Bond Fund will be used solely for the payment of the principal or redemption price of
and interest on the Bonds as they become due on any Interest Payment Date or at stated maturity, by
redemption or upon acceleration.
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Bond Purchase Fund

A Bond Purchase Fund will be established and maintained by the Paying Agent for the
deposit of amounts to be used to pay the purchase price of Bonds, Moneys in the Bond Purchase
Fund will be used solely for the payment of the purchase price of Bonds. Moneys in the Bond
" Purchase Fund will not be pledged to the payment of the principal of or interest or any premium on
the Bonds and will not be invested.

Investments

Any moneys held as a part of the Refunding Fund, the Bond Fund and the Rebate Fund
will be invested and reinvested by the Trustee as provided in the Indenture. Any such investments
will be held by or under the control of the Trustee and will be deemed at all times a part of the
respective Fund.

Events of Default

So long as the Bond Insurance Policy is in effect, the Bond Insurer will be entitled to
control and direct the enforcement of all rights and remedies granted to the Bondholders and the
Trustee for the benefit of the Bondholders, including, without Hmitation: (i) the right to
aceelerate the principal of the Bonds and (i) the right to annul any declaration of acceleration,
and the Bond Insurer also will be entitled to approve all waivers of events of defauit,

The Indenture provides that each of the following events will constitute an “Event of
Default” therevnder: :

{a) Payment of any interest on any Bond is not made when it becomes due and
payable;

(b)  Payment of the principal or redemption price of any Bond is not made when it
becomes due and payable, whether at stated maturity, by redemption, by acceleration
or otherwise;

©) Payment of the purchase price of any Bond tendered for purchase pursuant to the
provisions of the Indenture is not made when due and payable;

{d) Failure by the Issuer {o observe or perform any other covenant, agreement or
obligation on its part to be observed or performed contained in the Bonds or the
Indenture (other than a failure described in paragraphs (a), (b) or (¢) above), which
failure has continued for a period of 90 days after written notice {or for such longer
period as the Trosiee may agree to in writing), by registered or certified mail, to the
Issuer and the Company given by the Trustee, either in its discretion or at the written
request of the holders of not less than 35% in aggregate principal amount of Bonds then
outstanding; provided, that failure will not constitute an Event of Default so long as
the Issuer institutes curative action within the applicable period and diligently pursues
that action to completion within 130 days after the expiration of the initial cure period
as determined above, or within such longer period as the Trustee may agree to in
writing; or
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(e) The occurrence and continuance of an event of default as described in
paragraphs (b), (¢) or (d) under “THE LOAN AGREEMENTS — Events of Default.”

Remedies

Upon the occurrence and continuance of any Event of Default described under “Events
of Default” above, (i) at the written direction of the Bond Insurer or (i) upon the written request of
the holders of not less than 35% in aggregate principal amount of Bonds then outstanding and with
the written consent of the Bond Insurer, in cither event, the Trustee, by written notice to the Issuer
and the Company, must declare the principal of all Bonds then outstanding (if not then due and
payable), and the accrued and wnpaid interest thereon, to be due and payable immediately.

Interest on the Bonds will accrue at the rates per anmum borne by the Bonds to the date
determined by the Trustee for the tender of payment to the holders pursuant to that declaration;
provided, that interest on any unpaid principal of Bonds outstanding will continue to accrue from
the date determined by the Trustee for the tender of payment to the holders of those Bonds until that
principal amount has been paid or made available to the Trustee for the benefit of the holders. The
Trustee will give immediate written notice of such declaration by mail to the holders of all Bonds
then outstanding. :

The provisions above are subject to the condition that if at any tine after declaration of
acceleration and prior to the entry of a judgment in a court for enforcement (after an opportunity for
hearing by the Issuer and the Company), all sums payable (except the principal of and interest on
Bonds which have not reached their stated maturity dates but which are due and'payable solely by

“reason of that declaration of acceleration), plus interest to the extent permitted by law on any
overdue installments of interest at the rate then borne by the Bonds, have been duly paid or
provision therefor baving been made by deposit with the Trustee or Paying Agent and all existing
Events of Default have been cured, then such payment or provision for payment will constitute an
autornatic waiver of the Event of Default and its consequences and will constitute an automatic
rescission and annulment of that declaration. :

If an Event of Default occurs and is continuing, the Trustee, before or after the principal
of the Bonds becomes immediately due and payable, may pursue any available remedy to enforce
the payment of principal of, premium, if any, and interest on the Bonds or the observance and
performance of any other covenant, agreement or obligation under the Indenture, the Loan
Agreement or any other instrument providing security for the Bonds. If, upon the occurrence and
continuance of an Event of Default, the Trustee is directed so to do by the Bond Insurer or requested
s0 to do by the holders of at least 35% in aggregate principal amount of Bonds outstanding and with
the written consent of the Bond Insurer, the Trustee will be required to exercise any rights and
powers conferred by, and subject to, the Indenture.

The Bond Insurer will have the right or, with the consent of the Bond Insurer, the
holders of a majority in aggregate principal amount of Bonds then outstanding will have the right at
any time to direct, by an instrument or document or instruments or documents in writing executed
and delivered to the Trustee, the time, method and place of conducting all proceedings to be taken in
connection with the enforcement of the ferms and conditions of the Indenture or any other
proceedings thereunder; provided, that (i) any direction may not be other than in accordance with
the provisions of law and of the Indenture, (ii} the Trustee must be indemnified as provided in the
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Indenture, (iii) the Trustee may take any other action which it deems to be proper and which is not
inconsistent with the direction and (iv) the Bond Insurer will have no rights in respect of remedies
against the Bond Insurer.

All moneys received under the Indenture by the Trustee upon the occurrence of an Event
of Default (provided that moneys received under the Bond Insurance Policy will be used only for
payreent of principal of and interest then due on the Bonds) will be applied first to the payment of
the costs and expenses of the proceedings resulting in the collection of such money and of the fees
and expenses incurred by the Trustee, and the balance of such money will be deposited in the Bond
Fund and applied to the payment of the principal of and premium, if any, and interest on the Bonds
in the manner and in the priorities set forth in the Indenture. The Trustee will have a first Hen
against the trust estate, payable prior to debt service on the Bonds, provided, however, that moneys
received under the Bond Insurance Policy will be used only for payment of the principal of and
nterest then due on the Bonds.

No holder of any Bond will have any right to institute any suit, action or proceeding for
the enforcement of the Indenture or for the exercise of any other remedy under the Indenture, unless
(i) an Event of Defanit has occurred and is continuing and the Trustee has or is deemed to have
notice of the same, (i) the holders of not less than 35% in aggregate principal amount of the then
outstanding Bonds have made written request o the Trustee and have afforded the Trustee
reasonable opportunity to proceed to exercise the remedies, rights and powers granted by the
Indenture or to institute a suit, action or proceeding in its own name and have offered to the Trusiee
satisfactory indemnity as provided in the Indenture, and (iif) the Trustee thereafter has failed or
refused o exercise the remedies, rights and powers granted under the Indenture or to institute such
action, suit or proceeding in its own name. Notwithstanding the foregoing, each holder of a Bond
will have a right to enforce the payment of the principal of and premium, if any, and interest on any
Bond held or owned by that holder at and after the maturity thereof at the place, from the sources
and in the manner expressed in said Bond.

Sapplemental Indentures

_ The Issuer and the Trustee may, with the consent of the Bond Insurer (such consent not
to be unreasonably denied) and without the consent of, or notice to, any holder of a Bond, enter into
supplemental indentores which will not, in the opinion of the Issuer and the Trustee, be inconsistent
with the Indenture for any one or more of the following purposes:

(8) To cure any ambignily, inconsistency or formal defect or omission in the
Indenture;

(by  To grant to or confer upon the Trustee for the benefit of the holders of the Bonds
any additional rights, remedies, powers or authority that lawfully may be granted to or
conferred upon the holders or the Trustes;

{©) To assign additional revenues under the Indenture;

{(d)  To accept additional security and instruments and documents of further

assurance with respect to the Project, including without limitation, first mortgage bonds
of the Company;
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(&)  To add to the covenants, agreements and obligations of the Issuer under the
Indenture, other covenants, agreements and obligations to be observed for the protection
of the holders of the Bonds, or to swrender or limit any right, power or authority
reserved to or conferred upon the Issuer in the Indenture;

0 To evidence any succession to the Issuer and the assumption by its successor of
the covenants, agreements and obligations of the Issuer under the Indenture, the Loan
Agreement and the Bonds;

(& To permit the exchange of Bonds, at the option of the holder or holders thereof,
for coupon Bonds payable to bearer, if the Trustee has received an Opinion of Bond
Counsel to the effect that the exchange would not adversely affect the exclusion from
gross income for federal income tax purposes of the interest on the Bonds outstanding;

(h)  To permit the transfer of Bonds from one Depository to another, and the
succession of Depositories, or the withdrawal of Bonds issued to a Depository for use in
a book entry system and the issuance of replacement Bonds in fully registered form to
others than a Depository;

® ‘To permit the Trustee to comply with any obligati_ons imposed upon it by law,;
@ To specify further the duties and responsibilities of, and to define finther the

relationship among, the Trustee, the Registrar, the Bond Insurer, the Auction Agent, the
~ Remarketing Agent and any authenticating agents or Paymg Agenis;

()  To achieve compliance of the Indenture with any applicable federal securities or
tax law;

O To make amendments to the provisions of the Indenture relating to arbitrage
matters under Section 148(f) of the Code, if, in the opinion of Bond Counsel, those
amendments would not adversely affect the exclusion from gross income for federal
income tax purposes of the interest on the Bonds outstanding;

(m) To make any amendments appropriate or necessary to provide for or facilitate
the delivery of any Liquidity Facility;

(m)  Prior to, or concurrently with, the conversion of the Bonds from a Daily,
Weekly, Commercial Paper, or Term Rate Period to an Auction Rate Period, to make
any amendmenis appropriate or necessary with respect to the Auction Rate
Procedures and any definitions or provisions in the Indenture or exhibiis thereto in
order to provide for or facilitate the marketability of Auction Rate Bonds; and

(0)  To pemmit any other amendment which, in the judgment of the Trustee, is not to
the prejudice of the Trustee or the holders of the Bonds.

Exclusive of such supplemental indentures, the holders of not less than a majority in

aggregate principal amount of the Bonds then outstanding, with the written consent of the Bond
Insurer (such consent not to be unreasonably denied) and, if required by the Indenture, of the
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Company, will have the right to consent to and approve any supplemental indenture, except that no
supplemental indenture will permit:

()  An extension of the maturity of the principal of or the date for payment of
interest on any Bond, a reduction in the principal amount of any Bond or the rate of
fnterest or preminm thereom, a reduction in the purchase price of any Bond or an
extension of the date for payment of the purchase price of any Bond without the consent
of the holder of each Bond so affected; or

{b)  Thecreation of a privilege or priority of any Bond or Bonds over any other Bond
or Bonds, or a reduction in the aggregate principal amount of the Bonds required for
consent to a supplemental indenture, without the consent of the holders of all of the
Bonds then outstanding,.

Any supplemental indenture which affects the rights or obligations of the Company
requires the written consent of the Company. Before the Issuer and the Trustee may enter into any
supplemental indenture, there must be delivered to the Trustee an Opinjon of Bond Counsel stating
that such supplemental indenture is authorized or permitied by the Act and is authorized under the
Indenture, that such supplemental indenture will, upon the execution and delivery thereof, be valid
and binding in accordance with its terms, and that such supplemental indenture will not adversely
affect the exclusion from gross income of interest on the Bonds for federal income tax purposes.

Discharge of Indenture

The lien created by the Indenture will be discharged when the Issuer pays or causes o be
paid, or if there otherwise is paid, to or for the holders of the Bonds the principal, premium, if any,
and interest due or 1o become due thereon and provision is alse made for the payment of all other
sums payable pursuant to the provisions of the Indenfure and the Loan Agreement.

All of the Bonds will be deemed to have been paid and discharged within the meaning
of the Indenture if:

& The Trustee as paying agent and any Paying Agents have received, in trust for
and irrevocably committed thereto, sufficient moneys, or

(bY  The Trustee has received, in frust for and imevocably committed thereto,
noncallable and nonprepayable Government Obligations which are cerified by an
independent public accounting firm of national reputation (with a copy of the
certification being delivered fo the Rating Agencies) to be of such maturities or
redemption dates and interest payment dates, and to bear such interest as will be
sufficient together with moneys referred to in (a) above, without farther investment or
reinvestinent of efther the principal amount thereof or the interest earnings therefrom, for
the payment of all principal of and premdum, if any, and interest on such Bonds (interest
will be calculated at the maximum interest rate permitted to be bome by the Bonds
pursuant to the Indenture unless the Bonds are in a Term Rate Period and the Bonds will
mature or be redeemed on or prior to the last day of such Term Rate Pericd) at their
maturity or redemption dates, as the case may be; provided, that if any of such Bonds are
10 be redeemed prior to maturity, notice of such redemption must have been duly given
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or irrevocable provision satisfactory to the Trustee must have been duly made for the
giving of such notice.

“Government Obligations™ are defined to mean (a) U.S. Treasury Certificates, Notes
and Bonds (including State and Local Government Series — (SL.Gs); (b) direct obligations of the
U.8. Treasury which have been stripped by the U.S. Treasury itself; (c) securities of the
Resolution Funding Corp. (REFCORP) provided that only the interest component of REFCORP
strips which have been stripped by request to the Federal Reserve Bank of New York in book
entry form are acceptable; (d) pre-refunded municipal bonds rated “Aaa” by Moody’s and
“AAA” by S&P provided however that if the issue is only rated by S&P (i.e., there is no
Moody’s rating) then the pre-refunded bonds must have been pre-refunded with cash, direct U.S.
or U.8. guaranteed obligations, or AAA rated pre-refunded .municipals; and (e) obligations
issued by the following agencies which are backed by the full faith and credit of the U.S.: (i)
U.8. Export-Import Bank (Eximbank) direct obligations or fully guaranteed certificates of
beneficial ownership; (i) Farmers Home Administration (FmHA); (iti) Federal Financing Bank;
(iv) General Services Administration participation certificates; (v) U.S. Maritime Administration
Guaranteed Title X1 financing; and (vi)} U.S. Department of Housing and Urban Development
(HUD) project notes, local authority bonds, New Communities Debentures — U.S. government
guaranteed debentures, and U.S. Public Housing Notes and Bonds — U.8. government guaranteed
public housing notes and bonds.

Notwithstanding anything herein to the contrary, in the event that the principal and/or
interest due on the Bonds shall be paid by the Bond Insurer pursuant to the Bond Insurance
Policy, the Bonds will remain outstanding for all purposes, not be defeased or otherwise satisfied
and not be considered paid by the Issuer, and the assignment and pledge of the trust estate and all
covenants, agreements and other obligations of the Issuer to the registered bondholders will
contitme to exist and will run to the benefit of the Bond Insurer, and the Bond Insurer will be
subrogated to the rights of such registered bondhoiders.

Liquidity Facility

The Company may deliver a Ligquidity Facility to the Trustee on any Interest Payment
Date upon which the Bonds are subject to optional redemption or, if the Bonds are in a Term Rate
Period, the last Interest Payment Date for that Term Rate Period. Any such Liquidity Facility is
required to provide for direct payments to or upon the order of the Trustee of the principal and
purchase price of and interest on the Bonds when due. The Bond Insurer must consent in writing
to the delivery of any Liquidity Facility or waive in writing any requirement to deliver a
Liguidity Facility {such consent or waiver not t0 be unreasonably denied). Any Liguidity
Facility will be subject to the prior written consent of the Bond Insurer (such consent not to be
unreasonably denied).
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Rights of Bond Insurer

The Indenture grants certain rights to the Bond Insurer. In addition to those rights, the
Bond Insurer will, to the extent it makes payment of principal of or interest on the Bonds, become
subrogated to the rights of the recipients of such payments in accordance with the terms of the Bond
Insurance Policy. If an Event of Default occurs, the Bond Insurer will have the right to institute any

suit, action or proceeding at law or in equity under the same tenns as a Bondholder may institute
any action under the Indenture,

To the extent that the Indenture confers upon or gives or grants to the Bond Insurer any
right, reredy or claim under or by reason of the Indenture, the Bond Insurer is explicitly recognized
under the Indenture as being a third-party beneficiary thereof and may enforce any such right,
remedy or claim conferred, given or granted thereunder.

As long as the Bond Insurance Policy is in full force and effect with respect to the Bonds
and the Bond Insurer is not in default thereunder: (a) any provision of the Indenture expressly
recognizing or granting rights in or to the Bond Insurer may not be amended in any manner which
affects the rights of the Bond Tnsurer thereunder without the prior written consent of the Bond
Insurer; (b) any action under the Indenture which requires the consent or approval of Bondholders
will, in addition to such approval, be subject to the prior written consent of the Bond Insurer; {(c)
upon occurrence and conthmence of an Event of Default, and subject to cerfain indemnification
provisions, the Bond Insurer will be entitled to control and direct the enforcement of all rights and
remedies granted to the Bondholders or the Trustee for the benefit of the Bondholders under the
Indenture including, without limitation, (i) the right to accelerate the principal of the Bonds and (if)
the right to annul any declaration of acceleration, and the Bond Insurer will also be entitled to
approve all waivers of Events of Default; and (d) the Bond Insurer will be entitied to receive copies
of notices, certificates and other documents received by the Trustee pursuant to the Indenfure and

notification of any failure to provide any such document as required by the Indenture or the Loan
Agreement.

Notwithstanding anything in the Indenture to the contrary, in the event that the principal
or interest due on the Bonds is paid by the Bond Insurer pursnant fo the Bond Insurance Policy, the
Bonds will remain outstanding for all purposes, not be defeased or otherwise satisfied and not be
considered paid by the Issuer, and the assignment and pledge of the trust estate and all covenants,
agreements and other obligations of the Issuer o the Bondholders will continue to exist and yun to
the bepefit of the Bond Insurer, and the Bond Insurer will be subrogated to the rights of the
Bondholders,

No Personal Liability of Issuer’s Officials

No covenant, stipulation, obligation or agreement of the Issuer contained in the
Indenture will be or be deemed to be a covenant, stipulation, obligation or agreement of any present
or future member, officer, agent or employee of the Issuer in other than his or her official capacity.
No official of the Issuer executing the Bonds, the Indenture or the Loan Agreement {or amendments
or supplements to either) will be liable personally on the Bonds or be subject fo any personal
tability or accountability by reason of the issuance thereof or the execution of the Indenture or the
Loan Agreement (or amendments or supplements to either).
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The Trustee

Except for any period during which an Event of Default, of which the Trustee has been
notified or is deemed to have knowledge, has occurred and is continuing, the Trustee (i) will
undertake to perform only the duties specifically set forth in the Indenture and (ii) in the absence of
bad faith on its part, may rely conclusively upon the truth of the statements and the correctness of
the opinions furnished to it pursuant to the Indenture. In case an Event of Default has ocourred and
is continuing (of which the Trustee has been notified or is deemed to have notice), the Trustee will
exercise the rights and powers vested in it by the Indenture and will use the same degree of care and
skill as a prudent person would use under the circumstances in the conduct of his or her own affairs.
The Trustee will not be required to expend or risk its own funds in performing its duties under the
Indenture and will be entitled to compensation and the reimbursement of its expenses.

The Trustee may resign at any time from the trusts created by the Indenture by giving
written notice of the resignation to the Issuer, the Company, the Registrar, any Paying Agents, the
Remarketing Agent, the Auction Agent, the Bond Insurer and any authenticating agents and by
mailing written notice thereof to the holders of the Bonds, The resignation will fake effect only
upon the appointment of a saccessor Trustee acceptable to the Bond Insurer.

The Trustee may be removed at any time by the holders of not less than a majority in
aggregate principal amount of the Bonds then outstanding. The Trustee also may be removed at any
time for any breach of trust or for acting or proceeding in violation of, or for failing to act or
proceed in accordance with, any provision of the Indenture with respect to the duties and obligations
of the Trustee by any court of competent jurisdiction upon the application of the Issuer, upon its

own volition or at the Tequest of the Company or the holders of not Tess than 35% in aggregate

principal amount of the Bonds then cutstanding under the Indenture. The removal will take effect
only upon the appointment of a successor Trustee acceptable to the Bond Insurer.

Every successor Trustee appointed pursuant to the Indenture (i) must be a trust
company or a bank having the powers of a trust company, (ii) must be duly authorized to
exercise trust powers, (i) must have a reported capital and surplus of not less than $75,000,000,
(iv) so long as the Bonds are rated by Moody’s, must be otherwise acceptable to Moody’s, {v) so
long as the Bonds are rated by S&P, must be acceptable to S&P, and (vi) must be acceptable to
the Bond Insurer.

Remarketing Agent

The Remarketing Agent’s principal office is at Morgan Stanley & Co. Incorporated,
1221 Avenue of the Americas, New York, New York 10020, Attention: Remarketing
Coordinator. The Remarketing Agent will determine the Variable Rates and the Commercial
Paper Rate Periods for the Bonds and will remarket Bonds subject to optional or mandatory
tender. The Remarketing Agent must have a capitalization of at least $50,000,000 and be
authorized by law to perform all the duties imposed upon it by the Indenture. Any successor
Remarketing Agent must be rated at least Baa3/P-3 or otherwise be acceptable to Moody’s and
must have been approved in writing by the Bond Insurer (such approval not to be unreasonably
denied). '
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If at any time the Remarketing Agent is unable or unwilling to act as a Remarketing
Agent, the Remarketing Agent may resign upon the earlier to occur of (i) the twentieth day
following receipt by the Company, the Issuer, the Trustee, the Auction Agent and the Paying
Agent of written notice of resignation and (ii) the day of appointment by the Company of a
successor Remarketing Agent pursuant to the Indenture and acceptance of such appointment by
such successor Remarketing Agent. The Remarketing Agent may be removed at any time by the
Company upon five days’ written npotice signed by the Compsny and delivered to the

Remarketing Agent, the Issuer, the Trustee, the Bond Insurer, the Auction Agent and the Paying
Agent.

TAX MATTERS

Federal Tax Matters

As described herein under the captions “INTRODUCTORY STATEMENT” and
“APPLICATION OF PROCEEDS.” the Bonds are issued to refund and redeem the entire
outstanding principal amount of the Refunded Bonds, which each were originally issued to
refund certain prior bonds originally issued to finance the cost of certain air and water pollution
and solid waste disposal facilities under Section 103 of the Internal Revenue Code of 1954, as
amended (the “1954 Code™). Section 103 of the 1954 Code provides generally that inferest on an
issue of industrial development bonds substantially all the proceeds of which are used to provide
air and water pollution: control or solid waste disposal facilities, or to refund such bonds, will be
excludable from gross income for federal income tax purposes. Section 1313 of the Tax Reform
Act of 1986 (the “1986 Tax Act”) provides that the provisions of Section 103 of the 1934 Code
will continue to apply to any bond the proceeds of which are used exclusively to refund a bond
issned before August 16, 1986 (a “qualified bond”) (or a bond which is part of a series of
refundings of a qualified bond), provided that the refunding bonds satisfy the requirements of the

1954 Code as well as cettain additional requirements imposed by the 1986 Tax Act and the
Code.

Subject to continuing compliance with certain covenants and the accuracy of certain
representations, in the opinion of Thompson Hine LLP, Bond Counsel, under existing law
interest on the Bonds will be excludable from gross income for federal income tax purposes,
except that during the period when any Bond is held by a person who is a “substantial user” of
the Project Facilities or by a “related person,” within the meaning of Section 103(b)(13) of the
1954 Code, interest on such Bond will be includable in the gross income of such person,

Bond Counsel is also of the opinion that under existing law, interest on the Bonds will
not be an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations. However, interest on the Bonds is includable, pursuant to Section
55 of the Code, in adjusted current earnings in determining the alternative minimum taxable

income of corporations for purposes of determining such corporations' liability for the alternative
mininum tax.

In concluding that the interest on the Bonds will be excludable from gross income for
federal income fax purposes, Bond Counsel will rely on (i) representations of the Issuer and the
Company, (ii) certificates and certified proceedings of public officials furnished to Bond
Counsel, (iii) certifications by officials of the Company, (iv) representations of the Company
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with respect to the use of the proceeds of the Refunded Bonds and the bonds refunded by the
Refunded Bonds, as well as certain material facts relating to the design, scope, function, use, cost
and economic useful life of the Project Facilities, and (v} covenants of the Company with respect
to the use of the proceeds of the Bonds.

The Code prescribes a number of qualifications and conditions for the interest on state
and local government obligations to be and remain excluded from gross income for federal
income tax purposes, some of which require future or continued compliance after issuance of the
obligations in order for the interest to be and continue to be so excluded from the date of
issuance. Noncompliance with these requirements with respect to the Bonds could cause interest
on the Bonds to be included in gross income for federal income tax purposes and to be subject o,
federal income tax retroactively to their date of issuance. The Company has agreed in the Loan
Agreements for the Bonds to take such actions that may be required of it for the interest on the
Bonds to be and remain exciuded from gross incore for federal income tax purposes, and not to
take any actions that would adversely affect that exclusion. If interest on the Bonds does become
includable in gross income, the Bonds are subject to mandatory redemption without premium.
See “THE BONDS -~ Redemption — Mandatory Redemption Upon a Determination of
Taxability.” '

Under the Code, interest on the Bonds earned by cerfain foreign corporations doing
business in the United States could be subject to the branch profits tax imposed by Section 884
of the Code, and interest on the Bonds could be subject to the tax imposed by Section 1375 of the
Code on excess net passive income of certain 5 corporations.

Under the Code, the receipt of inferest excluded from gross income can have certain
collateral federal income tax consequences, adversely affecting items of income, deductions, or
credits for certain taxpayers, including financial institutions, property and casualty insurance
companies, recipients of Social -Security and Railroad Retirement benefits, taxpayers who are
deemed to incur or continue indebtedness to acquire or carry tax-exempt obligations, and
individuals otherwise eligible for the earned income credit. The applicability and extent of these
or other federal consequences will depend upon the particular tax status or other items of income
and expense of the owner of the Bonds. Bond Counsel expresses no opinion regarding such
consequences.

~ Purchasers of Bonds at other than their original issuance at the respective prices indicated
on the cover should consult their own tax advisors regarding other tax considerations, such as the
consequences of market discount.

Bond Counsel will express no opinion regarding federal tax consequences arising with
regard to the Bonds other than the opinions referred to in the second and third paragraphs of this
section,

From time to time, legislative proposals are pending in Congress that would, if enacted,
alter or amend one or more of the federal tax matters referred to above or below in certain
respects or would adversely affect the market value of the Bonds. It cannot be predicted whether
or in what form any of such proposals, either pending or that may be introduced, may be enacted
and there can be no assurance that such proposals will not apply to the Bonds (and book entry
interest in the Bonds).
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State Tax Matters

Bond Counsel is also of the opinion that, under existing law, interest on the Bonds is
excluded from gross income of the owners thereof for Kentucky income tax purposes and the
Bonds are exempt from all ad valorem taxes in Kentucky. No opinion is expressed regarding
taxation of interest on the Bonds under any other provision of Kentucky law.

The tax consequences arising with regpect to the Bonds may be different under the
applicable state and local tax laws of states other than Kentucky. Each purchaser of the Bonds
should consult his or her tax advisor regarding the taxable status of the Bonds in a particular
local jurisdiction other than Kenfucky.

THE FOREGOING IS NOT INTENDED AS A DETAILED OR COMPREHENSIVE
DESCRIPTION OF ALL POSSIBLE TAX CONSEQUENCES OF BUYING OR HOLDING
THE BONDS. PERSONS CONSIDERING THE PURCHASE OF THE BONDS SHOULD
CONSULT THEIR TAX ADVISORS AS TO THE CONSEQUENCES OF BUYING OR
HOLDING THE BONDS IN THEIR PARTICULAR CIRCUMSTANCES.

CONTINUING DISCLOSURE AGREEMENTS

The Company will enter into separate, but substantially identical, Continuing
Disclosure Agreements relating to each series of the Bonds. All references in the summary below to
the Bonds and the Continuing Disclosure Agreement and other defined terms should be read as
referring separately to each series of the Bonds and the related Continuing Disclosure Agreement
and other deflned terms.  Certain provisions of the Continuing Disclosure Agreements are
described below. Reférence Is made to each Continuing Disclosure Agreement for the detailed
provisions thereof.

The Company will agree, in a Continuing Disclosure Agreement {the “Continuing
Disclosure Agreement”) for the benefit of the holders and beneficial owners from time to time of the
Bonds, in accordance with, and as the only obligated person with respect to the Bonds under, Rule
15¢2-12 (the “Rule”) of the Securities and Exchange Commission (the “Commission”), to provide
or cause to be provided such financial information and operating data of the Company (collectively,
“Annual Information”™), audited financial statements and notices, in such manner, as may be
required for purposes of paragraph (b)(5)(i) of the Rule, including specifically the following:

(a)  To each nationally recognized municipal securities information repository -
desigpated from time to time by the Commission (“NRMSIR™), to any state
information depository (“SID”) and to the Trustee; Annual Information for each
fiscal year of the Company, ending on or after December 31, 2006, not later than the
120% day of following the end of the fiscal year, consisting of (i) if the Company
files reports with the Commission on Form 10-K or a successor form, such reports or
(if the Company's direct or indirect parent files such reports with the Commission
and such reports provide separate Annnal Information with respect to the Company)
such reports filed by the Company’s direct or indirect parent, or (ii) if the Company
no longer is required to file such reports on Form 10-K or a successor form,
information concerning the Company’s selected financial and operating data,

47



(b)

together with the Company’s audited financial statements prepared in accordance
with generally accepted accounting principles.

As described in Appendix A under “Available lnformation,” the Company no longer
is required to file reports on Form 10-K with the Commission. Therefore, clause (if)
above is currently applicable with respect to the Company. The Company will agree
to provide, as “Anmnual Information” under the Coutinuing Disclosure Agreement,
selected financial and operating data of the type included under the caption “The
Company” in Appendix A to the Official Statement and in the Company’s unaudited
Condensed Financial Statements for the Quarter ended March 31, 2006 {included as
part of Appendix A), together with the Company’s audited financial statements.

The Company also will agree to file with the NRMSIR’s, any SID and the Trustee
unaudited quarterly financial statements (to the extent that such quarterly financial

statements are otherwise available) not later than the 60™ day following the end of
each fiscal quarter of the Company {ofher than the last quarter of any fiscal year).

To each NRMSIR or to the Municipal Securities Rulemaking Board (“MSRB™), and
to any SID, in a timely manper, notice of:

{H The occurrence of any of the following evenis, within the meaning of the
Rule, with respect to the Bonds, if material:

(i)  principal and interest payment delinquencies;
(ii)  nonpayment related defaults;

(iil)  unscheduled draws on debt service reserves reflecting financial
difficulties;

(v} umscheduled draws on credit enhancements reflecting financial
difficulties;

{v}  substitution of credit or liguidity providers, or their failure fo
perform;

(vi)  adverse tax opinions or events affecting the tax-exempt status of the
' Bonds;

(vi)  modifications to rights of holders or beneficial owners;
(viii}y Bond calls for the Bonds; -
{(ix) defeasances;

(x}  release, substitution, or sale of property securing repayment of the
Bonds; and

(xi)  rating changes for the Bonds.
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Although enumerated in the Rule, the events described in subparagraphs (iif)
and (x) above currently are inapplicable with respect to the Bonds.

(2)  The Company’s failure to provide the Ammual Information within the time
specified above.

{3)  The termination of the Continuing Disclosure Agreement,

The Continuing Disclosure Agreement may be amended, and any of its provisions may
be waived, if such amendment or waiver is supported by a legal opinion of independent counsel
who is expert in federal securities laws o the effect that such amendment or watver would not, in
and of itself, violate the Rule. If the amendment or waiver will materiaily impair the interests of
Bondholders or beneficial owners, then the Trustee must also obtain the approval of the holders.

The Continuing Disclosure Agreement is solely for the benefit of the holders and
beneficial owners from time to time of the Bonds, The exclusive remedy for any breach of the
Continuing Disclosure Agreement is limited to a right of holders and beneficial owners to cause to
be instituted and maintained, proceedings in equity fo obtain the specific performance by the
Company of its obligations under the Continuing Disclosure Agreement. Any individual holder or
beneficial owner may institute and maintain, or cause fo be instituted and maintained, such
proceedings to require the Company to provide a pertinent filing if such a filing is due and has not
been made. Any such proceedings to require the Company to perform any other obligation under
the Continuing Disclosure Agreement (including any proceedings that contest the sufficiency of any
pertinent filing) may be instituted and maintained only by the holders and beneficial owners of not
less than 35% in principal amount of the Bonds then outstanding or their agent,

Any failure by the Company 1o comply with any provision of the Continuing Disclosure
Agreement will not constitute a failure or a default, or an event of defanlt, under the Loan
Agreements or the Indentures.

The Continving Disclosure Agreement will remain in effect only for such period that
any of the Bonds are outstanding in accordance with their terms and the Company remains an
obligated person with respect to the Bonds within the meaning of the Rule.

The Company has not previously entered into any continuing disclosure agreements for
the purposes of the Rule.

The following NRMSIRs exist at this time: Bloomberg Municipal Repository, Skillman,
New Jersey; DPC Data Inc., Fort Lee, New Jersey, and FT Interactive Data and Standard & Poor's
Securities Evaluations, Inc., each of New Yoik, New York, No SID has been designated by the
Commonwealth of Kentucky.

LEGAL MATTERS

Legal matters incident to the authorization and issuance of the Bonds are subject to
the approving opinion of Thompson Hine LLP, Bond Counsel. The form of such opinion is
included as Appendix E hereto. In rendering the approving opinion as Bond Counsel, Thompson
Hine LLP has relied upon the opinion of Stoll Keenon Ogden PLLC, special Kentucky
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coungel, with respect to certain matters governed by Kentucky law. Certain legal matters in
comnection with the issuance of the Bonds will be passed upon for the Issuer by LR. Schrand,
Esq. County Attorney and Stoll Keenon Ogden PLLC, as special Kentucky counsel. Certain
legal matters will be passed upon for the Company by Robert Lucas, Associate General Counsel
of Duke Energy Corporation and Thompson Hine LLP, as counsel for the Company. Certain
legal matters will be passed upon for the Bond Insurer by an Assistant General Counsel. Certain
legal matters will be passed upon for the Underwriter by Squire, Sanders & Dempsey L.L.P.
From time to time, Squire, Sanders & Dempsey L.L.P. has represented affiliates of the Company
or its predecessors in various matters.

The various legal opinions to be delivered concurrently with the delivery of the
Bonds express the professional judgment of the atiorneys rendering the opinions as to the legal
issues explicitly addressed therein. By rendering a legal opinion, the opinion giver does not
become an insurer or guarantor of that expression of professional judgment, of the transaction
opined upon, or of the future performance of parties to such transaction. Nor does the rendering
of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction.

The remedies gvailable to the bondholders upon & default are in many respects
dependent upon judicial actions which are often subject to discretion and delay, Under existing
constitutional and statufory law and judicial decisions, inchuding specifically Title 11 of the
United States Code (the federal bankruptey code), the remedies may not be readily available or
may be limited.

The various legal opinions to be delivered concurrently with the delivery of the
Bonds will be qualified as to the enforceability of the various legal instruments by limitations
imposed by the valid exercise of the constitutional powers of the Issuer, the State of Indiana and
the United States of America and bankruptcy, reorganization, insolvency or other similar laws
affecting the rights of creditors generally, and by general principles of equity (regardless of
whether such enforceability is considered in a proceeding in equity or at law).

These exceptions would encompass any exercise of federal, State or local police
powers (including the police powers of the Issuer), in a manner consistent with the public health
and welfare.

UNDERWRITING

Under the terms of a Bond Purchase Agreement, the Underwriter will agree, subject
to the approval of certain legal matters by counsel and to certain other conditions, to purchase the
Bonds from the Issuer at a price of $76,720,000 (representing 100% of the aggregate principal
amount of the Bonds). The Company also will agree to pay the Underwriter $268,520 as an
underwriting fee and to reimburse the Underwriter for cerlain expenses. The Underwriter will
agree to purchase all of the Bonds, if any of the Bonds are purchased. After the Bonds are
released for sale to the public, the offering price and other selling ferms may from time to time
be varied by the Underwriter, and such Bonds may be offered and sold to certain dealers
(including dealers depositing such Bonds into investment accounts) and others at prices lower
than the public offering price set forth on the cover page hereof.
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The Company will agree to indemnify the Underwriter and the Issuer against certain
liabilities, including certain ligbilities under federal securities laws.

Morgan Stanley & Co. Incorporated also will act as a Broker-Dealer during the
Auction Rate Period and will be compensated for its services as Broker-Dealer pursuant to the
terms of the Broker-Dealer Agreement. Morgan Stanley & Co. Incorporated has been appointed
to serve as Remarketing Agent and will be separately compensated by the Company pursuant to
the terms of the Remarketing Agreement.

In the ordinary course of its business, the Underwriter and certain of its affiliates have
engaged, and may in the future engage, in investment banking or other transactions with the
Company and its affiliates.

This Official Statement has been duly authorized, executed and delivered by the
Company.

THE UNION LIGHT, HEAT AND POWER
COMPANY (doing business as DUKE
ENERGY KENTUCKY, INC.)

By:_ /s _Stephen De May
Assistant Treasurer
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APPENDIX A

THE UNION LIGHT, HEAT AND POWER COMPANY
doing business as
DUKE ENERGY KENTUCKY, INC.

The information contained herein as Appendix A fo the Official Statement relates to and
has been supplied by The Union Light, Heat and Power Company, doing business as Duke
Energy Kentucky, Inc. (the "Company”). The delivery of this Official Statement shall not create
any implication that there has been no change in the affairs of the Company since the date
hereof, or that the information contained, referred to or incorporated by rveference in this
Appendix 4 is correct as of any time subsequent o its date. The Issuer makes no representation
or warranty as to the accuracy or completeness of the information contained or incorporated by
reference in this dppendix A. Unless indicated otherwise, or the context otherwise requires,
references in this Appendix 4 to “we,” “us” and “our” or similar terms are to the Company.

THE COMPANY

The following information is furnished solely to provide limited introductory informaiion
about the Company and does not purport to be comprehensive. Such information is qualified in
their entirety by reference to detailed information and financial statements appearing in the
documents referred to or incorporated herein by reference or elsewhere in this Appendix 4 and,
therefore, such information should be read together with this Official Statement, See “Available
Information” and "Incorporation of Certain Documents by Reference” below and the Company’s
unaudited Condensed Financial Siatements for the Quarter Ended March 31, 2006, included as
part of this Appendix A.

The Company, a Kentucky corporation, is an electric and gas utility. We are primarily
engaged in the generation of electric energy and in the transmission, distribution, and sale of
electric energy and the sale and transportation of natural gas in Northern Kentucky, The area we
serve covers approximately 500 square miles, has an estimated population of 345,000 people, and
includes the cities of Covington, Florence and Newport in Kentucky.

The Company is a2 wholly-owned subsidiary of The Cincinnati Gas & Electric Company,
doing business as Duke Energy Ohio, Inc. (“CG&E”™). CG&E is a wholly-owned subsidiary of
Cinergy Corp., which in furn is an indirect, wholly-owned subsidiary of Duke Energy Corporation.

Qur principal executive offices are located at 139 East Fourth Street, Cincinnati, OH
45202, Our telephone number is (513) 421-9500.

Recent Developments

On January 25, 2006, the Company completed the acquisition of CG&E’s approximately
69 percent ownership interest in the East Bend Station, located in Boone County, Kentucky, the
Woodsdale Station, located in Butler County, Ohio, and one generating unit at the four-unit Miami
Fort Station, located in Hamilton County, Ohio (totaling approximately 1,100 MWs of generating
capacity), and associated transactions. In connection with the transfer of these assets, the
Company assumed certain liabilities of CG&E, including, among other items, all payment,
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performance, and other obligations of CG&E with respect to the bonds being refunded with the
proceeds of the Bonds being offered by this Official Statement. See note 1(a) to the Company’s
unaudited Condensed Financial Statements for the Quarter ended March 31, 2006, included as part
of this Appendix A and incorporated herein.

In May 2006, the Company filed an application for an increase in its base electric rates.
The application, which seeks an increase of $67 million, or approximately 28 percent, was filed
pursuant to the Kentucky Public Service Commission’s 2003 Order approving the transfer of 1,100
MW of generating assets from CG&E to the Company, described above. In that Order, the
Kentucky Public Service Commission required the Company to file a general rate application such
_that the effective date will be January 1, 2007. See note 6(b) to the Company’s unaudited
Condensed Financial Statements for the Quarter ended March 31, 2008, included as part of this
Appendix A and incorporated herein, for a discussion of the electric rate case and the Company’s
gas base rate case filed in 2005.

SELECTED FINANCIAL INFORMATION

The following table shows selected financial information of the Company. The
information as of December 2005 does not reflect the transfer of generating station assets by
CG&E to the Company effective as of January 1, 2006, as described under “The Company
Recent Developments” above. The transfer of those assets is reflected in the information below as
of March 31, 2006. This information is derived from our historical results and is qualified in its
entirety by reference to the financial statements appearing in the documents incorporated herein by

“reference or elsewhere in this Appendix A. See “lncorporation of Certain Documents by
Reference” below and the Company’s unaundited Condensed Financial Statements for the Quarter
ended March 31, 2006, included as part of this Appendix A.

Selected Income Information (in 000°s)

Quarter Ended
March 31, . 12 Months Ended Deceniber 31,
2006 2005

{unaudited) 2005 2004 2003
Operating REVEIIUES v e ressvssssrnisnss $128,802 $112,359 $388,127 $354,543 $332,153
Operating INCOME v vvvereeeeretrerresiosinnn. $ 18,920 $ 10,350 $ 26434 $ 33,380 $ 31,378
Interest Charges .o $ 3,730 ¥ 1745 $ 6903 $ 5170 § 6127
NEt TNCOMS vremcrreererrvsrermersevarrebsaresssesynrers $ 10358 $ 6,195 . % 14645 $ 18,638 $ 19,020
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Capitalization

Outstanding as of Qutstanding as of
March 31, 2006 December 31, 2005
(unaudited)
% of % of
Amount Capitalization Amount Capitalization
{thousands) {thousands)
TOMl Debt{1) s ccovvsrrarmsmmssensmereeressusseaarssnsne $297,775 46.2% $136,513 41.0%
Cornmmon Stock EQuity .ovemeimmcenn $346.672 55.8% $196.459 59.0%
Total CApHEHZAION covessrerersessrussessrerernes 5644447 100,0% $332972 100.0%

H Capital leases in the amount of $12,025 and $12,327 are included in the total debt numbers,
DISCLOSURE ABOUT FORWARD-LOOKING STATEMENTS

This Official Statement contains, refers to or incorporates by reference statements that do
not directly or exclusively relate to historical facts. These types of staiements are forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1995,
They represent our intentions, plans, expectations, assumptions and beliefs about future events.
Forward-looking statements involve risks and uncertainties that may cause actual results to be
materially different from the results predicted. Factors that could cause actual results to differ
are often presented with forward-looking statements. In addition, other factors could cause
actnal results to differ materially from those indicated in any forward-looking statement. These
include:

o Factors affecting operations, such as:

e Unusual weather conditions;

¢ Unscheduled generation outages;

e  Unusual maintenance or repairs;

¢ Unanticipated changes in costs;

e Environmental incidents; and

« Electric transmission or gas pipeline system constraints.

o Legisiative and regulatory initiatives and legal developments including costs of
compliance with existing and future environmental requirements.

o Additional competition in electric or gas markets and continued industry
consolidation.

o Financial or regulatory accounting principles.

» Changing market conditions and other factors related to physical energy and financial
trading activities.

o The performance of projects undertaken and the success of efforts to invest in and
develop new opporfunities,

o Availability of, or cost of, capital.
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¢ Employee workforce factors.

o Delays and other obstacles associated with mergers, acquisitions and investments in
joint venitures.

+ Costs and effects of legal and administrative proceedings, settlements, investigations
and claims.

These and other factors are discussed in our reports previously filed with the Securities and
Exchange Commission. We are not required to revise or update forward-looking statements
{whether as a result of changes in actual results, changes in assumptions or other factors affecting
the statements). Our forward-looking statements reflect our best beliefs as of the time they are
made and may not be updated for subsequent developments.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The financial statements and financial statement schedule as of December 31, 2005 and
2004, and for each of the three years in the period ended December 31, 2005, incorporated in this
Official Statement by reference from the Company’s Annuval Report on Form 10-K for the year
ended Decemnber 31, 2005, have been audited by Delcitte and Touche LLP, an independent
registered public accounting firm, as stated in their report dated February 17, 2006 relating to the
financial statements and financial statement schedule of the Company (which report expresses an
unqualified opinion on the Company’s financial statements and includes an explanatory paragraph
referring 1o the Company’s adoption of Financial Accounting Standards Board Interpretation No.
- 47, “Accounting for Conditional Asset Retirement Obligations™ in 2005 and adoption of Statement
of Financial Accounting Standards No. 143, “Accounting for Asset Retirement Obligations,” in
2003) which is incorporated herein by reference. ‘

AVAILABLE INFORMATION

The Company previously filed reports and other information with the Securities and
Exchange Commission (the “Commission™) pursuant to the Securities Exchange Act of 1934, as
amended (the “Exchange Act™). Certain information concerning directors and officers, their
remuneration, and any material interest of such persons in transactions with the Company, as of
particular dates, was disclosed in the Company’s Annual Report on Form 10-K filed on March 2,
2006, with the Commission for the period ending December 31, 2005. Such repotts and other
information can be inspected and copied at the public reference facilities maintained by the
Commission. The Commission maintains a Web site that contains reports, proxy and
information statements and other information regarding issuers, such as the Company, that file
electronically with the Commission and the address of such Web site is hitp://www.sec.gov.
Copies of such material can also be obtained at prescribed rates from the Public Reference
Section of the Commission at its principal office at 100 F Street, NE, Washington, D.C. 20549.
Such material can also be inspected at the offices of the New York Stock Exchange.

As of May 8, 2006, the Company ceased to be subject to the reporting requirements of
Section 13(a) or 15(d) of the Exchange Act. The Company has discontinued filing reports and
other information with the Commission under such sections.


http://www.sec.eov

The principal executive and business office of the Company is located at 13% East Fourth
Street, Cincinnati, Ohio 45202 (telephone 513-421-9500).

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed by the Company with the Commission pursuant to the
Exchange Act are hereby incorporated in this Official Statement by reference:

{a) Current Report on Form 8-K dated March 16, 2006;
{b) Current Report on Form 8-K dated January 31, 2006; and

(¢} Financial Statements and Financial Statement Schedule as of December 31, 2005 and
2004, and for each of the three years in the period ended December 31, 20035, included in
the Annual Report on Form 10-K for the year ended December 31, 2005,

The Company hereby undertakes to provide without charge to each person to whom a
copy of this Official Statement has been delivered, upon the written or oral request of any such
person, a copy of any or all of the documents referred to above which have been incorporated in
this Official Statement by reference, other than exhibits to such documents. Requests for such
copies should be directed to the Investor Relations Department, 526 S. Church Street, Charlotte,
North Carclina 28202-1803, (telephone; 800-488-3853).

CONTINUING DISCLOSURE

The Company will enter into substantially identical Continning Disclosure Agreements
with respect to the Bonds under which the Company will agree to provide certain annual and
quarterly financial information (to the extent such quarterly financial statements are otherwise
available). The Company will agree under the Continuing Disclosure Agreements to provide, as
“Annual Information” thereunder, selected financial and operating data of the type included
under the caption “The Company” in this Appendix A and in the Corspany’s unaudited
Condensed Financial Statements for the Quarter ended March 31, 2006 (included as part of this
Appendix A}, together with the Company’s audited financial statements, See “Continuing
Disclosure Agreements” in this Official Statement. As noted above under “Available
Information,” the Company is no longer subject to the reporting requirements under Section
13(a) or 15(d) of the Exchange Act and therefore no longer files reports with the Commission.
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APPENDIX A

THE UNION LIGHT, HEAT AND POWER COMPANY
doing business as
DUKE ENERGY KENTUCKY, INC.

The information contained herein as Appendix A to the Official Statement relates to and
has been supplied by The Union Light, Heat and Power Company, doing business as Duke
Erergy Kentucky, Inc. (the “Company™). The delivery of this Official Statement shall not create
any implication that there has been no change in the affairs of the Company since the date
hereaf, or that the information contained, referved to or incorporated by reference in this
Appendix 4 is corvect as of any time subsequent to its date. The Issuer makes no represeniation
or warraniy as fo the accuracy or completeness of the information contained or incorporated by
reference in this Appendix A. Unless indicated otherwise, or the context otherwise requires,
references in this Appendix A to “we,” “us"” and “our” or similar terms are to the Company.

THE COMPANY

The following information is furnished solely to provide limited introductory information
about the Company and does not purport o be comprehensive. Such information is qualified in
their entirety by reference to detailed information and financial statements appearing in the
documents referred to or incorporated herein by reference or elsewhere in this Appendix A and,
therefore, such information should be read together with this Official Statement. See “Available
Information” and “Incorporation of Certain Documents by Reference”™ below and the Company’s
unaudited Condensed Financial Statements for the Quarter Ended March 31, 2006, included as
part of this Appendix 4.

The Company, a Kentucky corporation, is an electric and gas utility. We are primarily
engaged in the generation of electric enerpy and in the transmission, distribution, and sale of
electric energy and the sale and transportation of natural gas in Northern Kentucky. The area we
serve covers approximately 500 square miles, has an estimated population of 345,000 people, and
includes the cities of Covington, Florence and Newport in Kentocky.

The Company is a wholly-owned subsidiary of The Cincinnati Gas & Electric Company,
doing business as Duke Energy Ohio, Inc. (“CG&E”). CG&E is a wholly-owned subsidiary of
Cinergy Corp., which in turn is an indirect, wholly-owned subsidiary of Duke Energy Corporation.

Our principal executive offices are located at 139 East Fourth Street, Cincinnati, OH
45202. Our telephone number is (513) 421-9500.

Recent Developments

On January 25, 2006, the Company completed the acquisition of CG&E’s approximately
69 percent ownership interest in the East Bend Station, located in Boone County, Kentucky, the
Woodsdale Station, located in Butler County, Ohio, and one generating unit at the four-unit Miami
Fort Station, located in Hamilton County, Ohio (totaling approximately 1,100 MWs of generating
capacity), and associated transactions. In comnection with the transfer of these assets, the
Company assumed certain liabilities of CG&E, inciuding, among other items, all payment,






performance, and other obligations of CG&E with respect to the bonds being refunded with the
proceeds of the Bonds being offered by this Official Statement. See note 1(a) to the Company’s
unaudited Condensed Financial Statements for the Quarter ended March 31, 2006, included as part
of this Appendix A and incorporated herein.

In May 2006, the Company filed an application for an increase in its base electric rates.
The application, which seeks an increase of $67 million, or approximately 28 percent, was filed
pursuant to the Kentucky Public Service Commission’s 2003 Order approving the transfer of 1,100
MW of generating assets from CG&E to the Company, described above. In that Order, the
Kentucky Public Service Commission required the Company to file a general rate application such
_that the effective date will be Jamuary 1, 2007. See note 6(b) to the Company’s unaudited
Condensed Financial Statements for the Quarter ended March 31, 2006, included as part of this
Appendix A and incorporated herein, for a discussion of the electric rate case and the Company’s
gas base rate case filed in 2005,

SELECTED FINANCIAL INFORMATION

The following table shows selected financisl information of the Company. The
information as of December 2005 does not reflect the transfer of generating station assets by
CG&E to the Company effective ag of Janvary 1, 2006, as desctibed under “The Company -
Recent Developments” above. The transfer of those assets is reflected in the information below as
of March 31, 2006. This information iz derived from our historical results and is qualified in its
entirety by reference to the financial statements appearing in the documents incorporated herein by
reference or elsewhere in this Appendix A. See “Incorporation of Cettain Documents by
Reference” below and the Company’s unandited Condensed Financial Statements for the Quarter
ended March 31, 2006, included as part of this Appendix A.

Selected Income Information (in 600°s)

Quarter Ended .
March 31, 12 Months Ended December 31,
2006 2005

(unaudited) 2005 2604 2003
Operating REVEINES ..o rrsseemrsvisnnin $128,802 $112,359 $388,127 $354,543 $332,153
Operating MCOME v veerreressessrmsesssisrsnee: $ 18,920 $ 10,350 $ 26,434 § 33,380 $ 31,376
Interest Charges ... o enmeencsestosmcesereres $ 3,739 $ 1745 $ 6,903 $ 5179 & 6,127
NEE INCOME corrrenreeesrienermsss e rmrrsisassnnnans $ 10,358 $ 6195 $ 14,645 $ 18,638 $ 19,020






Capitalization

Quistanding as of Ouistanding as of
March 31, 2006 December 31, 2005
(unandited)
% of % of
Amount Capitalization Amount Capitalization
(thousands) (thousands)
Total DEDUIY vorireeecaeiosniecrnsecesacsesrenin $207,715 46.2% $136,513 41.0%
Common Stock Equity ... 3346672 _33.8% $196.459 _59.0%
Total Capitalization .. rrersssarsrins 644,447 100.0% 332972 100.0%

H Capital leases in the amount of $12,025 and $12,327 are included in the total debt numbers.
DISCLOSURE ABOUT FORWARD-LOOKING STATEMENTS

This Official Statement contains, refers to or incorporates by reference statements that do
not directly or exclusively relate to historical facts. These types of statements are forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1993,
They represent our intentions, plans, expectations, assumptions and beliefs about future events.
Forward-looking statements involve risks and uncertainties that may cause actual results to be
materially different from the results predicted. Factors that could cause actual results to differ
are often presented with forward-looking staternents. In addition, other factors could cause
actual results to differ materially from those indicated in any forward-looking statement. These
mchude:

e Factors affecting operations, such as:

¢ Unusual weather conditions;

¢ Unscheduled generation outages;

¢ Unusual maintenance or repairs;

¢ Unanticipated changes in costs;

e Environmental incidents; and

¢ Electric transmission or gas pipeline system constraints.

o Legislative and regulatory initiatives and legal developments including costs of
compliance with existing and foture environmental requirements.

e Additional competition in eleciric or gas markets and continved industry
consolidation.

¢ Financial or regulatory accounting principles.

» Changing market conditions and other factors related to physical energy and financial
trading activities.

¢ The performance of projects undertaken and the success of efforts to invest in and
develop new opportunities.

e Availability of, or cost of, capital.
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¢ Employee workforce factors.

» Delays and other obstacles associated with mergers, acquisitions and investments in
joint ventures.

e Costs and effects of legal and administrative proceedings, settlements, investigations
and claims.

These and other factors are discussed in our reports previously filed with the Securities and
Exchange Commission. We are not required to revise or update forward-looking statements
(whether as a result of changes in actual results, changes in assumptions or other factors affecting
the statements). Our forward-looking statements reflect our best beliefs as of the time they are
made and may not be updated for subsequent developinents,

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The financial statements and financial statement schedole as of December 31, 2005 and
2004, and for each of the three vears in the petiod ended December 31, 2005, incorporated in this
Official Statement by reference from the Company’s Annual Report on Form 10-X for the year
ended December 31, 2005, have been audited by Deloilte and Touche LLP, an independent
registered public accounting fixm, as stated in their report dated February 17, 2006 relating to the
financial statements and financial statement schedule of the Company (which report expresses an
unqualified opinion on the Company’s financial statements and includes an explanatory paragraph
referring to the Company’s adoption of Financial Accounting Standards Board Interpretation No.
47, “Accounting for Conditional Asset Retirement Obligations” in 2005 and adoption of Statement
of Financial Accounting Standards No. 143, “Accounting for Asset Retirement Obligations,” in
2003) which is incorporated herein by reference.

AVAILABLE INFORMATION

The Company previously filed reports and other information with the Securities and
Exchange Commission (the “Commission”) pursuant to the Securifies Exchange Act of 1934, as
amended (the “Exchange Act”). Certain information concerning directors and officers, their
remuneration, and any material interest of such persons in transactions with the Company, as of
particular dates, was disclosed in the Company’s Annual Report on Form 10-K filed on March 2,
2006, with the Commission for the period ending December 31, 2005. Such reports and other
information can be inspected and copied at the public reference facilities maintained by the
Commission. The Commission maintains a Web site that contains reports, proxy and
information statements and other information regarding issuers, such as the Company, that file
elecironically with the Commission and the address of such Web site is hitp://www.sec.gov.
Copies of such material can also be obtained at prescribed rates from the Public Reference
Section of the Commission at its principal office at 100 F Street, NE, Washington, D.C. 20549.
Such material can also be inspected at the offices of the New York Stock Exchange,

As of May 8, 2006, the Company ceased to be subject to the reporting requirements of
Section 13(a) or 15(d) of the Exchange Act. The Company has discontinued filing reports and
other information with the Commission under such sections.






The principal executive and buginess office of the Company is located at 139 East Fourth
Street, Cincinnati, Ohic 45202 {telephone 513-421-9500).

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed by the Company with the Commission pursuant to the
Exchange Act are hereby incorporated in this Official Statement by reference:

(a) Current Report on Form 8-K dated March 16, 2006;
(by Current Report on Form 8-K dated January 31, 2006, and

(¢} Financial Statements and Financial Statement Schedule as of December 31, 2005 and
2004, and for each of the three years in the period ended December 31, 2005, included in
the Anmual Report on Form 10-K for the year ended December 31, 2005,

The Company hereby undertakes 1o provide without charge to each person to whom a
copy of this Official Statement has been delivered, upon the written or oral request of any such
person, a copy of any or all of the documents referred to above which have been incorporated in
this Official Statement by reference, other than exhibits to such documents. Requests for such
copies should be directed to the Investor Relations Department, 526 S. Church Streef, Charlotte,
North Carolina 28202-1803, (telephone: 800-488-3853).

CONTINUING DISCLOSURE

The Company will enter into substantially identical Continuing Disclosure Agreements
with respect to the Bonds under which the Company will agree to provide certain annual and
quarterly financiel information {to the extent such quarterly financial statements are otherwise
available). The Company will agree under the Continuing Disclosure Agreements to provide, as
“Annual Information” thereunder, selected financial and operating data of the type included
under the caption “The Company” in this Appendix A and in the Company’s unaudited
Condensed Financial Statements for the Quarter ended March 31, 2006 (included as part of this
Appendix A), together with the Company’s audiled financial statements. See “Continuing
Disclosure Agreements” in this Official Statement. As noted above under “Available
Information,” the Company is no longer subject to the reporting requirements under Section
13{a) or 15(d) of the Exchange Act and therefore no longer files reports with the Commission.



Application
New Issue--Book-Entry-Only Exhibit D

876,720,000
County of Boone, Kentucky
Pollution Conirol Revenue Refunding Bonds
(Duke Energy Kentucky, Inc. Project)

350,000,600 826,720,600

Series 20064 Series 20668
Dated: Duate of Issiance Dug: Augusi 1, 2027

The Series 20064 Bonds and the Series 20068 Bopds ,(ihe “Bonds”) will be special and limited obligations of the County t;/‘
Baone, Kentucky (the “Isstier”), a de jure county and political subdivision of the Commonwealth of Kentucky, and will be f»aygb e
solely from and secured excinsively by puyments, revesties and other amoun ledped thereto pursuant to separate, bui substantiglly
identical, Indentures (deseribed hereiw). The Bonds do not represent or constitute i debt or plea'lﬁe of the faith and credit or taxing
power of the Issuer or the Commonwealth (}f Kentucky b{ﬂre “State™) or any political subdivision theréof and the holders and owners
of the Bonds will have no right to have any luxes levied by the Issuer ot the State or, arg £vlzfma! subdivision or other fuxing autlhority
of the State for the papmen! or redemption price of, and Inferest on, the Bonds. See “THE ISSUER" herein.

The Bonds will be issued fo refind cereain bonds previously issued by the Issuer fo provide fimds to finance a portion of the
Q0SS Uof the acguisition and construction of certain air and water poltution control fucilities and solid waste disposal fucilities owned f}y
The Union Light, Heat and Power Company (doing business as Dike Energy Kentucky, Inc.), The Bonds will be payable solely, except fo
the extent patd out of moneys attribulable I procéeds ih'ere&f, Jrom and secured by an assignment of loan payménls to be recéived under
separate, but substantially identical Loan Agreements with Thé Union Light, Heat and Powér Compamy, doing business as

Duke Energy Kentucky, Inc.

Pavment of the principal of and interest on the Bonds when dug will be insured by separate bond insurance policies ta.be
issued by Capz’fafl Assgrcmcg Inc.j;'imul«‘aneazm'y with the delivery of the Bonds. VP b

FL CAPITAL ASSURANCE

Interest on each series oé’ Bonds will acerue at the Augtlon Rate from the dale g jssugnce angd will be payable on the Busingss
Day afier the Auction Period, sybject to certain exceptions. The initiol Auction Period for the Bonds will exid on Sgptember 7, 2006
and, unless changed In accordance with the Auction Procedyres described in this lﬂicaal Stotement, the Bonds, thereaftey will
continye (o bear inferest ai Auction Rejes jor 33-day Auction Periods. The initial Auclion Date [rbr the Bonds will be September. 7,
06 qrd the mitial Jnterest Pafgmqm Bafe will be September 8, 2006. The ductior Rate for all Bonds for the applicable Auction
Period after the initial Auction Period will be the rale of interest per annum that the Ayction Agent advises resufts from an Aduction
conductéd in accordance with the Auclion Procedures, subject to cerlaly conditions. Deulsche Bank Notional Trist Company will
serve as Jrustee, Payr:}g Agent and Registrar. Deutsche Bank Trust Company Amen,c(-as_ will serve as the initial Auction Agent.
Morgan Stanley & Co. Incorporated will serve as the initied Broker-Dealer and as Remarketing Agent Jor the Bonds.

The mathod for determining the interest rate fo be borne b each serics of the Bonds may be changed from an Auction Rate fo
a Daily Rate, Week!y};?aie, Commerg‘iai Paper Rate or a Term Ratéy af the ilmes a’ri:d in the maramje)r sel forIF;g in'g;is Qfficial Statement.

. Prospective furchasers should carefilly review the Aurtion Procedures described in this Official Statement and should note
that (i) a Bid or, a Sell Order constitules a cominilmenl to purchase or sell Anction Rote Bonds based upon the resuits of an duction,
(1) Auctions will be conducted through telephone or telefax communications and (zy settfement for purchases and sales wili be made
on the Business Day following an Auiciion, Auction Rale Bonds may be transferred only pursuant to a Bid or a Sell Order placed in

an Auction or fo oF through @ Broker-Dealer. See also “THE BONDS — duction Raté Period - Special Considerations Relating to
Auction Rate Bonds, ”

The Bonds will he subject to optioral, extraordinary optional and mgndatory redemption and optional and mandatory tender
prior to maturity, in each case al the price, in the manner and af the time set [forth in this Official Statement.

The Bonds will be Issued only as filly registared bonds and initiglly will be registered in the name of Cede & Ca,, ag nominee
Jor The Depository Trust C‘ompagry, lew York, Néw York (“DTC"). DTC will act as g securilies deposgta?’ Jor the Bonds.  Purchases
‘of beneficial interests in the Bonds initiglly will be made in boolk-entry-only form {withou! certificates) in denomingtions of 325,000 or
dny, m?egrai multiple thereof for the Ser%)es 20064 Bonds and in depominations of §1,000 or any‘ml‘eigr,al multiple thereof Jor the
Series 20068 Bonds and under cerfaln civeumstancey are exchangeable as more fully described hereln, rincinal of and any preminm
o the Bonds will be payable upor presentation and surrender oi!he Bonds at the corporate trust office of the Registrar. 5o lom% as
DTC or its nominee, E’edg & Co., is the registered owner. of the Bownds, payments gf the principal of, preniium, if any, and interest on
the Bonds will be made directly to Cede & Co. See “THE BONDS -- Book-Entry-Only System” herein.

Price: 109%

Subject fo continying compliance with certain covenonls and the a Cl(f_'a(,?)l of cerlain_represeniations, In the opinion of
Thompson Hine LLP, Bond Counsel, under existing law (i) interest on the Bonds will be excluded from the gross income of the owners
thereof for federal income tax purposes, and (il} interest on the Bonds will not be an item of tax preference for purpases of the federal
alterrative’ minimum_tax imposed on individuals and corporations. Bond Counsel is also of the opinioh that, vnder éxisting law,
interest on the Bonds is excluded from grosy ingome fc;f the owners thereof for Kentucky inicome lax purposes and the Bonds are
exempt from all ad valorem taxes in Kenlucky, See “TAX MATTERS" herein for firther information and for a description of certain
other féderal tax consequences arising with respect to the Bonds.

The Bonds are offered when, as and If issued by the Issuer and acgepted by the Underwriter, subject to prior sale, withdrawal
or modificatipn of the ¢ {er withou! notice, the approval of legality by Thompson Hing LLE, as Bond Courisel, and certgin other
conditions, Certain legal matters will be passed upow for Duke Energy Kentucky, Inc. & Robert Lucas, Associate Genaral Counsel
Jor Dule Epergy Corporatign, and Thomgson Hine LEP, as counsel To the Company; fgr the Issyer by JR. Schrand, Esg., Coang
Attorney oLf the Tssuer and Stoll Keenon Ogden PLLC, as special K@nmd}y counsel; and for the Underwriter by Squire, Sanders
Dempsey L.L.P. it is expected that delivery of the Bonds in"book-entry-only form will be fade on August 2, 2006, i New York, New
York, against payment therefor.

MORGAN STANLEY

Pated: July 26, 2006



No dealer, broker, salesman or other person has been authorized by the County of Boone, Kentucky
{the “Jssuer™), The Umon Light, Heat and Power Company (doing business as Duke Energy Kentucky, Inc.) {the
“Company”), Morgean Stanley & Co. Inoorporated {the “Underwriter”) to give any information or to make any
representation with respect to the Bonds, other than those contained in this Official Statement, and, if given or
made, such other information or representation must not be relied upon as having been anthorized by any of the
foregoing. Certain information contained herein has been obtained from the Issuer, the Company, the Insurer
and the Underwriter and other sources which are believed to be reliable.

The information and expressions of opinion herein are subject to change without notice and neither
the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the parties referred to above since the date hereof.

The Underwriter hag provided the following sentence for inclusion in this Official Staiement. The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to investors under the federal securities laws as applied fo the facts and circumstances of this
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY
OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICES OF SUCH BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN

THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

Neither the Issuer, its counsel, nor any of its members, agents, employees or representatives have
reviewed this Official Statement or investigated the statements or representations contained herein, except the
Issuer has reviewed the statements relating to the Issuer set forth under the caption “THE JSSUER.” Bxcept with
respect to the information contained under such caption, neither the Issuer, its counsel (provided that such
counsel has not independently investigated the statements contained under such caption}, nor any of its officials,
agenis, employees of representatives makes any representation as to the completeness, sufficiency and
truthfulness of the statements set forth in this Official Statement, The officials of the Issuer and any other person
executing the Bonds are not subject to personal Hability by reason of the issuance of the Bonds. This Official

Statement is not to be construed as an agreement or contract between the Jssuer and the purchasers or holders of
any Bonds.
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OFFICIAL STATEMENT

$76,720,000
County of Beone, Kentucky
Poltution Control Revenue Refunding Bonds
(Duke Energy Kentucky, Inc. Projects)

$30,000,000 $26,720,000
Series 2006A Series 2006B

INTRODUCTORY STATEMENT

This Official Statement, including the cover page and Appendices, is provided to
furnish information in connection with the offer and sale by the County of Boone, Kentucky (the
“Issuer’) of $50,000,000 aggregate principal amount of its Pollution Control Revenue Refunding
Bonds, Series 2006A (Duke Enerpy Kentucky, Inc. Project) (the “Series 20064 Bonds”) and
$26,720,000 aggregate principal amount of its Pollution Control Revenue Refunding Bonds,
Series 2006B (Duke Energy Kentucky, Inc. Project) (the “Series 20068 Bonds™, togetber with
the Series 2006A Bonds, the “Bonds”), to be issned under separate, but substantially identical,
Trust Indentures, dated as of Aungust 1, 2006 (each an “Indenture™, together the “Indentures™),
between the Issuer and Deutsche Bank National Trust Company, as trustee (the “Trustee™). The
Registrar and Paying Agent will be Deutsche Bank National Trust Company and the initial
Auction Agent will be Deutsche Bank Trust Company Americas, each located in New York,
New York. Terms used as defined terms and not otherwise defined herein are used as defined in
the Indentures.

The proceeds of the Series 2006A Bonds will be applied by the Issuer to refund: (i)
all of the Issuet’s outstanding Floating Rate Monthly Demand Pollution Control Revenue
Refunding Bonds, Series 1985 A (The Cincinnati Gas & Electric Company Project) in the
aggregate principal amount of $16,000,000 (the “I985 Bonds™), (i) all of the Issuer’s
outstanding Collateralized Pollution Control Revenue Refunding Bonds, 1992 Series A (The
Dayton Power and Light Company Project), originally issued in the aggregate principal amount
of $48,000,000 (the “/992 Bonds™) and currently outstanding in the aggregate principal amount
of $12,720,000 and (jii) a portion of the Issuer’s outstanding Collateralized Pollution Control
Revenue Refunding Bonds, 1994 Series A (The Cincinnati Gas & Electric Company Project) in
the aggregate principal amount of $48,000,000 (the “1994 Bonds”, and together with the 1985
Bonds and the 1992 Bonds, the “Refinded Bonds™). The proceeds of the Series 2006B Bonds
will be applied to refund the remaining portion of the 1994 Bonds. The Refunded Bonds each
were originally issued to refund certain prior bonds of the Issuer originally issned to finance the
costs of certain air and water pollution and solid waste disposal facilities {the “Project Facifities”
or “Project”™) located at the East Bend Generating Station (the “Generating Station™) within the
boundaries of the Issuer, now owned by The Union Light, Heat and Power Company (doing
business as Duke Energy Kentucky, Inc.) (the “Company™. See “APPLICATION OF
PROCEEDS.”



The proceeds of the Bonds will be loaned by the Issuer to the Company pursvant to
separate, but substantially identical, Loan Agreements, dated as of August 1, 2006 (each a “Loan
Agreement”’; together, the “Loan Agreements™), between the Company and the Issuer. The
Company will agree in each Loan Agreement to make payments sufficient to pay when due the
principal of and interest and any premium on the related series of the Bonds and any other

amounts relating thereto, including payment of the purchase price. See “THE LOAN
AGREEMENTS.”

The Company’s obligations under the Loan Agreements will be unsecured. There is
no requirement in the Indentures for the Company to provide or deliver any securvity for its
obligations under the Loan Agreements.

The Bonds will be dated the date of their original issuance, will mature on August 1,
2027, will be subject to optional and mandatory tender for purchase, and will be subject fo
optional and mandatory redemption, as provided in each Indenture and as further described in
this Official Statement. The Bonds will bear interest initially af an interest rate determined for
the Auction Period ending on September 7, 2006, and thereafter will continue to bear interest at
Auction Rates for 35-day Auction Periods, unless changed in accordance with the Auetion
Procedures described herein or until a conversion to a different interest rate determination
method or until the maturity of the Bonds. The initial Auction Date for the Bonds will be
September 7, 2006 and the initial Interest Payment Date will be September 8, 2006.

Upon the issuance of the Bonds, XL Capital Assurance Inc. (the “Bond Insurer™) will
issue separate, but substantially identical, bond insurance policies (together the “Bond Insurance
Policies™) that will guarantee the payment when due of the principal of and interest on the related
series of the Bonds when due and upon special mandatory redemption on a determination of
taxability as hereinafter described. The Bond Insurance Policies will be issued pursuant to an
Insurance Agreement between the Company and the Bond Insurer to be dated the date of
issuance of the Bonds (the “Insurance Agreement”). The Bond Insurance Policies will not
insure payment of the purchase price of the Bonds subject to mandatory purchase or purchase on
the demand of the bondholders thereof, losses suffered as a result of a bondholder’s nability to
sell the Bonds at an Auction, or payment of the principal, premium or interest on the Bonds as a
result of an acceleration, redemption (other than special mandatory redemption on determination
of taxability as hereinafter described) or other advancement of maturity. Certain information
with respect to the Bond Insurance Policies and the Bond Insurer is included in this Official
Statement. See “THE BOND INSURANCE POLICIES” and Appendix F, So long as the Bond
Insurer is not in default under the Bond Insurance Policies, the Indentures and Loan Agreements
may not be armended or supplemented without the prior written consent of the Bond Insurer, in
accordance with the provisions of the Indentures. Upon the occurrence of an Event of Default
under the Indentures, the Bond Insurer will be entitled to control and direct the enforcement of
all rights and remedies granted to the bondholders or the Trustee. See “THE INDENTURES ~
Events of Default” and “~ Rights of Bond Insurer.”

The Bonds will be special and limited obligations of the Issuer, and will be
payable solely from and secured exclusively by payments, revenues and other amounts
pledged thereto pursuant to the related Indenture. The Bonds do unot represent or
constitute a debt or pledge of the faith and credit or taxing power of the Issuer or the
Commonwealth of Kentucky (the “Stafe™) or any political subdivision thereof and the
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holders and owners of the Bonds will have no right to have taxes levied by the Issuey or the
State or any political subdivision or other taxing authority of the State for the payment or
redemption price of, and interest on, the Bonds.

Brief descriptions of the Issuer, the Bonds, the Bond Insurance Policies, the Loan
Agreements, the Indentures and the Continuing Disclosure Agreements, dated as of August i,
2006 {the “Continuing Disclosure Agreements’™), between the Company and the Trustee, are
included in this Official Statement. Certain information with respect to the Company is included
as or incorporated by reference in Appendix A hereto. Appendix B sets forth Certain
Definitions; Appendix C describes the Auction Procedures for the Bonds; Appendix D describes
the Settlement Procedures for the Bonds; Appendix E is the proposed form of the opinion of
Bond Counsel to be delivered in connection with the issuance and delivery of the Bonds; and
Appendix F is a Specimen Bond Insurance Policy.

All references herein to the documents are qualified in their entirety by reference to
such documents, and references herein to the Bonds are qualified in their entirety by reference to
the definitive forms thereof included i each related Indenture. Copies of certain of the financing
documents will be available for inspection at the corporate trust office of the Trustee and, until
the issnance of the Bonds, may be obtained from the Underwriter. Except as described below,
the information relating to the Issuer, the Bonds, the Loan Agreements and the Indentures
contained under the headings “INTRODUCTORY STATEMENT,” “FHE ISSUER,” “THE
BONDS,” “THE LOAN AGREEMENTS,” “THE INDENTURES,” “TAX MATTERS” and
“LEGAL MATTERS” has been reviewed by Thompson Hine LLP, Bond Counsel, who are of
the opinion that such information is fairly summarized herein. Appendix A to this Official
Statement and all information contained ynder the heading “APPLICATION OF PROCEEDS”
has been furnished by the Company, and neither the Issuer nor Bond Counsel assumes any
responsibility for the accuracy or completeniess of such Appendix or information, The
infonmation contained under the heading “THE BONDS--Beok Entry Only System” has been
furnished by DTC, and none of the Issuer, the Company, the Underwriter or Bond Counsel
assume any responsibility for the accuracy or completeness of such information. The
information relating to Bond Insurer and the Bond Insurance Policies contained under the
heading “THE BOND INSURER” and in Appendix F has been provided by the Bond Insurer
and neither the Issuer, the Company, the Underwriter nor Bond Counsel assume any
responsibility for the accuracy or completeness of such information.

THE ISSUER

The Issuer is a body corporate and politic duly created and existing as a de jure
county and political subdivision under the constifuiion and laws of the State. The Issuer is
authorized by Section 103.200 to 103.285, inclusive, of the Kentucky Revised Statutes (the
“det”)y (i) to issue Bonds, (ii) to lend proceeds thereof to the Comapany for the purpose of
refunding the Refunded Bonds, and (jil) to enter into and perform its obligations under the Loan
Agreements and the Indentures relating to the Bonds. The Issuer, through its legislative body,
the Fiscal Court, has adopted an ordinance authorizing the issuance of the Bonds and the
execution and delivery of related documents.

Although the Issuer has consented to the use of this Official Statement in connection
with the marketing of the Bonds, the Issuer has not participated in the preparation of this Official
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Statement and, except for the information appearing herein under the caption “THE ISSUER,”
makes no representation as to its adequacy or accuracy.

APPLICATION OF PROCEEDS

Upon issuance of the Bonds, the proceeds of the Bonds will be deposited with the
Trustee in the Refunding Fund created under the respective Indenture to be used, together with
investment income thereon and other moneys provided by the Company, to redeem the
Refunded Bonds within 90 days of the date of issuance of the Bonds. The Refunded Bonds will
be redeemed at a redemption price of 100% of the principal amount thereof, plus accrued
interest to the redemption date. The Company will pay fees and expenses of the Underwriter
and other issuance costs and any other costs of refunding the Refunded Bonds.

THE BONDS

Each series of the Bonds will be issued under a separate Indenture, although each
Indenture contains substantially identical terms and provisions. The occurrence of an event of
default with respect to one series of the Bonds will not constitute an event of default with respect
to the other series of the Ronds, Redemption or conversion of one series of the Bonds may be
made in the manner described herein without the redemption or conversion of the Bonds of the
other series. Funds pledged under an Indenture to secure one series of the Bonds will not be
available for or pledged fo the other series of the Bonds. In the following summary of terms of
the Bonds, references to the Bonds, the Indenture, the Loan Agreement, the Auction Agency
Agreement, the Broker-Dealer Agreement, and other defined teyms should be read as separately
referving to each series of the Bonds and the related Indenture, Loan Agreement, Auction Agency
Agreement, Broker-Dealer Agreement and other defined terms, except as otheywise noted.

General

The Bonds will be issued under the Indenture in the aggregate principal amount and
mature on the date set forth on the cover page hereof, subject to optional and mandatory
redemption and optional and mandatory tender prior to maturity as described below. The Bonds
will be issuable as fully registered Bonds without coupons in Authorized Denominations.

Auction Rate Period
Auction Rates

Interest on the Bonds will accrue from the date of issnance and delivery. For the
Initial Interest Period, the interest rate will be the rate of interest per anmum that is the minimum
rate necessary to sell the Bonds on the date of issuance of the Bonds at the principal amount
thereof (without regard o accrued interest). After the Initial Interest Period, and prior to any
subsequent selection of a new inferest rate determination method, the Bonds will be Auction
Rate Bonds. The interest rate on Auction Rate Bonds (the “Auction Rate”) for cach Auction
Period after the Initial Interest Period will, subject to certain exceptions described below, be the
rate that the Auction Agent advises has resulted on the Auction Date from the implementation of
auction procedures set forth in dppendix C to this Official Statement (the “Auction
Procedures”), in which persons determine to hold or offer to sell or, based on interest rates bid
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by them, offer to purchase or sell Auction Rate Bonds. Each periodic implementation of the
Auction Procedures is an “duction.” Interest on Auction Rate Bonds will be computed on the
basis of a 360-day year for the number of days actually elapsed.

The rate of interest on the Aunction Rate Bonds for each subsequent Interest Period
will be the Auction Rate; provided that if, on any Auction Date, an Auction is not held for any
reason, then the rate of interest for the next succeeding Interest Period will equal the Auction
Rate in effect for the preceding Inferest Period. In no event will the Auction Rate be an interest
rate in excess of the Maximum Auction Rate on any Auction Date or the Maximum Interest Rate
at any time. Notwithstanding the foregoing, if: (a) the ownership of the Auction Rate Bonds is
no longer maintained in the Book-Entry System, the rate of interest on the Auction Rate Bonds
for any Interest Period commencing after the delivery of cerlificates representing Auction Rate
Bonds will equal the Auction Rate in effect for the preceding Interest Period; (b) a Payment
Default occurs, Auctions will be suspended and the Applicable Auction Rate Bonds Rate for the
Interest Period commencing on or after such Payment Default and for each Imterest Period
thereafter to and including the Interest Period, if any, during which, or commencing less than the
Applicable Number of Business Days after, such Payment Default is cured will equal the
Mazximum Auction Rate; or (c) if a failed conversion occurs following a proposed selection of 2
different naethod of determining interest on the Bonds, and the next succeeding Auction Date
will be two or fewer Business Days after (or on) the effective date of any such failed conversion,
then an Auction will not be beld on such Auction Date and the rate of interest on’ the Auction
Rate Bonds for the next succeeding Interest Period will be equal to the Auction Rate in effect for
the preceding Interest Period. Certain special provisions apply regarding the determination of an
Auction Rate if Sufficient Clearing Bids have not been made or in the event of the failure to meet-
certain conditions required to (i) change the length of an Auction Period, (i) adjust the
percentages used to determine the Maximum Auction Rate or (iil) effect a change in the method
of determining interest on the Bonds. See “Auction Procedures — Appendix C.”

Auction Periods and Dates

An Auction to determine the Auction Rate for each Auction Period after the initial
Auction Period will occur on each Auction Date. The Auction Date for each Auction Period will
be the Business Day immediately preceding the first day of each Interest Period, other than: (a)
each Interest Period commencing afier the ownership of the Auction Rate Bonds is no longer
maintained in book entry form by the Depository; (b) each Interest Period commencing after the
occurrence and during the continuance of a Payment Default; or (¢} any Iuterest Period
commencing less than the Applicable Number of Business Days affer the cure or waiver of a
Payment Default. It is presently anticipated that after the Initial Interest Period an Auction
Period of 35 days will be maintained for the Bonds and, therefore, Auctions for the Bonds are
anticipated to be held every fifth Thursday, commencing September 7, 2006. The Company may
change the length of one or more Auction Periods or establish a different day as the Auction
Date for future Auction Periods, See “Changes in the Auction Terms ~ Changes in the Auction
Date.”



Special Considerations Relating to duction Rate Bonds

Securities _and Exchange Commission Inguiries. On May 31, 2006, the U.S.
Securities and Exchange Comnussion (the “SEC) announced that it had setiled its investigation .
of 15 firms, including Morgan Standey & Co. Incorporated (the “Broker-Dealer”) and ifs
affiliated broker-dealer, Morgan Stanley DW Inc., that participaie in the auction rate securities
market regarding their respective practices and procedures in this market. The SEC alleged in
the settlement that the firms had managed auctions for auction rate securities in which they
participated in ways that were not adequately disclosed or that did not conform to disclosed
auction procedures. As part of the settlement, Morgan Stanley & Co. Incorporated and Morgan
Stanley DW Inc. together agreed to pay a civil money penalty of $1,500,000. In addition, both
Morgan Stanley & Co. Incorporated and Morgan Stanley DW Inc., without admitting or denying
the SEC’s allegations, agreed to be censured, to cease and desist from violating cerfain
provisions of the securities laws, to provide to customers written descriptions of their material
auction practices and procedures, and to implement procedures reasonably designed to detect and
prevent any failures by Morgan Stanley & Co. Incorporated and Morgan Stanley DW Inc. to
conduct the auction process in accordance with disclosed procedures. No assurances are given
as to how the settlement may affect the market for auction rate securities or the Bonds.

Bidding by Initial Broker-Dealer. The Broker-Dealer is permitted, but not obligated,
to submit Orders in Auctions for its own account (including for its affiliated broker-dealers)
either as a Bidder or a Seller and routinely does so in the auction rate securities market in its sole
discretion. If the Broker-Dealer submits an Order for its own account (including for its affiliated
broker-dealers), it would likely have an advantage over other Bidders because the Broker-Dealer
would have knowledge of some or all of the other Orders placed through the Broker-Dealer
{including through affiliated broker-dealers) in that Auction and, thus, could determine the rate
and size of its Order so a3 to ensure that its Order is likely to be accepted in the Auction and that
the Auction is likely to clear at a particular rate. For this reason, and because the Broker-Dealer
is appointed and paid by the Company to serve as the Broker-Dealer in the Auction, the Broker-
Dealer’s interests in conducting an Auction may differ from those of Existing Holders and
Potential Holders who participate in Auctions. See “Auction Dealer Fees.” The Broker-Dealer
(including its affiliated broker-dealers) would not have knowledge of Orders submitted to the
Auction Agent by any other firm that is, or may in the future be, appointed fo accept Orders
pursuant to a Broker-Dealer Agreement,

The Broker-Dealer may routinely place one or more Bids in an Auction for its own
account, to acquire the securities for its inventory (or that of ifs affiliated broker-dealer), to
prevent an Auction Failure Event (which would result in the Auction Rate being set at the
Maximum Auction Rate} or an Auction from clearing at a rate that the Broker-Dealer believes
does not reflect the market for the securities. The Broker-Dealer may place such Bids even after
obtaining knowledge of some or all of the other Orders submitted through it (including through
affiliated broker-dealers). When bidding for its own account, the Broker-Dealer may also bid
cutside or inside the range of rates that it posts in its Price Talk. See “Price Talk.”

The Broker-Dealer also may routinely encourage bidding by others in Auctions,
which may include to prevent an “auction failure event” or an Auction from clearing at a rate
that the Broker-Dealer believes does not reflect the market for the securities. The Broker-Dealer



may routinely encourage such Bids even after obtaining knowledge of some or all of the other
Orders submitted through it (or through affiliated broker-dealers).

Bids by the Broker-Dealer or by those it may encourage to place Bids are likely to
affect (i) the Auction Rate — including preventing the Auction Rate from being set at the
Maximum Auction Rate or otherwise causing Bidders to receive a higher or lower rate than they
might have received had the Broker-Dealer not bid or not encouraged others to bid and (if) the
allocation of securities being auctioned — including displacing some Bidders who may have their
Bids rejected or receive fewer securities than they would have received if the Broker-Dealer had
not bid or encouraged others to bid. Becguse of these practices, the fact that an Auction clears
successfully does not mean that an investment in the securities involves no significant liquidity
or credit rigk. The Broker-Dealer is not obligated io continue to place such bids or fo encourage
other Bidders to do so in any particular Auction to prevent an Auction from failing or clearing at
a rate the Broker-Dealer believes does not reflect the market for the securities. Investors should
not assume that the Broker-Dealer will do so or assume that “auction failure events” will not
occur. Investors should also be aware that Bids by Broker-Dealer or by those it may encourage
to place Bids may cause unfavorable Auction Rates to occur.

In any particular Auction, if all outstanding securities are the subject of Submitted
Hold Orders, the Auction Rate for the next succeeding Auction Period will be the All Hold Rate
(such a situation is called an “All Hold Auction”). When an All Hold Auction is likely, the
Broker-Dealer may, but is not obligated to, advise Existing Holders of that fact, which might
facilitate the submission of Bids by Existing Holders that would avoid the occurrence of an All
Hold Auction. If the Broker-Dealer decides to inform existing holders of the likelihood of an All
Hold Auction, it will make that information available to all of its customers that are Existing
Holders ai the same time.

If the Broker-Dealer (or an affiliated broker-dealer) holds the securities for its own
account on an Anction Date, the Broker-Dealer (or such affiliated broker-dealer) will submit 3
Sell Order into the Auction with respect to such position in such securities, which would prevent
that Auction from being an All Hold Auction. The Broker-Dealer (or such affiliated broker-

dealer) may, but is not obligated to, submit Bids for its own account in that same Auction, as set
forth above.

Auction Dealer Fees. For many auction rate securities, the Broker-Dealer has been
appointed by the issuers of the securities 1o serve as a dealer for the related auctions and is paid
by those issuers for its services. With respect to the Bonds, the Broker-Dealer has been
appointed to serve as a dealer in the Auctions pursuant to the Broker-Dealer Agreement between
the Auction Agent and the Broker-Dealer. That Agreement provides that the Broker-Dealer will
receive from the Company auction dealer fees at the annual rate of .25% of the principal amount
of the Bonds sold or successfully placed through the Broker-Dealer. As a result, the Broker-
Dealer’s interests in conducting Auctions may differ from those of investors who participate in
Auctions. The Broker-Dealer may share a portion of the auction dealer fees it receives from the
Company with other broker-dealers (including affiliated broker-dealers) that submit Orders
through the Broker-Dealer that the Broker-Dealer successfully places in Auctions.

Similarly, with respect to auctions for other auction rate securities for which the
Broker-Dealer does not serve as a dealer, the other broker-dealers who serve as dealers in those
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auctions may share auction dealer fees with the Broker-Dealer for orders that the Broker-Dealer
submits through those broker-dealers that those broker-dealers successfully place in those
auctions.

Price Talk. Before the start of at Auction, the Broker-Dealer may, in its discretion,
make available to Existing Holders and Potential Holders, the Broker-Dealer’s good faith
judgment of the range of likely clearing rates for the Auction based on market and other
information. This is known as “Price Talk.” Price Talk is not a guarantee, and Existing and
Potential Holders ate free to use it or ignore it. If the Broker-Desler (or an affiliated broker-
dealer) provides Price Talk, the Broker-Dealer (or such affiliated broker-dealer) will make the
Price Talk available to all Existing Holders and Prospective Holders. The Broker-Dealer may
occasionally update and change the Price Talk based on, for example, changes in issuer credit
quality or macroeconomic factors that are likely to result in a change in interest rate levels, such
as an announcement by the Federal Reserve Board of a change in the Federal Funds rate or an
announcement by the Bureau of Labor Statistics of unemployment numbers. The Broker-Dealer
(or such affiliated broker-dealer) will make such changes available to all Existing Holders and
Potential Holders that were given the original Price Talk.

“All-or-Nothing” Bids. The Broker-Dealer (including any affiliated broker-dealer)
does not accept “all-or-nothing” bids (i.e., bids whereby the bidder proposes to reject an
allocation smaller than the entire quantity bid) or any other type of bid that allows the bidder to
avoid auction procedures that require the pro rata allocation of securities where there are not
sufficient sell orders to fill all bids at the clearing rate.

No Assurances Regarding Auction Outcomes. The Broker-Dealer (including any
affiliated broker-dealer) provides no assurance as 1o the outcome of any Auction, nor provides
any assurance that any Bid will be accepted or that the Auction will clear at a rate that a Bidder
considers acceptable. Bids may be rejected or may be only partially filled, and the rate on any
Bonds purchased or retained may be lower than the Bidder expected.

Deadlines/Auction Periods. Each particular Auction has a formal time deadline by
which all Bids must be submitted by the Broker-Dealer to the Auction Agent. This deadline is
called the “Submission Deadline.” To provide sufficient time to process and submit customer
Bids to the Auction Agent before the Submission Deadline, the Broker-Dealer (and any affiliated
broker-dealer) imposes an earlier deadline ~ called the “Internal Submission Deadline” — by
which Bidders mmst submit Bids fo the Broker-Dealer {or such affiliated broker-dealer). The
Internal Submission Deadline is subject to change by the Broker-Dealer (or such affiliated
broker-dealer). The Broker-Dealer may allow for correction of clerical errors after the Internal
Submission Deadline and prior to the Submission Deadline. The Broker-Dealer’ {or such
affilisted broker-dealer) may submit Bids for its own account at any time until the Submission
Deadline. Some auction agents allow for the correction of clerical errors for a specified period of
time after the Submission Deadline.

Existing Holder’s Ability to Resell Auction Rate Securities May Be Limited.
Existing Holders will be able to sell all of the Bonds that are the subject of submitted Sell Orders
only if there are Bidders willing to purchase all thogse Bonds in the Auction. If sufficient clearing
Bids have not been made, Existing Holders that have submitted Sell Orders will not be able to
sell in the Aunction some or all of the Bonds subject to such submitted Sell Orders. As discussed
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above (see “Bidding by Initial Broker-Dealer™), the Broker-Dealer may submit a bid in an
Auction to keep it from failing, but it is not obligated to do so. There may not always be enough
bidders to prevent an Auction from failing in the absence of the Broker-Dealer bidding in the
Auction for its own account or encouraging others to bid.

Between Auctions, there can be no assurance that a secondary market for the Bonds
will develop or, if it does develop, that it will provide Existing Holders the ability to resell the
Bonds on the terms or at the times desired by an Existing Holder. The Broker-Dealer {or an
affiliated broker-dealer) may, in its own discretion, decide to buy or sell the Bonds in the
secondary market for its own account to or from investors at any time and at any price, including
at prices equivalent to, below, or above the par value of the Bonds. However, neither the Broker-
Dealer (nor its affiliated broker-dealers) is obligated to make a market in the Bonds, and may
discontinue trading in the Bonds without notice for any reason at any time, Existing Holders who
resell between Auctions may receive less than par value, depending on market conditions.

The ability to resell the Bonds will depend on various factors affecting the market for
the Bonds, including news relating to the Company or the Bond Insurer, the atfractiveness of
alternative investments, the perceived rsk of owning the Bonds (whether related to credit,
Hquidity or any other risk), the tax or accounting {reatment accorded the Bonds {including recent
clarification of U.S. generally accepted accounting principles as they apply to the accounting
treatment of auction rate securities), reactions of market participants to regulatory actions (such
as those described in “Securities and Exchange Commission Inquiries,” above) or press reports,
financial reporting cycles and market conditions generally. Demand for the Bonds may change
without warning, and declines in demand may be short-lived or continue for longer periods.

The Auction Agency Agreement {described below) provides that the Auction Agent
may resign from its duties as Auction Agent by giving at least 45 days notice to the Company
and the Broker-Dealer, among others, and does not require, as a condition to the effectiveness of
such resignation, that a replacement Auction Agent be in place. The Broker-Dealer Agreement
provides that the Broker-Desler thereunder may resign upon five days notice and does not
require, as a condition to the effectiveness of such resignation, that a replacement Broker-Dealer
be in place. For any Auction Period during which there is no duly appointed Auction Agent, or
during which there is no duly appointed Broker-Dealer, it will not be possible to hold auctions,
with the result that the interest rate on the Bonds will be determined as described in dppendix C
- “Aunction Procedures.”

Broker-Dealers

As described above, the initial Broker-Dealer for the Bonds is Morgan Stanley & Co.
Incorporated (together with any successor or other entity entering into a Broker-Dealer
Agreement, the “Broker-Dealer” and collectively, the “Broker-Dealers”). The Auction Agent
will enter into separate, but substantially identical, agreements with the Broker-Dealer with
respect to each series of the Bonds and, from time to time, may enter into similar agreements
(each, & “Broker-Dealer 4greement” and, collectively, the “Broker-Dealer Agreements”) with
one or more additional Broker-Dealers, at the written direction of the Company with the
approval of the Remarketing Agent (which approval will not be unreasonably withheld) which
provide for their participation in Auctions. The Company may elect to designate a new Broker-
Dealer for the Series 20068 Bonds prior to, or shortly following, the end of the Initial Interest
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Period for the Series 20068 Bonds. The Auction Agent will pay to each Broker-Dealer after each
auction, from funds provided by the Company, a service charge that will be based on a rate equal
to the percentage of the stated value of the Bonds held by such Broker Dealer and such Broker-
Dealer’s customers upon settlement in an Auction calculated on an annualized basis. See
“Special Considerations Relating to Auction Rate Bonds — Auction Dealer Fees” above. A
Broker-Dealer may share a portion of such fee with non-participating broker-dealers that submit
Bids fo the Broker-Dealer that are fulfilled at an Auction. In the event that there is more than
one Broker-Dealer, the Company will specify which Broker-Dealer is to perform certain
functions under the Indenture.

Interest Payment Dates

Interest on the Auction Rate Bonds initially will be payable on the first Business Day
after the end of each Auction Period. It is presently anticipated that each Auction Period for the
Bonds will be 35 days, in which case the Interest Payment Dates after the initial Interest Payment
Date (September 8, 2006) generally will be every fifth Friday. '

The determination of any interest rate by the Remarketing Agent in accordance with
the Indenture or by the Auction Agent in accordance with the Auction Procedures will be
conclusive and binding upon the Issuer, the Trustee, the Paying Agent, the Auction Agent, the
Remarketing Agent, the Company, all Broker-Dealers and the registered and beneficial owners
of Auction Rate Bonds. Failure of the Remarketing Agent, the Paying Agent, the Trustee, the
Auction Agent or DTC or any DTC Participant to give any of the notices described in the
Indenture, or any defect therein, will not affect the interest rate to be bome by any Auction Rate
Bonds nor the applicable Auction Period.

In no event will the Auction Rate be more than the Maximum Auction Rate on any
Aunction Date or the Maximum Inferest Rate at any time.

Auction Aeency Apreement

The Company will enter into separate, but substantially identical, agreements (each
an “Auction Agency Agreement” and, collectively, the “Auction Agency Agreements”) with
respect to each series of Bonds with Deutsche Bank Trust Company Americas (together with any
succeszor bank or trust company or other entity entering into a similar agreement with the
Company, the “Auction Agent”) which provide, among other things, that the Auction Agent will
follow the Auction Procedures for the purposes of determining the Auction Rate so long as the
Auction Rate is to be based on the results of an Auction. See “Auction Procedures — Concerning
the Auction Agent.”

Remarketing Agreement

The Company will enter into separate, but substantially identical, Remarketing
Agreements (the “Remarketing Agreements”) with Morgan Stanley & Co. Incorporated with
respect to each series of Bonds (fogether with any successor as remarketing agent under the
Indenture, the “Remarketing Agent™), which sets forth the Remarketing Agent’s duties and
responsibilities and provides for the remarketing of Bonds bearing an interest rate other than an
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Auction Rate. For each Rate Period, the interest rate for the Bonds will be determined by the
Remarketing Agent in accordance with the Indenture; provided that, the interest rate or rates
bomne by the Bonds may not exceed the lesser of (a) 13% per annum, (b) the maximum rate of
interest permitted under State law, or (¢) in the case of Bonds bearing intercst at a Variable Rate,
the maximum rate of interest permitted by any Liquidity Facility then in effect (the “Maximum
Interest Rate™), See also “THE INDENTURES ~ Remarketing Agent.”

Liguidity Facility

Under the Indenture, upon conversion to a Rate Period that provides for either
optional or mandatory tender for purchase of Bonds prior to maturity, a Liquidity Facility
acceptable to the Bond Insurer must be delivered to the Trustee to provide for the payment of
purchase price of Bonds tendered for optional or mandatory purchase, unless the requirement to
deliver a Liquidity Facility is waived by the Bond Inswrer. No Liguidity Facility will be provided
in connection with Auction Rate Bonds. As a consequence, cerfain provisions in the Indenture
that would be applicable to the Bonds if a Liquidity Facility were delivered are not described in
this Official Statement. I, at the option of the Company, a Liquidity Facility is delivered with
respect to the Bonds, the Bonds will be subject to mandatory tender for purchase at a purchase

price equal to 100% of the principal amount thereof on the date of the delivery of the Liquidity
Facility.

Depository

Unless a successor securities deposifory is designated pursuant to the Indenture, or
uniess the Company otherwise directs, DTC will act as the Depository for its members and
participants (the “DTC Parficipants”) with respect to Auction Rate Bonds. On the date of
delivery of Auction Rate Bonds offered hereby, the” Auction Rate Bonds will be issued in a
global Bond in the denomination equal to the aggregate principal amount of Auction Rate Bonds
authorized pursuant to the Indenture. It is anticipated that such Bond will be registered in the
name of Cede & Co., a nominee of DTC. The global Bond will bear a legend to the effect that
such global Bond is issued subject to the provisions restricting transfers of Auction Rate Bonds
contained in the Indenture. Stop-transfer instructions will be issued to the Paying Agent. DTC
or its nominee will be the holder of record of all issued and outstanding Auction Rate Bonds and
beneficial owners of such Auction Rate Bonds may not obtain physical possession of Auction
Rate Bonds beneficially owned by them.

Payment of principal, inferest and preminm, if any, on Auction Rate Bonds will be
made to DTC or its nominee, Cede & Co., as registered owner of Auction Rate Bonds. Upon
receipt of moneys, the current practice of DTC is to credit immediately the accounts of the DTC
Participants in accordance with ftheir respective holdings shown on the records of DTC,
Payments by DTC Participants to beneficial owners are governed by standing instructions and
customary practices, as is now the case with municipal securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such
DTC Participants and not of DTC, the Issuer, the Trustee, the Paying Agent, the Auction Agent
or the Company, subject to any statutory and regulatory requirements as may be in effect from
time to time. No assurances can be provided that in the event of bankruptcy or insolvency of
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DTC or a DTC Participant through which a beneficial owner holds its interest in Auction Rate
Bonds, payment will be made by DTC or the DTC Participant on a timely basis,

The Issuer, the Trustee, the Paying Agent, the Company and the Remarketing Agent
will recognize DTC or its nominee as the registered owner of Auction Rate Bonds for all
purposes, including notices and consents. Conveyance of notices and other communications by
DTC to DTC Participants and by DTC Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory and regulatory requirements as may be in
effect from time to time.

Bond certificates are required to be issued in exchange for a global certificate and
registered in such names of the Beneficial Owner and in Authorized Denominations as the
Depository, pursuant to instructions from the Participants or otherwise, will instruct the Trustee
under the following circumstances:

(@  The Depository determines to discontinue providing its service with
respect to the Bonds and no successor has been appointed within 90 days after the
Company receives notice thereof. Such a determination may be made by a Depository
at any time by giving notice to the Company, the Issuer, the Trustee, the Auction
Agent, the Registrar and the Paying Agent and discharging its responsibilities with
respect thereto under applicable law,

(b}  The Company determines that continuation of the system of Book-

Entry transfers through the Securities Depository is not in the best interests of the
Beneficial Owners.

{¢)  The Remarketing Agent has notified the Issuer, the Company, the
Auction Agent, the Registrar, the Paying Agent and the Trustee that the Auction Rate
Bonds should not be maintained in the Book-Entry System.

(d)  The Depository is no longer registered or in good standing under the
Securifies Exchange Act or other applicable statute or regulation and no successor has
been appointed within 90 days after the Company receives notice thereof.

DTC, which is a New York-chartered, limited purpose trust company, performs
services for its participants (including the DTC Participants), some of whom (and/or their
representatives) own DTC. DTC maintains lists of its participants and will maintain the
positions (ownership interests) held by each DTC Participant in Auction Rate Bonds, whether as
an Bxisting Holder for its own account or as a nominee for another Existing Holder. Each
Beneficial Owner of Auction Rate Bonds must make arrangements with its DTC Participant or
Broker-Dealer to receive notices and payments with respect fo Auction Rate Bonds,

Beneficial Owners of the Bonds may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Bonds, such as
redemptions, tenders, defaults and proposed amendments to the Bond documents. Beneficial
Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has
agreed to obtain and transmit notices to Beneficial Owners, or in the alternative, Beneficial
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Owners may wish to provide their names and addresses to the Registrar and request that copies
of notices be provided directly to them.

THE ISSUER, THE COMPANY, THE TRUSTEE, THE REGISTRAR, THE
PAYING AGENT, THE AUCTION AGENT, THE BROKER-DEALER AND THE
REMARKETING AGENT HAVE NO RESPONSIBILITY WiITH RESPECT TO (I) THE
ACCURACY OF THE RECORDS OF DTC OR ANY DTC PARTICIPANT AS TO THE
BENEFICIAL OWNERSHIP OF AUCTION RATE BONDS; (II) THE DELIVERY OF
EITHER NOTICES OR PAYMENT TO ANY PARTY OTHER THAN DTC OR ITS
NOMINEE AS REGISTERED OWNER OF AUCTION RATE BONDS; (II[) ANY CONSENT
GIVEN OR OTHER ACTION TAKEN BY DTC OR ITS NOMINEE AS THE HOLDER OF
RECORD OF ALL ISSUED AND QUTSTANDING AUCTION RATE BONDS; OR (IV) THE
SELECTION BY DTC OR ANY DTC PARTICIPANTS OF ANY BENEFICIAL OWNERS
TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF AUCTION
RATE BONDS.

See “Book-Entry-Only System” below for further information about DTC and its
procedures.

Auction Procedures

Auction_and Settlement Procedures. A summary of the Auction Procedures is set
forth in dppendix C to this Official Statement.

A summary of the Settlement Procedures (as set forth in Exhibit A to the initial
Broker-Dealer Agreement) to be used with respect to Auctions is set forth as Appendix D to this
Official Statement,

Concerning the Auction Agent. Deutsche Bank Trust Company Americas is the
initial Auction Agent. The Auction Agent is acting as agent for the Company in connection with
Auctions. In the absence of willful misconduct or negligence on ifs part, the Auction Agent will
not be liable for any action taken, suffered or omitted or for any error of judgment made by it in
the performance of its duties under the Auction Agency Agreement and will not be liable for any
error of judgment made in good faith unless the Auction Agent has been negligent in
ascertaining (or failing to ascertain) the pertinent facts necessary to make such judgment.

The Auction Agent may terminate the Auction Agency Agreement upon notice in
accordance with the Indenture. The Auction Agent may be removed at any time by the
Company, with the consent of the Bond Insurer (such consent not to be unreasonably denied), or
the holders of a majority of the aggregate principal amount of the Auction Rate Bonds upon at
least 45 days® written notice to the Auction Agent, the Paying Agent, the Registrar, the Issuer,
the Broker-Dealers, the Bond Insurer and the Remarketing Agent. If the Auction Agent should
resign or be removed, the Company is obligated under the Remarketing Apreement to use its best
efforts to appoint a successor Auction Agent and enter info an agreement with a successor
Auction Agent, subject to the consent of the Bond Insurer, containing substantiaily the same
terms and conditions as the Auction Agency Agreement,
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Changes in the Auction Ferms

Changes in an Auction Period. The Company may change the length of one or more
Auction Periods (and will make a corresponding change in the Interest Payment Date) in order fo
conform with then current market practice with respect to similar securities, The Company may
also change the length of one or more Auction Periods (and may make a corresponding change in
the Interest Payment Date) in order to accommodate economic and financial factors that may
affect or be relevant to the length of the Auction Period and the interest rate borne by the Auction
Rate Bonds,

The Company will initiate the change in the length of one or more Auction Periods by
giving written notice to the Trustee, the Paying Agont, the Auction Agent, the Remarketing
Agent, the Issuer and the Depository in the form required by the Indenture at least five days prior
to the Auction Date for such Auction Period.

Any such changed Auction Period may not be less than seven days and must be an
integral multiple of seven days.

The change in the length of one or more Auction Periods will not be allowed unless
Sufficient Clearing Bids existed at both the Auction before the date on which the notice of the
proposed change was given and the Auction immediately preceding the proposed change.

The change in length of one or more Auction Periods will take effect only if (A) the
Paying Agent, the Remarketing Agent and the Auction Agent receive, by 11:00 a.m., New York
City time on the Business Day before the Auction Date for the first such Auction Period, a
certificate from the Authorized Company Representative in-substantially the form required by
the Indenture, authorizing the change in the length of one or more Auction Periods specified in
such certificate and (B) Sufficient Clearing Bids exist at the Auction on the Auction Date for
such first Auction Period. If the condition referred to in (A) above is not met, the Applicable
Auction Rate Bonds Rate for the next Auction Period will be determined pursuant to the Auction
Procedures and the Auction Period will be the Auction Period determined without reference to
the proposed change. 1f the condition referred to in {A) is met but the condition referred to in (B)
above is not met, the Applicable Auction Rate Bonds Rate for the next Auction Period will be
the Maximum Auction Rate and the Anction Period will be the Auction Period determined
without reference fo the proposed change.

Chonges in the Auction Dafe. The Company may specify an earlier Auction Date
{but in no event more than five Business Days earlier) than the Auction Date that would
otherwise be determined in accordance with the definition of “Auction Date” with respect to one
or more specified Auction Periods in order to conform with then current market practice with
respect to similar securities. The Company, in order to accommodate economic and financial
factors that may affect or be relevant to the day of the week constifuting an Auction Date and the
interest rate borne on the Auction Rate Bonds, may specify an earlier Auction Date (but in no
event more than five Business Days earlier) than the Auction Date that would otherwise be
determined in accordance with the definition of “Auction Date” with respect to one or more
specified Auction Periods. The Authorized Company Representative will provide notice of any
determination o specify an earlier Auction Date for one or more Auction Periods by means of a
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written notice delivered at least five days prior to the proposed changed Auction Date to the
Trustee, the Paying Agent, the Auction Agent, the Remarketing Agent, the Issuer and the
Depository. Such notice will be substantially in the form of, or contain substantially the
information required by, the Indenture.

Notice Regarding Changes. Pursuant to the Aunction Agency Agreement, the Auction
Agent will mail to the Existing Holders within two Business Days of its receipt thereofl (1) any
notice of a change in the Aunction Period and (2) any certificate authorizing the adjustment of the
All Hold Rate and/or the Applicable Percentage used to determine the Maximum Auction Rate.
BXISTING HOLDERS TO WHOM ANY OF THE FOREGOING NOTICES HAVE BEEN
DELIVERED SHOULD CONTACT THEIR BROKER-DEALER TO BE GIVEN
INFORMATION REGARDING ANY OF THE FOREGOING CHANGES.

Inte;}est Rate Determination Methods

Determination of Interest Rates and Rate Periods (other than duction Rafe). Following
Conversion from an Auction Rate Period, each interest rate to be determined by the Remarketing
Agent will be the lowest rate of interest which, in the judgment of the Remarketing Agent, would
cause the Bonds to have a market value on the commencement date of such Rate Period equal to the
ptincipal amount thereof plus accrued and unpaid interest, if any, under prevailing market
conditions as of the date of deterniination. In no event will the Variable Rate be an interest rate in
excess of the Maximum Interest Rate. All determinations of Variable Rates, including Commercial
Paper Rate Periods and Term Rate Periods, pursuant to the Indenture will be conclusive and binding
upon the Issuer, the Company, the Trustee, the Paying Agent, the Liquidity Facility Issuer and the
holders of the Bonds. The Variable Rate in effect for Bonds during any Rate Period will be
available to Holders on the date such Variable Rate is determined, between 1:00 p.m. and 5:00 pm.,
New York City time, from the Remarketing Agent or the Trustee at their principal offices. Under
the Indenture, the Bonds may be in different Rate Periods at any one time and the provisions of the
Indenture will separately apply with respect to each portion of the Bonds.

During any transitional period for a conversion from the Commercial Paper Rate Period
to a Daily or Weekly Rate Period in which the Remarketing Agent is setting different Commercial
Paper Rate Periods in order to effect an orderly transition of such conversion, Bonds bearing interest
at the Commercial Paper Rate will be governed by the provisions of the Indenture applicable to
Commercial Paper Rate Periods and Commercial Paper Rates, and Bonds bearing interest at the
Daily Rate or Weekly Rate, as applicable, will be governed by the provisions of the Indenture
applicable fo such Daily Rates and Daily Rate Periods or Weekly Rates and Weekly Rate Periods,
as the case may be.

Commercial Paper Rate and Commercial Paper Rate Period. The Commercial Paper
Rate Perod for each Bond will be determined separately by the Remarketing Agent on or prior to
the first day of such Commercial Paper Rate Period as being the Commercial Paper Rate Period
which, in the judgment of the Remarketing Agent, will, with respect to each Bond, ultimately
produce the lowest overall interest cost on the Bonds during the Comumercial Paper Rate Period;
provided that each Commercial Paper Rate Period will be from one day to 270 days in length, will
begin on a Business Day and end on a day preceding a Business Day or the day preceding the
Maturity Date. The Commercial Paper Rate for each Commercial Paper Rate Period will be
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effective from and including the commencement date of such period and remain in effect to and
including the last day thereof. Each such Commercial Paper Rate will be determined by the
Remarketing Agent no later than 1:00 p.m., New York City time, on the first day of the Commercial
Paper Rate Period as the minimum rate of interest necessary, in the judgment of the Remarketing
Agent, to enable the Remarketing Agent to sell such Bond on that day at a price equal © the
principal amount thereof. If the Remarketing Agent has received notice of any conversion to a
Term Rate Period, the remaining number of days prior to the Conversion Date or, if the
Remarketing Agent has received notice of any conversion from a Commercial Paper Rate Period to
a Daily or Weekly Rate Period, the length of each Commercial Paper Rate Period for each Bond
will be determined by the Remarketing Agent to be either (i) that length of period that, as soon as
possible, will enable the Commercial Paper Rate Periods for all Bonds to end on the day before the
Conversion Date, or (i) that length of period which, based on the Remarketing Agent’s judgment,
will best promote an orderly transition to the next Rate Period. If a Liquidity Facility is then in
effect, no Commercial Paper Rate Period may be established which is longer than a period equal to
the maximum number of days’ interest coverage provided by such Liquidity Facility minus 15 days
or which extends beyond the remaining term of such Liquidity Facility minus 15 days,

Daily Rate and Daily Rate Period. Daily Rate Periods will commence on a Business
Day and will extend to, but not include, the next succeeding Business Day. The Daily Rate for each
Daily Rate Period will be effective from and including the commencement date thereof and will
remain in effect during that Daily Rate Period. Each such Daily Rate will be determined by the
Remarketing Agent no Jater than 10:30 a.m., New York City time, on the Business Day which is the
commencement date of the Daily Rate Period to which it relates.

Weekly Roie and Weekly Rate Period Weekly Rate Periods will commence on
Wednesday of each week and end on Tuesday of the following week, except that (i) in the case of a
conversion to a Weekly Rate Period, the initial Weekly Rate Period for Bonds will commence on
the Conversion Date and end on Tuesday of the following week; and {ii) in the case of & conversion
from a Weekly Rate Period to a different Rate Period, the last Weekly Rate Period prior to
conversion will end on the last day immediately preceding the Conversion Date. The Weekly Rate
for each Weekly Rate Period will be effective from and including the commencement date of such
period and will remain in effect through and including the last day thereof. Each such Weekly Rate
will be determined by the Remarketing Agent no later than 10:00 a.m., New York City time, on the
commencement date of the Weekly Rate Period to which if relates.

Term_Rate and Term Bate Period. Term Rate Periods will commence either on a
Conversion Date (including a conversion from a Term Rate Period to a Term Rate Period of a
different duration) or, if then in a Term Rate Period, the commencement date of an immediately
successive Term Rate Period of the same duration and extend fo but not include either the
commencement date of an immediately successive Term Rate Period {of whatever duration) or the
Conversion Date on which an Auction, Daily, Weekly or Commercial Paper Rate Period becomes
effective. The Term Rate for each Term Rate Period will be effective from and including the
commencement date of such period and remain in effect through and including the last day thereof.
Each such Term Rate will be determined by the Remarketing Agent not later than 12:00 noon, New
York City time, on the Business Day immediately preceding the commencement date of such
period. The duration of each successive Term Rate Period will be the same as the then current Term
Rate Period until the Company elects to convert the Term Rate Period to an Auction, Daily, Weekly

16



or Comumercial Paper Rate Period, or to 2 Term Rate Period of a different duration, all as provided
in the Indenture.

Failure of Remarketing Agent to Sei Rate. If the Remarketing Agent fails for any reason
to determine the rate for any Rate Period, then the Bonds will bear such interest at the last effective
rate established for such Rate Period, except as otherwise set forth in the Indenture.

Conversions

Conversions Between Rate Periods. At the option of the Company, the Bonds may be
-~ converted from one Rate Period to another, including a conversion from one Term Rate Period to
another Term Rate Period of a different duration. The Conversion Date must be an Interest
Payment Date for the Rate Period from which the conversion is to be made; provided, however, that
(i) if the conversion is from a Term Rate Period to another Rate Perod, including a Term Rate
Period of a different duration, the Conversion Date must be limited to any Interest Payment Date
upon which the Bonds are subject to optional redemption pursuant to the Indenture or the last
Interest Payment Date of that Term Rate Period, as the case may be; (i) if the conversion is fiom a
Daily Rate Period to a Weekly Rate Period, or from a Weekly Rate Period to a Daily Rate Period,
the Conversion Date may be any Wednesday, regardless of whether the Wednesday is an Interest
Payment Date; and (jii) if the conversion is from a Cominercial Paper Rate Period, the Conversion
Date must be the last Interest Payment Date on which interest is payable for all Bonds bearing
Commercial Paper Rates theretofore established; provided, however, that if the conversion is from a
Commercial Paper Rate Period to a Daily or Weekly Rate Period, there may be more than one
Conversion Date in accordance with the Indenture and in that case the Conversion Date with respect
to each Bond must be an Interest Payment Date for suoch Bond.

Not fewer than 15 days prior to the Conversion Date in the case of conversions from
Agction, Daily, Weekly and Commercial Paper Rate Periods, and not fewer than 30 days prior to
the Conversion Date in the case of a conversion from a Term Rate Period, and not fewer than 30
days prior to the last Business Day before the commencement of a new Term Rate Period, the
Trustee will mail by first class mail a written notice of the conversion or of the commencement of
such new Term Rate Period fo each holder stating: (i) in the case of a conversion, the type of Rate
Period to which the conversion will be made and the Conversion Date, (ii) that the Bonds will be
subject to mandatory tender for purchase on the Conversion Date or on the Business Day
immediately succeeding the last day of a Term Rate Period, as the case may be, and the purchase
price of the Bonds, and (i) if the Bonds are no longer in book-entry form and are therefore in
certificated form, information with respect to required delivery of bond certificates and payment of
the purchase price pursuant to the Indenture.

Conditions Precedent fo Conversions. Any conversion (i) from an Auction, Daily,
Weekly or Commercial Paper Rate Period to a Term Rate Period, (if) from a Term Rate Period to an
Auction, Daily, Weekly or Commercial Paper Rate Period, or (iii) to a Term Rate Period from a
Term Rate Period (on a date other than the date originally scheduled as the Jast Interest Payment
Date of the then current Term Rate Period) will be subject to the condition that on or before the
Conversion Date, the Company will have delivered to the Issuer, the Trustee, the Auction Agent,
the Paying Agent, the Bond Insurer and the Remarketing Agent an Opinion of Bond Counsel to the
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effect that the conversion is authorized under the Indenture and the Act and will not adversely affect
the exclusion from gross income of interest on the Bonds for federal income tax purposes.

As a condition to any conversion from the Auction Rate Period to a Rate Period that
provides for either optional or mandatory tender for purchase of Bonds prior to maturity, unless the
Bond Inswer otherwise consents, a Liguidity Facilify acceptable to the Bond Insurer must be
delivered to the Trustee. The Liquidity Facility, if any, to be held by the Trustee after the
Conversion Date must be sufficient to cover the principal of and accrued interest on the outstanding
Bonds for the maximum Interest Period permitted for that particular Rate Period plus 15 days, and,
if a Liquidity Facility is to be held by the Trustee after the conversion of the Bonds o a Term Rate
Period, that Liquidity Facility roust also extend for the entire Term Rate Period plus 15 days. a
Liquidity Facility is in effect and the purchase price of the Bonds under the Indenture includes any
premivm, such conversion will be subject to the condition that the Trustee will have confirmed prior
to mailing notice to the holders of such conversion that the Trustee is entitled to draw on that
Liquidity Facility in an aggregate amount sufficient to pay the applicable purchase price (including
such premiuvm). Notwithstanding anything in the foregoing, if an Event of Default involving a
payment default on the part of the Company has occurred and is continming, the Bond Insurer will
succeed to the rights of the Company to request or direct a change in the Rate Period, provided that

such payment defanlt has occurred and is continuing for a period of 35 days from the date of such
payment default.

Failure of Conversion. f for any reason a condition precedent to a conversion of the
Bonds is not met, the conversion will not be effective (although any mandatory tender pursuant to
the Indentore will be made on such date if the notice required under the Indenture has been sent to
holders stating that the Bonds would be subject to mandatory pnrchase on that date), and the Bonds,
except as otherwise provided and subject to the conditions set forth in the Indenture, generally will
. be converted to a Weekly Rate Period and bear interest at the Weekly Rate determined by the
Remarketing Agent as of the date on which the conversion was 1o oceur.

Optional Tenders

Purchose Price and Purchase Dates. The holders of Bonds bearing interest for a Daily
or Weekly Rate Period may elect to have their Bonds or portions thereof purchased at a purchase
price equal to 100% of the principal amount of such Bonds {or portions thereof), plus any interest
acerued from the immediately preceding Interest Payment Date and unpaid. There is no optional
tender right while the Bonds are in a Commercial Paper Rate, Term Raie or Auction Rate Period.

Daily Rate. Bonds bearing interest at Daily Rates may be tendered for purchase at a
price payable in immediately available funds on any Business Day, upon telephonic or electronic
notice of tender given not later than 11:00 a.m., New York City time, on the purchase date 10 the
Paying Agent. Any telephonic notice must be promptly confirmed by the holder to the Paying
Agent in writing.

Weekly Rate. Bonds bearing interest at Weekly Rates may be tendered for purchase at a
price payable in immediately available funds on any Business Day, upon delivery of written or
electronic notice of tender to the Paying Agent not later than 5:00 p.m., New York City time, on a
Business Day not fewer than seven days prior to the purchase date.
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Notice of Tender. When a book-entry-only system is in effect, a Beneficial Owner
through its Direct Participant of that book-entry-only system may tender its interest in a Bond (or
portion of Bond) by delivering notice, in the manner and by the time set forth above, to the Paying
Agent stating the principal amount of the Bond (or portion of Bond being tendered), payment
instructions for the purchase price and the purchase date. The Beneficial Owner will effect delivery
of such Bonds by causing such Direct Participant to transfer its interest in the Bonds equal to such
Beneficial Owner’s interest on the records of DTC to the participant account of the Paying Agent
with DTC. When a book-entry-only system is not in effect, a holder of a Bond may tender the Bond
{or portion of Bond) by delivering a notice, in the manner and by the time set forth above, to the
Paying Agent which states (A} the principal amount of the Bond or Bonds to which the notice
relates, (B) that the holder irrevocably demands purchase of such Bond or Bonds or a specified
portion thereof in an amount equal to the lowest denomination then authorized or an integral
multiple of such lowest denomination, (C) the date on which such Bond or portion is to be
puxchased, and (D) payment instructions with respect to the purchase price.

Mandatory Tenders

Commercial Paper Rote Perlods. Fach Bond bearing interest at a Commercial Paper
Rate will be subject to mandatory tender for purchase, on the Interest Payment Date applicable to
such Bond, at a purchase price equal to 100% of the principal amount thereof, without premium.

Conversion Dates. On any Conversion Date (other than a Conversion Date from a Daily
Rate Period to a Weekly Rate Period or from a Weekly Rate Period fo a Daily Rate Period), the
Bonds will be subject to mandatory tender for purchase on such Conversion Date at a purchase price
equal to 100% of the principal amount thereof or, in the case of Bonds bearing interest at a Term
Rate which are tendered on a day on which those Bonds are subject to optional redemption at a
redemption price of more than 100% of the principal amount redeemed, at a purchase price equal to
that redemption price.

Term Rate Periods. On the Business Day immediately succeeding the last day of each
Term Rate Period, the Bonds will be subject to mandatory tender for purchase on such date at a
purchase price equal to 100% of the principal amount thereof.

Notices of Mandatory Tenders. Not fewer than 15 days prior to the Conversion Date in
the case of conversions from Auction, Daily, Weekly and Commercial Paper Rate Periods, and not
fewer than 30 days prior to the Conversion Date in the case of a conversion from a Term Rate
Period and not fewer than 30 days prior to the last Business Day before the commencement of a
new Term Rate Period, the Trustee will mail by first class mail a written notice to each holder,
setting forth those matters required by the Indenture, including a statement that the Bonds will be
subject to mandatory purchase on the Conversion Date or on the Business Day immediately
succeeding the last day of the current Term Rate Period. No notice will be given in connection with
the mandatory purchase of a Bond bearing interest at a Commercial Paper Rate on an Interest
Payment Date applicable to such Bond.
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Remarketing and Purchase of Tendered Bonds

The Indenture provides that, unless otherwise instructed by the Company, the
Remarketing Agent will offer for sale and use its best efforts to find purchasers for Bonds for which
notice of tender has been received or which are subject to mandatory tender for purchage. The
Remarketing Agent will not sell any Bond as to which a notice of conversion from one type of Rate
Period to another has been given by the Trustee, unless the Remarketing Agent has advised the
person to whom the sale is made of the conversion. There will be no purchase of Bonds if an
acceleration has been declared under the lndenture due to any Event of Default described under
“THE INDENTURES - Events of Default,” and there will be no remarketing of Bonds if there has
occmred and is continuing an Event of Default or a Default under the Indenture, except in the sole
discretion of the Remarketing Agent.

The purchase price of Bonds tendered for purchase will be paid by the Paying Agent
from the following funds in the priority indicated: (i} proceeds of the remarketing of such Bonds by
the Remarketing Agent to persons other than the Company, its affiliates or the Issuer, (i) proceeds
of the Liquidity Facility, if any, and (il) proceeds of the remarketing of such Bonds by the
Remarketing Agent to the Company, its affiliates or the Issuer.

Payment of Purchase Price

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

When a book-entry-only system is not in effect, all Bonds to be pwrchased on any date
must be delivered to the Principal Office of the Paying Agent at or before (i) 12:00 noon, New York
City time, on the purchase date in the case of Bonds accruing interest at Auction or Weekly Rates;
(if) 1:00 p.an., New York City time, on the purchase date in the case of Bonds bearing interest at
Daily or Commercial Paper Rates; or (1ii) 3:00 p.m., New York City time, on the purchase date in
the case of Bonds bearing interest at a Term Rate. If the holder of any Bond (or portion thereof)
that is subject to purchase fails to deliver such Bond to the Paying Agent for purchase on the
purchase date, and if the Paying Agent is in receipt of the purchase price, the Bond will be
purchased on the day fixed for purchase and ownership of such Bond (or portion thereof) will be
transferred fo the purchaser. If on the purchase date the Paying Agent is in receipt of the purchase
price for all Bonds to be purchased on that purchase date, the holder of any such Bond will bave no
further rights thereunder except the right to receive the purchase price thereof and, if the purchase
date coincides with an Interest Payment Date and if such holder was the holder of the Bond on the
Regular Record Date pertaining to the Inferest Payment Date, such rights as the holder may have to
interest acerued to and nnpaid on such Interest Payment Date.

Redemption

Optional Redemption. The Bonds will be subject to optional redemption by the Issuer
at the direction of the Company, in whole or in part, as follows:
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(i} During any Auction, Daily or Weekly Rate Period, on any Interest Payment Date,
at a redemption price equal to 100% of the principal amount thereof, plus accrued and unpaid
interest, if any, to the redemption date.

(iiy During any Commercial Paper Rate Period for a Bond, on the Interest Payment
Date for that Bond, at a rederoption price equal to 100% of the principal amount thereof, plus
accrued and unpaid interest, if any, to the redemption date.

{iii) During a Term Rate Period, on any date which occurs on or after the first day of
the optional redemption period, and at the redemption prices, expressed as a percentage of the
principal amount being redeemed, plus accrued and unpaid interest, if any, to the redemption date,
as follows:

Length of Term First Day of Optional
Rate Period Redemption Period Redemption Price
More than 15 years Tenth anniversary of 100%
commencement of Term
Rate Period
More than 10, but not Eighth anniversary of 136%
more than 15 years commencement of Term
Rate Period
More than 3, but not Fifth anniversary of 100%
more than 10 years commencement of Term
Rate Period
5 years or ess Non-callable Non-callable

If at the time of the Company’s notice to the Trustee of a conversion to a Term Rate
Period (including a conversion from a Term Rate Period to a Term Rate Period of a different
duration), the Company satisfies certain conditions, mcluding provision of an Opinion of Bond
Counsel that a change in the redemption provisions of the Bonds will not adversely affect the
exclusion from gross income of interest on the Bonds for federal income tax purposes, the

redemption periods and redemption prices may be revised, effective as of the date of such
cotiversion,

Extraordinary Optional Redemption During a Term Rate Perigd. During a Term Rate
Period, the Bonds are subiect to redemption by the Issuer in whole at a redemption price of 100% of
the principal amount redeemed, plus accrued and unpaid interest to the redemption date in whole
upon the occurrence of the event described below in paragraph {(c) and in part vpon the occurrence
of the other events described below in accordance with the applicable provisions of the Indenture.

(@)  The Project Facilities or the Generating Station are damaged or destroyed to
such an extent that (1) the Project Facilities or the Genperating Station cannot
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reasonably be expected to be restored, within a period of six consecutive months, to
the condition thereof immediately preceding such damage or destruction or (2) the
Company is reasonably expected to be prevented from carrying on its normal use
and operation of the Project Facilities or the Generating Station for a period of six
consecutive months.

()  Title to, or the temporary use of, all or a significant part of the Project
Facilities or the Generating Station is taken under the exercise of the power of
eminent domain o such an extent that (1) the Project Facilities or the Generating
Station cannot reasonably be expected to be restored within a period of six
consecutive months to a condition of usefulness comparable to that existing prior to
the taking or (2) the Company is reasonably expected to be prevented from carrying
on its normal use and operation of the Project Facilities or the Generating Station for
a period of six consecutive months.

{c) As 3 result of any changes in the Constitution of the State, the Constitution
of the United States of America or any state or federal laws or as a result of
legislative or administrative action (whether state or federal) or by final decree,
judgment or order of any court or administrative body (whether state or federal)
entered after any contest thereof by the Issuer or the Company in good faith, the
Loan Agreement becomes void or unenforceable or impossible of performance in

accordance with the intent and purpose of the parties as expressed in the Loan
Agreement.

{d)  Unreasonable burdens or excessive Habilities are imposed upon the Issuer or
the Company with respect to the Project Facilities or the Generating Station or the
operation thereof, including, without limitation, the imposition of federal, state or
other ad valorem, property, income or other taxes other than ad valorem faxes at the
rates presenily levied upon privately owned property uvsed for the same general
purpose as the Project Facilities or the Generating Station.

(¢)  Changes in the economic availability of raw materials, operating supplies,
energy sources or supplies or facilities (including, but not limited to, facilities in
connection with the disposal of industrial wastes) necessary for the operation of the
Project Facilities or the Generating Station oceur or technological or other changes
oceur which the Company cannot reasonably overcome or control and which in the
Company’s reasonable judgment render the Project Facilities or the Generating
Station uneconomic or obsolete for the Project Purposes.

4] Any court or administrative body enters a judgment, order or decree, or takes
administrative action, requiring the Company to csase all or any substantial part of
its operations served by the Project Facilities or the Generating Station to such extent
that the Company is or will be prevented from carrying on its normal operations at
the Project Facilities or the Generating Station for a period of six consecotive
months,

(g}  The termination by the Company of operations at the Generating Station.
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Mandatory Redemption Upon o Determination of Taxability. The Bonds are subject to
mandatory redemption by the Issuer at a redemption price of 100% of the principal amount thereof,
plus interest accrued to the redemption date, at the earliest practicable date selected by the Trustee,
afier consultation with the Company, but in no event later than 180 days following the receipt by the
Trustee of notification of a Determination of Taxability, as defined below. Such redemption will be
either in whole or, if in the Opinion of Bond Counsel the Determination of Taxability will not apply
to Bonds remaining outstanding after such redemiption, in part.

A “Determination of Taxability” means written notice from the Company of the
occurrence of a final decision, ruting or technical advice by any federal judicial or administrative
authority to the effect that, as a result of a failure by the Company to observe or perform any
covenant, agreement or obligation om ifs part to be observed or performed undér the Loan
Agreement or the inaccuracy of any representation made by the Company in the Loan Agreement,
interest on any Bond is or was inchidable in the gross income of the owner of that Bond for federal
income tax purposes, other than an owner who is a “substantial user” of the Project or a “rejated
person” as those terms are used in Section 147(a) of the Internal Revenue Code of 1986, as
amended (the “Code™); provided that, no decision by any court or decision, ruling or technical
advice by any administrative authority will be considered final (2) unless the owner involved in the
proceeding or action giving rise to such decision, ruling or technical advice (i) gives the Company
and the Trustee prompt notice of the commencement thereof and (i) offers the Company the
opportunity fo conirol the contest thereof, provided that the Company has agreed to bear all
expenses in connection therewith and to indemnify the owner against all liabilities in connection
therewith, and (b) until the expiration of all periods for judicial review or appeal. A Determination
of Taxability will not result from the inclusion of interest on any Bond in the computation of the
alternative minimum tax imposed by Section 55 of the Code, the branch profits tax on foreign
corporations imposed by Section 884 of the Code or the tax imposed on net excess passive income
of certain 8 corporations under Section 1375 of the Code.

1f the Indenture has been released in accordance with ifs terms prior to the occurrence of
a Determination of Taxability, the Bonds will not be subject to mandatory redemption.

Notice of Redemption. The Trustee will give notice of the redemption on bebalf of the
Issuer by mailing a copy of the redemption notice by first class mail, postage prepaid, at least 30
days but not more than 90 days prior o the redemption date, to the owner of each Bond subject to
redemption in whole or in part and to the Anction Agent and the Bond Insurer. Failure fo receive
any such notice, or any defect therein in respect of any Bond, will not affect the validity of the
redemption of any Bond. If at the time of mailing of the notice of redemption there has not been
deposited with the Trustee moneys sufficient to redeem all Bonds called for redemption, such notice
may state that it is conditional, subject to the deposit of moneys sufficient for the redemption. If
either {A) unconditional notice of redemption was mailed or (B) conditional notice was mailed and
the moneys sufficient to redeem all Bonds on the redemption date have been deposited with the
Trustee, then in either event, the Bonds and portions thereof called for redemption will become due
and payable on the redemption date, and upon presentation and suirender thereof at the place or

places specified in that notice, will be paid at the redemption price, plus interest accrued fo the
redemption date.
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So long as Cede & Co., as nominee of DTC, is the registered owner of the Bonds, all
notices of redemption will be sent only to Cede & Co., and delivery of notice of redemption to the
Direct Participants, if any, will be solely the responsibility of DTC.

Book-Entry-Only System

Portions of the following information concerning DIC and DTC’s book-entry-only
system have been obitained from DTC. The Issuer, the Company, Bond Counsel and the
Underwriter make no representation as to the accuracy of such information, See “THE BONDS
— Auction Rate Period ~ Depository” for information about DTC and its procedures relating to
Auction Rate Bonds.

The Depository Trust Company ( “DTC”), New York, New York, will act as securities
depository for the Bonds. The Bonds will be issued as fully-registered bonds registered in the
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Bond certificate will be issued for each

series of Bonds, in the aggregate principal amount of such seties, and will be deposited with DTC
or its custodian.

DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization™ within the meaning of the
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.
DTC holds and provides asset servicing for over 2.2 million tssues of U.S. and non-U.8. equity
issues, corporate and municipal debt issues, and money market instruments from over 100
countries that DTC’s participants ( “Direct Participants 'y deposit with DTC, DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants” accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.8. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations, DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation (“DICC™). DTCC, in turn, is
owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing
Corporation (NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as both 1.8,
and non-U.8. securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly { “Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA, The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission,
More information about DTC can be found at www.dice.com and www.dic.org.

Purchases of Bonds under the DTC systern must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owner’™) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
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from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered inio the
transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries made
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in Bonds, except in the
event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent tramsfers, all Bonds deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name
as may be requested by an authorized representative of DTC. The deposit of Bonds with DTC
and their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial owsership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect

Participants will remain responsible for keeping account of their holdings on behalf of their
customers,

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. 1f less than all of the Bonds within an issue
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts Bonds are credited on the record date (identified in a Hsting
attached to the Omnibus Proxy).

Paymenis of principal of and interest on the Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Issuer or Paying Agent, on payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or regisiered in “street name,” and will be the
responsibility of such Participant and not of DTC nor its nominee, the Paying Agent, the Issuer or
the Company, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of principal of and interest on the Bonds to Cede & Co. {or such other nominee as
may be requested by an authorized representative of DTC) is the responsibility of the Issuer or
Paying Agent, disbursement or such payments to Direct Participants will be the responsibility of
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.
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A Beneficial Owner may give notice to eject to have its Bonds purchased or tendered,
through its Participant, to the Paying Agent, and will effect delivery of such Bonds by causing the
Direct Participant to transfer the Participant’s interest in the Bonds on DTC’s records to the
Paying Agent. The requirement for physical delivery of Bonds in connection with a demand for
purchase or a mandatory purchase will be deemed satisfied when the ownership rights in the
Bonds are transferred by Direct Participants on DTC’s records.

DTC may discontinue providing its services as depository with respect to the
Securities at any time by giving reasonable notice to the Issuer or Paying Agent. Under such
circumstances, in the event that a successor depository is not obtained, Bond certificates are
required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Bond certificates will be printed and
delivered.

The information in this section concemting DTC and DTC’s book-entry system has
been obtained from sources that the Issuer believes to be reliable, but the Issuer takes no
responsibility for the accuracy thereof.

So long as Cede & Co., as nominee of DTC, is the registered owner of any of the
Bonds, the Beneficial Owners of such Bonds will not receive or have the right to receive physical
delivery of the Bonds, and references herein to the registered owners of such Bonds will mean
Cede & Co. and will not mean the Beneficial Owners of such Bonds.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITER AND THE TRUSTEE CANNOT AND DO NOT GIVE ANY
ASSURANCES THAT THE DIRECT PARTICIPANTS OR THE INDIRECT PARTICIPANTS
WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE BONDS (1) PAYMENTS OF
PRINCIPAL OF OR INTEREST AND PREMIUM, IF ANY, ON THE BONDS, (2)
CERTIFICATES REPRESENTING AN OWNERSHIP INTEREST OR OTHER
CONFIRMATION OF BENEFICIAL OWNERSHIP INTERESTS IN THE BONDS, OR (3)
NOTICES OF REDEMPTION OR OTHER NOTICES SENT TO DTC OR ITS NOMINEE,
CEDE & CO., AS THE REGISTERED OWNER OF THE BONDS, OR THAT THEY WILL
DO SO ON A TIMELY BASIS OR THAT DTC, DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS WILL SERVE AND ACT IN THE MANNER DESCRIBED IN THIS
OFFICIAL STATEMENT. THE CURRENT “RULES”™ APPLICABLE TO DTC ARE ON
FILE WITH THE SEC, AND THE CURRENT “PROCEDURES” OF DTC TO BE
FOLLOWED IN DEALING WITH PARTICIPANTS MAY BE OBTAINED FROM DTC.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITER AND THE TRUSTEE WILL NOT HAVE ANY RESPONSIBILITY OR
OBLIGATIONS TO ANY DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS OR
THE PERSONS FOR WHOM THEY ACT WITH RESPECT TO: (1) THE ACCURACY OF
ANY RECORDS MAINTAINED BY DTC OR ANY SUCH DIRECT PARTICIPANT OR
INDIRECT PARTICIPANT; (2) THE PAYMENT BY ANY PARTICIPANT OF ANY
AMOUNT DUE TO THE BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL OR
REDEMPTION PRICE OF OR INTEREST ON THE BONDS; (3) THE DELIVERY BY ANY

26



DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY NOTICE TO ANY
BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED UNDER THE TERMS OF
THE INDENTURE TO BE GIVEN TO BONDHOLDERS; (4) THE SELECTION OF THE
BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL
REDEMPTION OF THE BONDS; OR (5) ANY CONSENT GIVEN OR OTHER ACTION
TAKEN BY DTC AS BONDHOLDER.

The book-entry-only system for registration of the ownership of the Bonds may be
discontinued at any time if: (i} DTC determines to resign as securities depository for the Bonds;
or (ii) the Company determines (and notifies the Issner in writing of its determination and the
Issuer provides 30 days’ notice of such discontinuation to the Trustee and DTC) to discontinue
the system of book-entry transfers through DTC (or through a successor securities depository).
Upon occurrence of either such event, the Issuer may, at the request of the Company, attempt to
establish a securities depository book-entry relationship with another securities depository. If the
Issuer does not do so, or is unable 0 do so, and afier the Issuer has notified DTC and upon
surrender to the Trustee of the Bonds held by DTC, the Issuer will issue and the Trustee will
authenticate and deliver the Bonds in registered certificate form in authorized denominations, at
the expense of the Company, to such Persons, and in such maturities and principal amounts, as
may be designated by DTC, but without any liability on the part of the Issuer, the Company or
the Trustee for the accuracy of such designation. In any such event (unless the Issuer appoints a
successor securities depository), the Bonds will be delivered in registered certificate form to such
persons, and in such maturities and principal amounts, as may be designated by DTC, but
without any liability on the part of the Issuer or the Trustee for the accuracy of such designation,
Whenever DTC requests the Issner or the Trustee to do so, the Issuer or the Trustee will
cooperate with DTC in taking appropriate action affer reasonable notice to arrange for another
securities deposifory to maintain custody of certificates evidencing the Bonds.

Revision of Book-Entry-Ouly System; Replacement Bonds

In the event that the Issuer or the Trustee determines that DTC is incapable of
discharging its responsibilities described in the Tndenture and that it is in the best interest of the
Beneficial Owners of the Bonds that they be able to obtain certificated Bonds, the Issuer or the
Trustee will (i) appoint a successor Depository, qualified to act as such under Section 17A of the
Securities Exchange Act of 1934, as amended, notify DTC and Participants, identified by DTC,
of the appointment of such successor Depository and transfer one or more separate Bonds to
such successor Depository or (i) notify DTC and Participants, identified by DTC, of the
availability through DTC of Bonds and transfer one or more separate Bonds to Participants,
identified by DTC, having Bonds credited to their DTC accounts. In such event, the Bonds will
no longer be restricted o being registered in the regisiration books of the Trustee in the name of
Cede & Co., as nominee of DTC, but may be registered in the name of the successor Depository,
or its nominee, or in whatever name or names Bondholders transferring or exchanging Bonds
designate, in accordance with the provisions of the Indenture.

Upon the written consent of 100% of the Beneficial Owners of the Bonds, the Trustee
will withdraw the Bonds from DTC, and authenticate and deliver Bonds fully registered fo the
assignees of DTC or its nominee.  If the request for such withdrawal is not the result of any
Issuer action or iraction, such withdrawal, authentication and delivery will be at the cost and
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expense (including costs of printing, preparing and delivering such Borids) of the persons
requesting such withdrawal, authentication and delivery.

In the event that the book-entry-only system is discontinued, the following provisions
will apply. The Bonds may be issued in Authorized Denominations. Bonds may be transferred
or exchanged in Authorized Denominations upon surrender of such Bonds at the principal office
of the Trustee, accompanied by an assignment satisfactory to the Trustee, duly executed by the
Owner or the Owner’s duly authorized attorney-in-fact. Neither the Issuer nor the Trustee wili
be required to make any such transfer or exchange of any Bond during the period beginning at
the opening of business 15 days immediately preceding the mailing of a notice of Bonds selected
for redemption and ending at the close of business on the day of such mailing, or, with respect to
a Bond, after such Bond or any portioh thereof has been selected for redemption. The Issuer or
the Trustee may make a charge to the Owner for every transfer or exchange of a Bond sufficient
to reimburse it for any tax or other governmental charge required to be paid with respect to such

transfer or exchange, and may demand that such charge be paid before any new Bond is
delivered.

Insurance Agreement with Company

The foliowing summarizes certain provisions of the Insurance Agreement, to which
reference is made for the detailed provisions thereof.

The Bond Insurer has agreed to issue the Bond Insurance Policies pursuant to the
Insurance Agreement. Under the Insurance Agreement, the Company is obligated to reimburse
the Bond Insurer, immediately and unconditionally upon demand, for all payments made by the
Bond Insurer under the terms of the Bond Insurance Policies. The Company is also obligated to
comply with certain financial covenants specified in the Insurance Agreement. The Company
may not, without the prior written consent of the Bond Insurer, directly or indirectly, create any
Lien (as defined in the Inswrance Agreement) upon any of its property or assets, except as
permitted thereunder; provided, that the Company may create a Lien on any of its property or
assets to secure indebtedness so long as concurrently with creating such Lien it causes the
Company’s obligations under the Insurance Agreement to be secured by such property or assets
on a parity with such indebtedness. The Insurance Agreement includes certain events of default,
including the failure of the Company to pay amounts owed thereunder to the Bond Insurer and
certain breaches by the Company of representations and warranties set forth therein. If any such
event of default should occur and be continning, the Bond Insurer may, among other things,
notify the Trustee of such an event of default which would result in an “Event of Default” under
the Loan Agreements and the Indeniures. See “THE LOAN AGREEMENTS - Events of
Defaunlt and Remedies” and “THE INDENTURES -~ Events of Default.”

THE BOND INSURER

The information relating to XL Capital Assurance Inc. contained herein has been
Surnished solely by XL Capital Assurance Inc. No representation is made by the Underwriter,
the Remarketing Agent, the Issuer, Bond Counse! or the Company as to the accuracy or
adequacy of such information or as to the absence of material adverse changes in the condition
of XL Capital Assurance Inc. subsequent to the date hereof, The following discussion does not
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purport 1o be complete and is qualified in its entivety by reference to the Bond Insurance
Policies, a specimen of the form of which is attached hereto as Appendix F. The Bond Insurer
accepts no responsibility for the accuracy or completeness of this Official Statement or any other
information or disclosure contained herein, or omitted herefrom, other than with respect to the
accuracy of the information regarding the Bond Insurer and its affiliates set forth under this
heading. In addition, the Bond Insurer makes no representation regarding the Bonds or the
advisability of investing in the Bonds.

General

XL Capital Assurance Inc, (the “Bord Insurer” or “XLCA™Y is a monoline financial
guaranty insurance company incorporated under the laws of the State of New York. The Bond
Insurer is currently licensed to do insurance business in, and is subject to the insurance regulation
and supervision by, all 50 states, the District of Columbia, Puerto Rico, the U.8. Virgin Islands
and Singapore.

The Bond Insurer is an indirect wholly owned subsidiary of XL Capital Ltd, a
Cayman lIslands exempted company (“XL Capital Ltd”). Through its subsidiaries, XL Capital
Lid is a leading provider of insurance and reinsurance coverages and financial products and
services to industrial, commercial and professional service firms, insurance cotnpanies and other
enterprises on a worldwide basis. The ordinary shares of XL, Capital Ltd are publicly traded in
the United States and listed on the New York Stock Exchange (NYSE: XL). XL Capital Lid is
pot obligated to pay the debts of or claims against the Bond Insurer.

The Bond Insurer was formerly known as The London Assurance of America Inc.
("“London™), which was incorporated on July 25, 1991 under the laws of the State of New York,
On February 22, 2001, XL Reinsurance America Inc, (“XI Re™) acquired 100% of the stock of
London. XL Re merged its former financial guaranty subsidiary, known as XL Capital
Assurance Inc. (formed September 13, 1999) with and into Londdén, with London as the
surviving entity. London immediately changed its name to XI. Capital Assurance Inc, All
previous business of London was 100% reinsured to Royal Indemnity Company, the previous
owner at the time of acquisition. Effective July 1, 2006, XL Re transferred its ownership in
XLCA to XL Insurance (Bermuda) Ltd.

XL Capital Ltd anmounced on April 7, 2006 that Security Capital Assurance Lid
(“SCA™), a newly-created holding company for XL Capital Ltd’s financial guaranty insurance
and reinsurance businesses conducted through XUCA and XI. Financial Assurance Ltd.
(“XLFA"), had filed a registration statement on Form S-1 {the “Registration Statement”) with the
Securities and Exchange Commission (the “Commission”) relating to a proposed initial public
offering of a portion of its common shares. For further information, investors should refer to the
Registration Statement.

Under the Registration Statement, a portion of SCA’s shares will be issued and sold
by SCA and a portion will be sold by SCA’s parent, XL Insurance (Bermuda) Ltd, as selling
shareholder. After the consummation of the offering, X1. Capital Lid is expected to beneficially
own approximately 65% of SCA’s outstanding shares,
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SCA expects to use the proceeds it receives from the offering primarily for capital
confributions to its financial guaranty subsidiaries to support future business growth. SCA
intends to apply to have its shares listed on the New York Stock Exchange under the ticker
symbol “SCA”.

A copy of the Registration Statement is available on the Conunission’s website at
www sec.gov under Filings & Forms (EDGAR).

Reinsurance

The Bond Insurer has entered into a facultative quota share reinsurance agreement
with XLFA, an insurance company organized under the Jaws of Bermuda, and an affiliate of the
Bond Insurer. Pursuant to this reingurance agreement, the Bond Insurer expects to cede up to
75% of its business to XLFA. The Bond Insurer may also cede reinsurance to third parties on a
transaction-specific basis, which cessions may be any or a combination of (uota share, first loss
or excess of loss. Such reinsurance is used by the Bond Insurer as a risk management device and
to comply with statutory and rating agency requirements and does not alter or limit the Bond
Insurer’s obligations under any financial guaranty insurance policy. With respect to any
transaction insured by XLCA, the percentage of risk ceded to XLFA may be less than 75%
depending on certain factors including, without limitation, whether XLCA has obtained third
party reinsurance covering the risk. As a result, there can be no assurance as to the percentage
reinsured by XLFA of any given financial guaranty insurance policy issued by XLCA, including
the Bond Insurance Policies.

Based on the audited financials of XLFA, as of December 31, 2005, XLFA had total
assets, liabilities, redeemable preferred shares and shareholders’ equity of $1,394,081,000,
$704,007,000, $39,000,000 and $651,074,000, respectively, determined in accordance with
generally accepted accounting principles in the United States (“US G44P”). XLFA’s insurance
financial strength is rated “Aaa” by Moody’s Investors Service, Inc. (“Moody 's”) and “AAA” by
Standard & Poor’s Ratings Services (“S&P”) and Fitch Inc. (“Fifch”™). In addition, XLFA has
obtajined a financial enhancement rating of “AAA” from S&P.

‘The rating agencies have taken certain actions with respect to XI. Capital Ltd and
various insurance operating subsidiaries of XL Capital Ltd, as described below. On November
22, 2005, Moody’s downgraded the senior debl rating of XL Capital Ltd from “A2” to “A3” and
downgraded the other insurance financial strength ratings of various insurance operating
subsidiaries of XL Capital Ltd (other than XLCA and XLFA) from “Aa2” to “Aa3”. On
November 28, 2005, S&P downgraded the senior debt rating of XL Capital Ltd from “A” to “A-"
and downgraded the counterparty credit and financial strength ratings of various insurance
operating subsidiaties of XL Capital Ltd (other than XLCA and XLFA) from “AA-" to “A+”.
On February 28, 2006, Fitch revised the long term issuer rating of XL Capital Ltd from “A-" to
“A”  On October 26, 2003, Fitch downgraded the Bond Insurer financial strength ratings of

various insurance operaiing subsidiaries of XU Capital Ltd (other than XLCA and XLFA) from
d&A_A‘! to % ’59'
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The ratings of XLFA or any other member of the XL Capital Ltd group of cozﬁpanies
are not recommendations to buy, sell or hold securities, including the Bonds and are subject to
revision or withdrawal at any time by Moody’s, S&P or Fitch.

Notwithstanding the capital support provided to the Bond Insurer described in this
section, the Bondholders will have direct recourse against the Bond Insurer only, and XLFA will
not be directly liable to the Bondholders.

Financial Strength and Financial Enhancement Ratings of XLCA

The Bond Insurer’s insurance financial strength is rated “Aaa” by Moody’s and
“AAA” by S&P and Fitch, In addition, X1.CA has obtained a financial enhancement rating of
“AAA” from S&P. These ratings reflect Moody’s, S&P and Fitch's current assessment of the
Bond Insurer’s creditworthiness and claims-paying ability as well as the reinsurance arrangement
with XLFA described under “Reinsurance” above.

The above ratings are not recommendations to buy, sell or hold securities, including
the Bonds and are subject to revision or withdrawal at any time by Moody’s, S&P or Fitch. Any
downward revision or withdrawal of these ratings may have an adverse effect on the market
price of the Bonds, The Bond Insurer does not guaranty the market price of the Bonds nor does
it guaranty that the ratings on the Bonds will not be revised or withdrawn.

Capitalization of the Bond Fasurer

Based on the audited financials of XLCA, as of December 31, 2005, XLCA had total
assets, liabilities, and shareholder’s equitly of $953,706,000, 8726,758,000, and $226,948.000,
respectively, determined in accordance with U.5. GAAP.

Based on the audited statutory financial statements for XLCA as of December 31,
2005 filed with the State of New York Insurance Department, XLCA has total admitted assets of
$328,231,000, total Habilities of $139,392,000, total capital and surplus of $188,839,000 and
total contingency reserves of $13,031,000 determined in accordance with statutory accounting
practices prescribed or permitted by insurance regulatory suthorities (“S4F™).

Incorporation by Reference of Financials

For further information concerning XLCA and XLFA, see the financial statements of
XLCA and XLFA, and the notes thereto, incorporated by reference in this Official Statement.
The financial statements of XLCA and XLFA are included ag exhibits to the periedic reports
fited with the Commission by XI. Capital Ltd and may be reviewed at the EDGAR website
maintained by the Commission. All financial statements of XLCA and XLFA included in, or ag
exhibits to, documents filed by XL Capital Ltd pursuant to Section 13(a), 13(c), 14 or 15(d) of
the Securities Exchange Act of 1934 on or prior o the date of this Official Statement, or after the
date of this Official Statement but prior to termination of the offering of the Bonds, shall be
deemed incorporated by reference in this Official Statement. Except for the financial statements
of XLCA and XLFA, no other information contained in XL Capital Ltd’s reports filed with the
Commission is incorporated by reference. Copies of the statutory quarterly and annual
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statements filed with the State of New York Insurance Department by XLCA are available upon
request to the State of New York Insurance Department,

Regulation of the Bond Insurer

The Bond Insurer is regulated by the Superintendent of Insurance of the State of New
York. In addition, the Bond Insurer is subject to regulation by the insurance laws and regulations
of the other jurisdictions in which it is licensed. As a financial guaranty insurance company
Hicensed in the State of New York, the Bond Insurer is subject to Article 69 of the New York
Insurance Law, which, among other things, limits the business of each insurer to financial
guaranty insurance and related lines, prescribes minimum standards of solvency, including
minimum capital requirements, establishes contingency, loss and uneamned premium reserve
requirements, requires the maintenance of minimum surplus to policyholders and limits the
aggregate amount of insurance which may be written and the maximum size of any single risk
exposure which may be assumed. The Bond Insurer is also required to file detailed annual
financial statements with the New York Insurance Department and similar supervisory agencies
in each of the other jarisdictions in which it is licensed.

The extent of state insurance regulation and supervision varies by jurisdiction, but
New York and most other jurisdictions have laws and regulations prescribing permitted
investments and governing the payment of dividends, transactions with affiliates, mergers,
consolidations, acquisitions or sales of asgets and incwrrence of liabilities for borrowings.

THE FINANCIAL GUARANTY INSURANCE POLICIES ISSUED BY THE
BOND INSURER, INCLUDING THE BOND INSURANCE POLICIES, ARE NOT
COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND
SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW,

The principal executive offices of the Bond Insurer are located at 1221 Avenue of the
Americas, New York, New York 106020 and its telephone number at this address is (212) 478~
3400.

THE LOAN AGREEMENTS

Each Loan Agreement is separate from and will operate independently of the other Loan
Agreement, and the occurvence of an Event of Default under one Loan Agreement will not, in and of
itself, constitute an Event of Defoult under the other Loan Agreement. The Loan Agreements
contains substantiolly identical terms and provisions. All references in this summary to the Bonds,
the Issuer, the Indenture, the Loan Agreement and other defined ferms should be read as referring
separately 1o each series of the Bonds and the related Indenture, Loan dgreement and other defined
terms. Reference is made to each Loan Agreement for the detailed provisions thereof.

Loan of Proceeds

The Loan Agreement provides for the refinancing by the Issuer of the Project,
construction of which has been completed. Under the Loan Agreement, the Issuer will loan the
proceeds of the Bonds to the Company to be used to pay a portion of the cost of redeeming the
Refiunded Bonds. See “APPLICATION OF PROCEEDS.”
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Loan Payments

The Company is obligated to make Loan Payments under the Loan Agreement which
correspond, as to time, and are equal in amount, to the amount then payable as principal of and
premium, if any, and interest on the Bonds. All payments under the Loan Agreement related to the
Loan will be assigned to the Trustee, and the Company will make such payments directly to the
Trustee for the account of the Issuer and for deposit in the Bond Fund created under the Indenture.

Obligation to Purchase Bonds

The Company will agree to pay or cause to be paid to the Trustee or the Paying Agent,
on or before each day on which Bonds may be or are required to be tendered for purchase, amounts
equal to the amounts to be paid by the Trustee or the Paying Agent with respect to the Bonds
tendered for purchase on such dates pursuant to the Indenture; provided, however, that the
obligation of the Company to make any such payment will be reduced by the amount of (A) moneys
paid by the Remarketing Agent as proceeds of the remarketing of such Bonds by the Remarketing
Agent, (B) moneys drawn under a Liquidity Facility, if any, for the purpose of paying such
purchase price and (C) other moneys made available by the Company.

Term of Loan Agreement

The Loan Agreement will remain in full force and effect until such time as (i) all of the
Bonds are fully paid (or provision has been made for such payment) and the Indenture has been
released pusrsuant to the terms thereof and (ii) all other sums payable by the Company under the’
Loan Agreement have been paid.

Maintenance and Modification

During the term of the Loan Agreement, the Company will use its best efforts to keep
and maintain the Project in good repair and good operating condition so that the Project will
continue to constitute Pollution Control Facilities (as defined in the Loan Agreement) for the
purposes of the operation thereof.

Subject to certain conditions, the Company has the right, from timee to time, to remodel
the Project or make additions, modifications and improvements thereto, the cost of which must be
paid by the Company. The Company also has the right, subject to certain conditions, to substitute
or remove any portion of the Project.

Maintenance of Existence

The Conapany will agree that during the term of the Loan Agreement it will maintain its
existence, will not dissolve or otherwise dispose of all or substantially all of its assets and will not
consolidate with or merge into another corporation or other entity or permit one or more other
corporations or other entities to consolidate with or merge into it; provided that the Company may
consolidate with or merge into another corporation or other entity, or permit one or more other
entities to consolidate with or merge into it, or sell or otherwise transfer to another entity all or
substantially all of its assets as an entirety and thereafier dissolve, provided the surviving, resulting
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or transferee entity, as the case may be (if other than the Company), is a corporation or other entity
organized and existing under the laws of one of the states of the United States, and assumes in
writing all of the obligations of the Company under the Loan Agreement and, if not organized under
the Jaws of Kentucky, is qualified 10 do business in the State.

Tax Covenant

The Company will covenant and represent in the Loan Agreement that it has taken and
caused to be taken and will take and cause to be taken all actions that may be required of it for the
interest on the Bonds to be and remain excluded from the gross income of the owners thereof for
federal income tax purposes, and that it has not taken or permitted to be taken on its behalf, and it
will not take or permit fo be taken on its behalf, any action which, if taken, would adversely affect
that exclusion under the provisions of the Code.

Assignment by Company

Notwithstanding any other provisions of the Loan Agreement, the Loan Agreement may
be assigned in whole or in part by the Company and the Project may be sold or conveyed by the
Company without the necessity of obtaining the consent of either the Issuer or the Trustee and after
providing written notice to the Issuer but, subject, however, to each of the following conditions:

()  the Company must provide the Trustee and the Remarketing Agent with an
Opinion of Bond Counsel that such action will not affect the exclusion of interest on
the Bonds for federal income tax purposes;

(b)  the Company must, within 30 days after the execution thereof, firnish or cause
to be furnished to the Issuer and the Trustee a true and complete copy of each such
assignment together with any instrument of assumption; and

(€©)  Any assignment from the Company may not materially impair fulfillment of the
Project Putposes to be accomplished by operation of the Project as provided in the Loan
Agreement,

Events of Default and Remedies

The Loan Agreement provides that the occurrence of each of the following events will
constitute an “event of default™

{a) The occurrence of an event of default described in paragraphs (a), (b), (¢) or (d)
under “THE INDENTURES--Events of Defanlt”;

(b)  Failure by the Company to observe and perform any other agreement, term or
condition contained in the Loan Agreement, other than a failure as has resulted in an
event of defanlt described in (a) above, which failure continues for a period of 90 days
after notice by the Issuer or the Trustee, or for such longer period as the Issuer and the
Trustee agree fo in writing; provided, that such failure will not constitute an event of
default so long as the Company instifutes curative action within the applicable period
and diligently pursues that action to completion within 150 days after the expiration of
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the injtial 90 day cure perjod or within such longer period as the Issuer and the Trustee
may agree to in writing;

© The receipt by the Trustee of written notice from the Bond Insurer that an event
of default has ocourred and is continuing under the Insurance Agreement; and

(d) The occurrence of certain vohmtary or involuntary events of bankruptcy,
reorganization or receivership with respect to the Company.

A failure by the Company described in paragraph (b) above will not be a default if it
occurs by reason of certain events of “force majeure” specified in the Loan Agreement not
reasonably within the control of the Company.

Whenever any event of default under the Loan Agreement has happened and is
subsisting, either or both of the following remedial steps may be taken by the Issuer or the Trustee:

(2)  Have access lo, inspect, examine and mmake copies of the books, records,
accounts, and financial data of the Company, only, however, insofar as they pertain to
the Project; or

{b)  Pursue all remedies existing at law or in equity to recover all amounts then due
and thereafter to become due under the Loan Agreement or to enforce performance and

observance of any other obligation or agreement of the Company under the Loan
Agreement.

Any amounts collected pursuant to action taken upon the happening of an event of
default will be paid into the Bond Fund and applied pursuant to the Indenture.

Amendment to the Loan Agreement

The Indenture provides that the Loan Agreement may be amended without the congent
of or notice to the holders of the Bonds only as may be required (i) by the provisions of the Loan
Agreement or the Indenture, (if) for the purpose of curing any ambiguity, inconsistency or formal
defect or omission therein, (iil) in connection with an amendment of the Indenture not requiring the
consent of holders, or (iv) in connection with any other change therein which, in the judgment of the
Trustee, is not to the prejudice of the Trustee or the holders of the Bonds. The Loan Agreement
may be amended, but only with the consent of the holders of all of the ontstanding Bonds, to change
the amounts or times as of which Loan Payments under the Loan Agreement are required to be
made. Any other amendments to the Loan Agreement may be made only with the written approval
or consent of the holders of not less than a majority in aggregate principal amount of the Bonds
outstanding. No amendment to the Loan Agreement will be effective without the consent of the
Bond Insurer (such consent not o be imreasonably denied).

Before the Issuer and the Trustee may consent to any amendment to the Loan
Agreement, there must be delivered to the Trustee an Opinion of Bond Counsel stating that such
amendment is authorized or permitted by the Act and is authorized under the Indenture, that such
amendment will, upon the execution and delivery thereof, be valid and binding in accordance with
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its terms, and that such amendment will not adversely affect the exclusion from gross income of the
interest on the Bonds for federal income tax pusposes.

THE INDENTURES

Each Indenture is separate from and will operate independently of the other Indenture
and the occurvence of an Event of Default under ore Indenture will not, in and of itself, constitute
an Event of Default under the other Indenture. The Indentures contains substantially identical
terms and provisions. All references in this summary to the Bonds, the Issuer, the Indenture, the
Loan Agreement, the Bond Insurance Policy and other defined terms should be read as referring
separately to each series of the Bonds and the related Indenture, Loan Agreement, Bond Insurance

Policy and other defined terms. Reference is made to each Indenture for the detailed provisions
thereof. -

Pledge of Revenues

Pursuant to the Indenture, all right, title and interest of the Isswer in and 1o the
“Revenues” (as defined below) and under the Loan Agreement (except for certain rights of the

Issuer), will be pledged or assigned to the Trustee to secure the payment of the principal or
redemption price of and inferest on the Bonds.

“Revenues” are defined to mean: (a) the Loan Payments, (b) all other moneys received
or to be received by the lssuer (excluding any fees paid to the Issuer and all Unassigned Issuer
Rights) or the Trustee in respect of repayment of the Loan including, without limitation, all moneys
and investments in the Bond Fund, (¢) any moneys and investments in the Refunding Fund, and (d)
all income and profit from the investment of the foregoing moneys. The term “Revenues” does not
include any moneys or investments in the Rebate Fund or the Bond Purchase Fund as those terms
are defined in the Indenture.

Application of Proceeds

The proceeds from the initial sale of the Bonds will be deposited in the Refunding Fund,
established with the Trustee, to refinance the Project and, together with the proceeds of the
investment thereof and other moneys provided by the Company, will be applied to refund and
redeem the Refunded Bonds. See “APPLICATION OF PROCEEDS.”

Bond Fund

A Bond Fund will be established with the Issuer and maintained by the Trustee as a trust
fund under the Indenture. The amounts with respect to the payment of principal of and premivm, if
any, and interest on the Bonds derived under the Loan Agreement and certain other amounts
specified in the Indenture will be deposited in the Bond Fund. While the Bonds are outstanding,
moneys in the Bond Fund will be used solely for the payment of the principal or redemption price of
and inferest on the Bonds as they become due on any Interest Payment Date or at stated maturity, by
redemption or upon acceleration.
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Bond Purchase Fund

A Bond Purchase Fund will be established and maintained by the Paying Agent for the
deposit of amounts to be used to pay the purchase price of Bonds. Moneys in the Bond Purchase
Fund will be used solely for the payment of the purchase price of Bonds. Moneys in the Bond
. Purchase Fund will not be pledged to the payment of the principal of or interest or any premium on
the Bonds and will not be invested.

Investments

Any moneys held as a part of the Refunding Fund, the Bond Fund and the Rebate Fund
will be invested and reinvested by the Trustee as provided in the Indenture. Any such investments
will be held by or under the conirol of the Trustee and will be deemed at all times a part of the
respective Fund.

Events of Default

So long as the Bond Insurance Policy is in effect, the Bond Insurer will be entitled to
control and direct the enforcement of all rights and remedies granted to the Bondholders and the
Trusiee for the benefil of the Bondholders, including, without Limitation: (i) the right to
accelerate the principal of the Bonds and (ii) the right to annul any declaration of acceleration,
and the Bond Insurer aivo will be entitled to approve all waivers of events of default,

The Indenture provides that each of the following events will constitute an “Event of
Defanlt” thereunder:

(a)  Payment of any interest on any Bond is not made when it becomes due and
payable;

(b)  Payment of the principal or redemption price of any Bond is not made when it
becomes due and payable, whether at stated maturity, by redemption, by acceleration
or otherwise;

{c)  Payment of the purchase price of any Bond tendered for purchase pursuant to the
provisions of the Indenture ig not made when due and payable;

()] Failure by the Issuer to observe or perform any other covenant, agreement or
obligation on its part to be observed or performed contained in the Bonds or the
Indenture (other than a failure described in paragraphs (a), (b) or (c) above), which
failure has continued for a period of 90 days affer written notice (or for such longer
period as the Trustee may agree to in writing), by registered or certified mail, to the
Issuer and the Company given by the Trustee, either in its discrefion or at the written
request of the holders of not less than 35% in aggregate principal amount of Bonds then
outstanding; provided, that failure will not constifute an Event of Default so long as
the Issuer institutes curative action within the applicable period and diligenily pursues
that action to completion within 150 days after the expiration of the initial cure period

as determined above, or within such longer period as the Trustee may agree to in
writing; or
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(¢)  The occurrence and continuance of an event of default as described in
paragraphs (b}, (¢} or {d) under “THE LOAN AGREEMENTS -- Events of Default.”

Remedies

Upon the occurrence and continuance of any Event of Defanlt described under “Events
of Default” above, (i} at the written direction of the Bond Insurer or (ii) upon the written request of
the holders of not less than 35% in aggregate principal amount of Bonds then outstanding and with
the written consent of the Bond Insurer, in either event, the Trustee, by written notice to the Issuer
and the Company, must declare the principal of all Bonds then outstanding (if not then due and
payable), and the accrued and unpaid interest thereon, to be due and payable immediately.

Interest on the Bonds will accrue at the rates per annum borne by the Bonds to the date
determined by the Trustee for the tender of payment to the holders pursuant to that declaration;
provided, that interest on any unpaid principal of Bonds outstanding will continue to accrue from
the date determined by the Trustee for the tender of payment fo the holders of those Bonds until that
principal amount has been paid or made available to the Trustee for the benefit of the holders. The
Trustee will give immediate written notice of such declaration by mail to the holders of all Bonds
then outstanding,.

The provisions above are subject to the condition that if at any time after declaration of
acceleration and prior to the entry of a judgment in a court for enforcement (after an opportunity for
hearing by the Issuer and the Company), all sums payable {except the principal of and interest on
Bonds which have not reached their stated maturity dates but which are due and payable solely by
reason of that declaration of acceleration), plus interest to the extent permitted by law on any
overdue installments of interest at the rate then bome by the Bonds, have been duly paid or
provision therefor having been made by deposit with the Trustee or Paying Agent and all existing
Events of Default have been cured, then such payment or provision for payment will constitute an
automatic waiver of the Event of Default and its consequences and will constitute an automatic
rescission and annulment of that declaration.

If an Event of Default occurs and is continuing, the Trustee, before or after the principal
of the Bonds becomes immediately due and payable, may pursue any available remedy to enforce
the payment of principal of, premiwm, if any, and interest on the Bonds or the observance and
performance of any other covenant, agreement or obligation under the Indenture, the Loan
Agreement or any other instrument providing security for the Bonds. If, upon the occurrence and
continuance of an Event of Default, the Trustee is directed so to do by the Bond Insurer or requested
so to do by the holders of at least 35% in aggregate principal amount of Bonds outstanding and with
the written consent of the Bond Insurer, the Trustee will be required to exercise any rights and
powers conferred by, and subject to, the Indenture.

The Bond Insurer will have the right or, with the consent of the Bond Insurer, the
holders of a majority in aggregate principal amount of Bonds then outstanding will have the right at
any time to direct, by an instrament or document or insirunents or documents in writing executed
and delivered to the Trustee, the time, method and place of conducting all proceedings to be taken in
connection with the enforcement of the terms and conditions of the Indenture or any other
proceedings thereunder; provided, that (i) any direction may not be other than in accordance with
the provisions of law and of the Indenture, (ii) the Trustee must be indemnified as provided in the
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Indenture, (iif) the Trustee may take any other action which it deems to be proper and which is not
inconsistent with the direction and (iv) the Bond Insurer will have no rights in respect of remedies
against the Bond Insurer.

All moneys received under the Indenture by the Trustee upon the occurrence of an Event
of Default (provided that moneys received under the Bond Insurance Policy will be used only for
payment of principal of and inferest then due on the Bonds) will be applied first to the payment of
the costs and expenses of the proceedings resulting in the collection of such money and of the fees
and expenses incurred by the Trustee, and the balance of such money will be deposited in the Bond
Fund and applied to the payment of the principal of and premium, if any, and interest on the Bonds
in the mamer and in the priorities set forth in the Indenture. The Trustee will have a first lien
against the trust estate, payable prior to debt service on the Bonds, provided, however, that moneys
received under the Bond Insurance Policy will be used only for payment of the principal of and
interest then due on the Bonds.

No holder of any Bond will have any right to institute any sui(, action or proceeding for
the enforcement of the Indenture or for the exercise of any other remedy under the Indenture, unless
(i) an Event of Default has occurred and is continuing and the Trustee has or is deemed to have
notice of the same, {if} the holders of not less than 35% in aggregate principal amount of the then
outstanding Bonds have made writlen request to the Trustee and have afforded the Trustee
reasonable opportunity to proceed to exercise the remedies, rights and powers granted by the
Indenture or fo instifute a suif, action or proceeding in its own name and have offered to the Trustee
satisfactory indemnity as provided in the Indenture, and (iif) the Trustee thereafier has failed or
refused 1o exercise the remedies, rights and powers granted under the Indenture or to stitute such
action, suit or proceeding in its own name, Notwithstanding the foregoing, each holder of a Bond
will have a right to enforce the payment of the principal of and premium, if any, and interest on any
Bond held or owned by that holder at and after the maturity thereof at the place, from the sources
and in the manner expressed in said Bond,

Supplemental Indentures

The Issuer and the Trustee may, with the consent of the Bond Insurer (such consent not
to be unreasonably denied) and without the consent of, or notice to, any holder of a Bond, enter into
supplemental indentures which will not, in the opinion of the Issuer and the Trustee, be inconsistent
with the Indenture for any one or more of the following purposes:

(a)  To cure any ambiguity, inconsistency or formal defect or omission in the
Indenture;

(b} To grant to or confer upon the Trustee for the benefit of the holders of the Bonds
any additional rights, remedies, powers or authority that lawfully may be granted to or
conferred upon the holders or the Trustee;

{c) To assign additional revenues under the Indenture;

(@) To accept additional security and instruments and documents of firther

agsurance with respect to the Project, including without limitation, first mortgage bonds
of the Company;
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{e) To add to the covenants, agreements and obligations of the Issuer under the
Indenture, other covenants, agreements and obligations o be observed for the protection
of the holders of the Bonds, or to sumrender or limit any right, power or authority
reserved to or conferred upon the Issuer in the Indenture;

43)] To evidence any succession to the Issuer and the assumption by its successor of
the covenants, agreements and obligations of the Issuer under the Indenture, the Loan
Agreement and the Bonds;

(g  To permit the exchange of Bonds, at the option of the holder or holders thereof,
for coupon Bonds payable to bearer, if the Trustee has received an Opinion of Bond
Counsel to the effect that the exchange would not adversely affect the exclusion from
gross income for federal income tax purposes of the interest on the Bonds outstanding;

()  To permit the transfer of Bonds from one Depository to another, and the
succession of Depositories, or the withdrawal of Bonds issued to a Depository for use in
a book entry system and the issvance of replacement Bonds in fully registered form to
others than a Depository; )

{i) To permit the Trostes to comply with any obligations imposed upon it by law;

()] To specify further the duties and respounsibilities of, and to define further the
relationship among, the Trustee, the Registrar, the Bond Insurer, the Auction Agent, the
Remarketing Agent and any authenticating agents or Paying Agents;

(k)  To achieve compliance of the Indenture with any applicable federal securities or
tax law;

)] To make amendments to the provisions of the Indenture relating to arbitrage
matters under Section 148(f) of the Code, if, in the opinion of Bond Counsel, those
amendments would not adversely affect the exclusion from gross income for federal
income tax purposes of the inferest on the Bonds outstanding;

(m) To make any amendments appropriate or necessary to provide for or facilitate
the delivery of any Liquidity Facility;

(n)  Prior 1o, or concurrently with, the conversion of the Bonrds from a Daily,
Weekly, Commercial Paper, or Term Rate Period to an Auction Rate Period, to make
any amendments appropriate or necessary with respect to the Auction Rate
Procedures and any definitions or provisions in the Indenture or exhibits thereto in
order to provide for or facilitate the marketability of Auction Rate Bonds; and

{0} To permit any other amendment which, in the judgment of the Trustee, is not to
the prejudice of the Trustee or the holders of the Bonds.

Exclusive of such supplemental indentures, the holders of not less than a majority in

aggregate principal amount of the Bonds then outstanding, with the written consent of the Bond
Insurer (such consent not to be unreasonably denied) and, if required by the Indenture, of the
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Company, will have the right to consent to and approve any supplemental indenture, except that no
supplemental indenture will permit:

(a)  An extension of the maturity of the principal of or the date for payment of
interest on any Bond, a reduction in the principal amount of any Bond or the rate of
interest or premimn thereon, a reduction in the purchase price of any Bond or an

extension of the date for payment of the purchase price of any Bond without the consent
of the holder of each Bond so affected; or

(b)  The creation of a privilege or priority of any Bond or Bonds over any other Bond
or Bonds, or a reduction i the aggregate principal amount of the Bonds required for”
gonsent to a supplemental indenture, without the consent of the holders of all of the
Bonds then outstanding.

Any supplemental indenture which affects the rights or obligations of the Company
requires the written consent of the Company. Before the Issuer and the Trustee may enter into any
supplemental indenture, there must be delivered to the Trustee an Opinion of Bond Counsel stating
that such supplemental indenture is avthorized or permitted by the Act and is authorized under the
Indenture, that such supplemental indenture will, upon the execution and delivery thereof, be valid
and binding in accordance with its terms, and that such supplemental indenture will not adversely
affect the exclasion from gross income of interest on the Bonds for federal income tax purposes.

Discharge of Indenture

The lien created by the Indenture will be discharged when the Issuer pays or causes to be
paid, or if there otherwise is paid, to or for the holders of the Bonds the principal, premium, if any,
and interest due or o become due thereon and provision is also made for the payment of all other
sums payable pursuant to the provisions of the Indenture and the Loan Agreement.

All of the Bonds will be deemed to have been paid and discharged within the meaning
of the Indenture ift

() The Trustee as paying agent and any Paying Agents have received, in trust for
and irrevocably conumitted thereto, sufficient moneys, or

(b  The Trustee has received, in frust for and imrevocably committed thereto,
noncalisble and nonprepayable Government Obligations which are certified by an
independent public accounting firm of national reputation (with a copy of the
certification being delivered to the Rating Agencies) to be of such maturities or
redemption dates and interest payment dates, and to bear such interest as will be
sufficient together with moneys referred fo in (2) above, without further investment or
reinvestment of either the principal amount thereof or the interest earnings therefrom, for
the payment of all principal of and premium, if any, and interest on such Bonds (interest
will be calculated at the maxirum Interest rate permitted to be borne by the Bonds
pursuant to the Indenture unless the Bonds are in a Term Rate Period and the Bonds will
mature or be redeemed on or prior to the last day of such Term Rate Period) at their
maturity or redemption dates, as the case may be; provided, that if any of such Bonds are
to be redeemed prior to maturity, notice of such redemption must have been duly given
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or irrevocable provision satisfactory to the Trustee must have been duly made for the
giving of such notice.

“Government Obligations” are defined fo mean (a) U.S. Treasury Certificates, Notes
and Bonds (including State and Local Government Series — (SLGs); (b) direct obligations of the
U.S. Treasury which have been stripped by the U.S. Treasury itself, (c) securities of the
Resolution Funding Corp. (REFCORP) provided that only the interest component of REFCORP
strips which have been stripped by request to the Federal Reserve Bank of New York in book
entry form are acceptable; (d) pre-refunded municipal bonds rated “Aaa” by Moody’s and
“AAA” by S&P provided however that if the issue is only rated by S&P (i.e., there is no
Moody’s rating) then the pre-refunded bonds must have been pre-refunded with cash, direct U.S.
or U.S. guaranteed obligations, or AAA rated pre-refunded municipals; and (e) obligations
issued by the following agencies which are backed by the full faith and credit of the U.S.: (i)
U.S. Export-Import Bank (Eximbank) direct obligations or fully guaranteed certificates of
beneficial ownership; (i) Farmers Home Administration (FmHA); (iii) Federal Financing Bank;
(iv) General Sexvices Administration participation certificates; (v) U.8. Maritime Administration
Guaranteed Title X1 financing; and (vi) U.S. Department of Housing and Urban Development
(HUD) project notes, local authority bonds, New Communities Debentures - U.S. government
guaranteed debentures, and 11,8, Public Housing Notes and Bonds - U.S. government guaranteed
public housing notes and bonds.

Notwithstanding anything herein to the contrary, in the event that the principal and/or
interest due on the Bonds shall be paid by the Bond Insurer pursuant to the Bond Insurance
Policy, the Bonds will remain outstanding for all purposes, not be defeased or otherwise satisfied
and not be considered paid by the Issuer, and the assignment and pledge of the trust estate and all
covenants, agreements and other obligations of the Issuer fo the registered bondholders will
continue to exist and will run to the benefit of the Bond Insurer, and the Bond Insurer will be
subrogated to the rights of such registered bondholders.

Liquidity Facility

The Company may deliver a Liquidity Facility to the Trustee on any Interest Payment
Date upon which the Bonds are subject to optional redemption or, if the Bonds are in a Term Rate
Period, the last Interest Payment Date for that Term Rate Period. Any such Liquidity Facility is
required to provide for direct payments to or upon the order of the Trustee of the principal and
purchase price of and interest on the Bonds when due. The Bond Insurer must consent in writing
to the delivery of any Liquidity Facility or waive in writing any requirement to deliver a
Liguidity Facility {(such consent or waiver not to be unreasonably denied). Any Liquidity
Facility will be subject to the prior written consent of the Bond Insurer (such consent not to be
unreasonably denied).
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Rights of Bond Insurer

The Indenture grants certain rights to the Bond Insurer. In addition to those rights, the
Bond Insurer will, to the extent it makes payment of principal of or interest on the Bonds, become
subrogated to the rights of the recipients of such payments in accordance with the terms of the Bond
Insurance Policy. If an Event of Default occurs, the Bond Insurer will have the right to institute any
suit, action or proceeding at law or in equity under the same terms as a Bondholder may institute
any action under the Indenture.

To the extent that the Indenture confers upon or gives or grants to the Bond Insurer any
right, remedy or ¢claim under or by reason of the Indenture, the Bond Insurer is explicitly recognized
under the Indenture as being a third-party beneficiary thereof and may enforce any such right,
remedy or claim conferred, given or granted thereunder.

As long as the Bond Insurance Policy is in full force and effect with respect to the Bonds
and the Bond Insurer is not in defanlt thereunder: (a) any provision of the Indenture expressly
recognizing or granting rights in or to the Bond Insurer may not be amended in any manner which
affects the rights of the Bond Insurer thereunder without the prior written consent of the Bond
Insurer; (b) any action under the Indenture which requires the consent or approval of Bondholders
will, in addition to such approval, be subject to the prior written consent of the Bond Insurer; (c)
upon occurrence and continuance of an Event of Default, and subject to certain indemnification
provisions, the Bond Insurer will be entitled to control and direct the enforcement of all rights and
remedies granted to the Bondholders or the Trustee for the benefit of the Bondholders under the
Indenture including, without limitation, (i) the right to accelerate the principal of the Bonds and (if)
the right to annul any declaration of acceleration, and the Bond Insurer will also be entitled to
approve all waivers of Events of Default; and (d) the Bond Insurer will be entitled to receive copies
of notices, certificates and other documents received by the Trustee pursuant to the Indenture and

notification of any failure to provide any such document as required by the Indenture or the Loan
Agreement.

Notwithstanding anything in the Indenture to the contrary, in the event that the principal
or iterest due on the Bonds is paid by the Bond Insurer pursuant to the Bond Insurance Policy, the
Bonds will remain outstanding for all purposes, not be defeased or otherwise satisfied and not be
considered paid by the Issuer, and the assignment and pledge of the trust estate and all covenants,
agreements and other obligations of the Issuer to the Bondholders will continue fo exist and run to

the benefit of the Bond Insurer, and the Bond Insurer will be subrogated to the rights of the
Bondholders.

Ne Persenal Liability of Issuer’s Officials

No covenant, stipulation, obligation or agreement of the Issuer contained in the
Indenture will be or be deemed to be a covenant, stipulation, obligation or agreement of any present
or future member, officer, agent or employee of the Issuer in other than his or ber official capacity.
No official of the Issuer executing the Bonds, the Indenture or the Loan Agreement (or amendments
or supplements to either) will be liable personally on the Bonds or be subject fo any personal
liability or accountability by reason of the issuance thereof or the execution of the Indenture or the
Loan Agreement (or amendmenis or supplements to either).
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The Trustee

Except for any period during which an Event of Default, of which the Trustee has been
notified or is deemed to have knowledgs, has occurred and is continuing, the Trustee {i) will
undertake to perform only the duties specifically set forth in the Indenture and (ii) in the absence of
bad faith on its part, may rely conclusively upon the truth of the statements and the correctness of
the opinions furnished to it pursuant to the Indenture. In case an Event of Default has ocourred and
is continuing (of which the Trustee has been notified or is deemed to have notice), the Trustee will
exercise the rights and powers vested in it by the Indenture and will use the same degree of care and
skill as a prudent person would use under the circumstances in the conduct of his or her own affairs.
The Trustee will not be required to expend or risk its own funds in performing its duties under the
Indenture and will be entitled to compensation and the reimbursement of its expenses.

The Trustee tnay resign at any time from the trusts created by the Indenture by giving
written notice of the resignation to the Issuer, the Company, the Registrar, any Paying Agents, the
Remarketing Agent, the Auction Agent, the Bond Insurer and any authenticating “agents and by
mailing written notice thereof to the holders of the Bonds. The resignation will take effect only
upon the appointment of a successor Trustee acceptable to the Bond Insurer.

The Trustee may be removed at any time by the holders of not less than a majority in
aggregate principal amount of the Bonds then outstanding. The Trustee also may be removed at any
time for any breach of trust or for acting or proceeding in violation of, or for failing to act or
proceed in accordance with, any provision of the Indenture with respect to the duties and obligations
of the Trustee by any cowrt of competent jurisdiction upon the application of the Issuer, upon its
own volition or at the request of the Company or the holders of not less than 35% in aggregate
principal amount of the Bonds then outstanding under the Indenture. The removal will take effect
only upon the appoiniment of a successor Trustee acceptable to the Bond Insurer.

Every successor Trustee appointed pursuant fo the Indenture (i} must be a trust
company or a bank having the powers of a trust company, (if) must be duly authorized fo
exercise trust powers, (iil) must have a reported capital and surplus of not less than $75,000,000,
(iv) so long as the Bonds are rated by Moody’s, must be otherwise acceptable to Moody’s, (v) so
long as the Bonds are rated by S&P, must be acceptable to S&P, and (vi) must be acceptable to
the Bond Insurer.

Remarketing Agent

The Remarketing Agent’s principal office is at Morgan Stanley & Co. Incorporated,
1221 Avenue of the Americas, New York, New York 10020, Attention: Remarketing
Coordinator. The Remarketing Agent will determine the Variable Rates and the Commercial
Paper Rate Periods for the Bonds and will remarket Bonds subject to optional or mandatory
tender. The Remarketing Agent must have a capitalization of at least $50,000,000 and be
authorized by law to perform all the duties imposed upon it by the Indenture. Any successor
Remarketing Agent must be rated at least Baa3/P-3 or otherwise be acceptable fo Moody’s and

must have been approved in writing by the Bond Insurer (such approval not to be unreasonably
denjed).
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If at any time the Remarketing Agent is unable or unwilling to act as a Remarketing
Agent, the Remarketing Agent may resign upon the earlier to ocowr of (i) the iwentieth day
following receipt by the Company, the Issuer, the Trustee, the Auction Agent and the Paying
Agent of written notice of resignation and (ii) the day of appointment by the Company of a
successor Remarketing Agent pursuant to the Indenture and acceptance of such appointment by
such successor Remarketing Agent. The Remarketing Agent may be removed at any time by the
Company upon five days’ written notice signed by the Company and delivered to the
Remarketing Agent, the Issuer, the Trustee, the Bond Insurer, the Auction Agent and the Paying
Agent.

TAX MATTERS

Federal Tax Matters

As described herein under the captions “INTRODUCTORY STATEMENT” and
“APPLICATION OF PROCEEDS,” the Bonds are issued to refund and redeem the entire
outstanding principal amount of the Refunded Bonds, which each were originally issued to
refund certain prior bonds originally issued to finance the cost of certain air and water pollution
and solid waste disposal facilities under Section 103 of the Internal Revenue Code of 1954, as
amended (the “1954 Code™). Section 103 of the 1954 Code provides generally that inferest on an
issue of industrial development bonds substantially all the proceeds of which are used to provide
air and water pollution control or solid waste disposal facilities, or to refund such bonds, will be
excludable from gross income for federal income tax purposes. Section 1313 of the Tax Reform
Act of 1986 (the “1986 Tax Act”) provides that the provisions of Section 103 of the 1954 Code
will continue to apply to any bond the proceeds of which are used exclusively to refund a bond
issued before August 16, 1986 (a “qualified bond™) (or a bond which is part of a series of
refundings of a qualified bond), provided that the refunding bonds satisfy the requirements of the
1954 Code as well as certain additional requirements imposed by the 1986 Tax Act and the
Code.

Subject to continuing compliance with certain covenants and the accuracy of certain
representations, in the opinion of Thompson Hine LLP, Bond Counsel, under existing law
interest on the Bonds will be excludable from gross income for federal income tax purposes,
except that during the period when any Bond is held by a person who is a “substantial user” of
the Project Facilities or by a “related person,” within the meaning of Section 103(b)(13) of the
1954 Code, interest on such Bond will be includable in the gross income of such person.

Bond Counsel is also of the opinion that under existing law, interest on the Bonds will
not be an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations. However, interest on the Bonds is includable, pursuant to Section
55 of the Code, in adjusted current earnings in determining the alierpative minimum faxable

income of corporations for purposes of determining such corporations’ liability for the alternative
minimim tax.

In concluding that the interest on the Bonds will be excludable from gross income for
federal income tax purposes, Bond Counsel will rely on (i) representations of the Issuer and the
Company, (ii) certificates and certified proceedings of public officials furnished to Bond
Counsel, (iii) certifications by officials of the Company, (iv) representations of the Company
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with respect o the use of the proceeds of the Refunded Bonds and the bonds refunded by the
Refunded Bonds, as well as certain material facts relating to the design, scope, function, use, cost
and economic useful life of the Project Facilities, and (v) covenants of the Company with respect
to the use of the proceeds of the Bonds.

The Code prescribes a number of qualifications and conditions for the interest on state
and local government obligations to be and remain excluded from gross income for federal
income tax purposes, some of which require future or continued compliance after issuance of the
obligations in order for the interest to be and continue to be so excluded from the date of
issuance. Noncompliance with these requirements with respect 1o the Bonds could cause inferest
on the Bonds to be included in gross income for federal income tax purposes and to be subject to
federal income tax retroactively to their date of issuance. The Company has agreed in the Loan
Agreements for the Bonds to take such actions that may be required of it for the interest on the
Bonds to be and remain excluded from gross income for federal income tax purposes, and not to
take any actions that would adversely affect that exclusion. If interest on the Bonds does become
includable in gross income, the Bonds are subject to mandatory redemption without premium.

See “THE BONDS - Redemption ~ Mandatory Redemption Upon a Determination of
Taxability”

Under the Code, interest on the Bonds eamed by certain foreign corporations doing
business in the United States could be subject to the branch profits tax imposed by Section 884
of the Code, and interest on the Bonds could be subject to the tax imposed by Section 1375 of the
Code on excess net passive income of certain 8 corporations.

Under the Code, the receipt of inferest excluded from gross income can have certain
collateral federal income tax consequences, adversely affecting items of income, deductions, or
credits for certain taxpayers, including financial institutions, property and casualty insurance
companies, recipients of Social Security and Railroad Retirement benefits, taxpayers who are
deemed to incur or continue indebtedness to acquire or carry tax-exempt obligations, and
individuals otherwise eligible for the earned income credit. The applicability and extent of these
or other federal consequences will depend upon the particular tax status or other items of income
and expense of the owner of the Bonds. Bond Counse! expresses no opinion regarding such
consequences.

Purchasers of Bonds at other than their original issuance at the respective prices indicated
on the cover should consult their own tax advisors regarding other tax considerations, such ag the
consequences of market discount.

Bond Counsel will express no opinion regarding federal tax consequences arising with
regard 1o the Bonds other than the opinions referred to in the second and third paragraphs of this
section.

From fime to time, legisiative proposals are pending in Congress that would, if enacted,
alter or amend one or more of the federal tax matters referred to above or below in certain
respects or would adversely affect the market value of the Bonds. It cannot be predicted whether
or in what form any of such proposals, either pending or that may be introduced, may be enacted
and there can be no assurance that such proposals will not apply to the Bonds {and book eniry
inferest in the Bonds).
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State Tax Matters

Bond Counsel is also of the opinion that, wnder existing law, interest on the Bonds is
excluded from gross income of the owners thereof for Kentucky income tax purposes and the
Bonds are exempt from all ad valorem taxes in Kentucky. No opinion is expressed regarding
taxation of interest on the Bonds under any other provision of Kentucky law.

The tax consequences arising with regpect to the Bonds may be different under the
applicable state and local tax laws of states other than Kentucky., Each purchaser of the Bonds
should consult his or her tax advisor regarding the taxable statos of the Bonds in a particular
local jurisdiction other than Kentucky.

THE FOREGOING IS NOT INTENDED AS A DETAILED OR COMPREHENSIVE
DESCRIPTION OF ALL POSSIBLE TAX CONSEQUENCES OF BUYING OR HOLDING
THE BONDS. PERSONS CONSIDERING THE PURCHASE OF THE BONDS SHOULD
CONSULT THEIR TAX ADVISORS AS TO THE CONSEQUENCES OF BUYING OR
HOLDING THE BONDS IN THEIR PARTICULAR CIRCUMSTANCES.

CONTINUING DISCLOSURE AGREEMENTS

The Company will enter into separate, but substantially identical, Continuing
Disclosure Agreements relating to each series of the Bonds. All references in the summary below to
the Bonds and the Continuing Disclosure Agreement and other defined terms should be read as
referving sepavately to each series of the Bonds and the related Continuing Disclosure Agreement
and other defined terms.  Certain provisions of the Contimuing Disclosure Agreements are
described below. Reference is made fo each Continuing Disclosure Agreement for the detailed
provisions thereof.

The Company will agree, in a Continuing Disclosure Agreement (the “Continuing
Disclosure Agreement”) for the benefit of the holders and beneficial owners from time to time of the
Bonds, in accordance with, and as the only obligated person with respect to the Bonds under, Rule
15¢2-12 (the “Rule”) of the Securities and Exchange Commission (the “Commission’™), to provide
or cause to be provided such financial information and operating data of the Company {(collectively,
“Annual Information™), audited financial statements and notices, in such manmer, as may be
required for purposes of paragraph (b)(5)(1) of the Rule, including specifically the following:

(@)  To each nationally recognized municipal securities information repository -
designated from time to time by the Commission (“NRMSIR™), to any state
information depository (“SZ07°) and fo the Trustee; Annual Information for each
fiscal year of the Company, ending on or after December 31, 2006, not later than the
120" day of following the end of the fiscal year, consisting of (i) if the Company
files reports with the Comumission on Form 10-K or a successor form, such reports or
(if the Company's direct or indirect parent files such reports with the Commission
and such reports provide separate Annual Information with respect to the Company)
such reports filed by the Company’s direct or indirect parent, or (ii} if the Company
no longer is required to file such reports on Form 10-K or a successor form,
information concerning the Company’s selected financial and operating data,
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(b)

together with the Company’s audited financial statements prepared in accordance
with generally accepted accounting principles.

As described in Appendix A under “Available Information,” the Company no longer
is required fo file reports on Form 10-K with the Commission. Therefore, clause (ii)
above is cutrently applicable with respect to the Company. The Company will agree
to provide, as “Annual Information” under the Continning Disclosure Agreement,
selected financial and operating data of the type included under the caption “The
Company” in Appendix A to the Official Statement and in the Company’s unaudited
Condensed Financial Staterments for the Quarter ended March 31, 2006 (included as
part of Appendix A), together with the Company’s audited financial statements.

The Company also will agree to file with the NRMSIR’s, any SID and the Trustee
unaudited quarterly financial statements (to the extent that such quarterly financial
statements are otherwise available) not later than the 60™ day following the end of
each fiscal quarter of the Company (other than the last quatter of any fiscal vear).

To each NRMSIR or to the Municipal Securities Rulemaking Board (“MSRB”), and
to any SiD, in a timely manner, notice of:

(1}  The occurrence of any of the following events, within the meaning of the
Rule, with respect to the Bonds, if material:

D principal and interest payment delinquencies;
(ify  nonpayment related defaults;

(i)  unscheduled draws on debt service reserves reflecting financial
difficulties;

(tv)  unscheduled draws on credit enbancements reflecting financial
difficulties;

(v) substitution of credit or liguidity providers, or their failure to
perform;

(viy  adverse tax opinions or events affecting the tax-exempt status of the
’ Bonds;

(vii) modifications to rights of holders or beneficial owners;
(viii) Bond calls for the Bonds;
(ix)  defeasances;

(x)  release, substifution, or sale of property securing repayment of the
Bonds; and

(xi)  rating changes for the Bonds.
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Although enumerated in the Rule, the events described in subparagraphs (iii)
and (x) above currently are inapplicable with respect to the Bonds.

(2)  The Company’s failure to provide the Annual Information within the time
specified above,

{3 The termination of the Continuing Disclosure Agreement.

The Continuing Disclosure Agreement may be amended, and any of its provisions may
be waived, if such amendment or waiver is supported by a legal opinion of independent counsel
who is expert in federal securities Jaws to the effect that such amendment or waiver would not, in
and of itself, violate the Rule. If the amendment or waiver will materially impair the interests of
Bondholders or beneficial owners, then the Trustee must also obtain the approval of the holders.

The Continuing Disclosure Agreement is solely for the benefit of the holders and
beneficial owners from time to time of the Bonds. The exclusive remedy for any breach of the
Continuing Disclosure Agreement is limited to a right of holders and beneficial owners to cause to
be instied and maintained, proceedings in equity to obtain the specific performance by the
Company of its obligations under the Continuing Disclosure Agreement. Any individual holder or
beneficial owner may institute and maintain, or cause to be insiituted and maintained, such
proceedings to require the Company to provide a pertinent filing if such a filing is due and has not
been made. Any such proceedings to require the Company fo perform any other obligation under
the Continuing Disclosure Agreement (including any proceedings that contest the sufficiency of any
pertinent filing) may be instituted and maintained only by the holders and beneficial owners of not
less than 35% in principal amount of the Bonds then outstanding or their agent.

Any failure by the Company to comply with any provision of the Continuing Disclosure
Agreement will not constitute a failure or a default, or an event of default, under the Loan
Agreements or the Indentures.

The Continuing Disclosure Agreement will remain in effect only for such period that
any of the Bonds are outstanding in accordance with their terms and the Company remains an
obligated person with respect to the Bonds within the meaning of the Rule.

The Company has not previously entered into any continuing disclosure agreements for
the purposes of the Rule.

The following NRMSIRs exist at this time: Bloomberg Municipal Repository, Skillman,
New Jersey, DPC Data Inc., Fort Lee, New Jersey; and FT Interactive Data and Standard & Poor's
Securities Evaluations, Inc., each of New York, New York. No SID has been designated by the
Commuonwealth of Kentacky.

LEGAL MATTERS

Legal matters incident to the authorization and issuance of the Bonds are subject to
the approving opinion of Thompson Hine LLP, Bond Counsel. The form of such opinion is
included as Appendix E hereto. In rendering the approving opinion as Bond Counsel, Thompson
Hine LLP has relied upon the opinion of Stoll Keenon Ogden PLLC, special Kentucky
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counsel, with respect to certain matters governed by Kentucky law. Certain legal matters in
connection with the issuance of the Bonds will be passed upon for the Issuer by J.R. Schrand,
Esq. County Attorney and Stoll Keenon Ogden PLLC, as special Kentucky counsel. Certain
legal matters will be passed upon for the Company by Robert Lucas, Associate General Counsel
of Duke Energy Corporation and Thompson Hine LLP, as counsel for the Company. Certain
legal matters will be passed upon for the Bond Insurer by an Assistant General Counsel. Certain
legal matters will be passed upon for the Underwriter by Squire, Sanders & Dempsey L.L.P.
From time to time, Squire, Sanders & Dempsey L.L.P. has represented affiliates of the Company
or ifs predecessors in various matters.

The various legal opinions to be delivered concurrently with the delivery of the
Bonds express the professional judgment of the attorneys rendering the opinions as fo the legal
issues explicitly addressed therein. By rendering a legal opinion, the opinion giver does not
become an insurer or guarantor of that expression of professional judgment, of the transaction
opined upon, or of the future performance of parties to such transaction. Nor does the rendering
of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction.

The remedies available to the bondholders upon a default are in many respects
dependent upon judicial actions which are often subject to discretion and delay. Under existing
constitutional and statutory law and judicial decisions, including specifically Title 11 of the
United States Code (the federal bankruptcy code), the remedies may not be readily available or
may be lmited.

The various legal opinions to be delivered concurrently with the delivery of the
Bonds will be qualified as to the enforceability of the various legal instruments by limitations
imposed by the valid exercise of the constitutional powers of the Issuer, the State of Indiana and
the United States of America and bankruptcy, reorganization, insolvency or other similar laws
affecting the rights of creditors generally, and by general principles of equity (regardless of
whether such enforceability is considered in a proceeding in equity or at law).

These exceptions would encompass any exercise of federal, State or local police
powers {including the police powers of the Issuer), in a manner consistent with the public health
and welfare.

UNDERWRITING

Under the terms of a Bond Purchase Agreement, the Underwriter will agree, subject
to the approval of certain legal matters by counsel and to certain other conditions, to purchase the
Bonds from the Issuer at a price of $76,720,000 (representing 100% of the aggregate principal
amount of the Bonds). The Company also will agree to pay the Underwriter $268,520 as an
underwriting fee and to reimburse the Underwriter for certain expenses. The Underwriter will
agree to purchase all of the Bonds, if any of the Bonds are purchased, After the Bonds are
released for sale to the public, the offering price and other selling terms may from time to time
be varied by the Underwriter, and such Bonds may be offered and sold to certain dealers
(including dealers depositing such Bonds inte investment accounts) and others at prices lower
than the public offering price set forth on the cover page bereof.
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The Company will agree to indemnify the Underwriter and the Issuer against certain
liabilities, including certain Habilities under federal securities laws.

Morgan Stanley & Co. Incorporated also will act as a Broker-Dealer during the
Auction Rate Period and will be compensated for its services as Broker-Dealer pursuant to the
terms of the Broker-Dealer Agreement. Morgan Stanley & Co. Incorporated has been appointed

to serve as Remarketing Agent and will be separately compensated by the Company pursuant to
the terms of the Remarketing Agreement.

In the ordinary course of its business, the Underwriter and certain of its affiliates have

engaged, and may in the future engage, in investment banking or other fransactions with the
Company and its affiliates.

This Official Staterment has been duly authorized, executed and delivered by the
Company.

THE UNION LIGHT, HEAT AND POWER
COMPANY (doing business as DUKE
ENERGY KENTUCKY, INC.)

By:__/s/ Stephen De May
Agssistant Treasurer
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Duke Energy Kentucky
Exhibit E
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FINANCIAL EXHIBIT

1) Amount and kinds of stock authorized

1,000,000 shares of Capital Stock $15 par value amounting to $15,000,000 par value.

(2)  Amount and kinds of stock issued and outstanding

585,333 shares of Capital Stock $15 par value amounting to $8,779,995 total par value. Total
Capital Stock and Additional Paid-in Capital as of September 30, 2008:

Capital Stock and Additional Paid-in Capital

As of 9/30/2008

($ per 1,000)
Capital Stock $8,780
Premiums thereon 23,760
Total Capital Contributions from Parent (since 2006) 3,673
Contribution from Parent Company for Purchase of Generation Assets 140.061
Total Capital Stock and Additional Paid-in-Capital $176.274

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

There is no preferred stock authorized, issued or outstanding.

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

Duke Energy Kentucky does not have any liabilities secured by a mortgage.

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 the
date of issue, face value, rate of interest, date of maturity and how secured,
together with the amount of interest paid thereon during the last fiscal year,

The Company has two outstanding issues of unsecured senior debentures issued under an
Indenture dated July 1, 1995 between itself and the The Bank of New York Trust Company,
N.A., as Trustee, (Successor Trustee to Fifth Third Bank), as supplemented by four
Supplemental Indentures. The Indenture, as amended, allows the Company fo issue debt
securities in an unlimited amount from time to time. The Debentures issued under the
Indenture are as follows:
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Puke Energy Kentucky

Exhibit E
Page 2 of 5
Principal
Amount Principal
Authorize  Amount Interest
Supplemental Date of d and Outstandi ~ Rate of Date of Paid
Indenture Issue Issued ng Interest Maturity  Year 2007
oné 4/30/1998 20,000,000 206,000,000 6.500% 4/30/2008 1,360,000
Supplemental
z;[,th 9/17/1999 20,000,600 20,000,600 7.875% 9/15/2009 1.575.000
Supplemental
40,000,000 2,875,000

The Company has three outstanding issues of unsecured senior debentures issued under an
Indenture dated December 1, 2004, between itself and Deutsche Bank Trust Company
Americas, as Trustee, as supplemented by one Supplemental Indenture. The Indenture allows

the Company to issue debt securities in an unlimited amount from time to time. The
Debentures issued under the Indenture are the following:

Principal
Amount Principal
Authorize  Amount Interest
Supplemental Date of d and Outstandi ~ Rate of Date of Paid
Indenture Issue Issued ng Interest Maturity  Year 2007
Not Applicable  12/9/2004 40,000,000 40,000,000  5.000% 1271572014 2,000,000
1% 3/10/2006 50,000,000 50,000,000 5.750% 3/10/2016 2,875,000
Supplemental
% 3/10/2006 65,000,000 65.000.000 6.200% 3/10/2036 4,030,000
Supplemental
155.000,000 8.905.000

(6)  Each note outstanding, giving date of issue, amount, date of maturity, rate of

interest, in whose favor, together with amount of interest paid thereon during

the last fiscal vear.

Not applicable. Duke Energy Kentucky has no outstanding notes other than the short term
notes permitted under the terms of the Utility Money Pool Agreement approved by the

Commission.

(7)  QOther indebtedness, giving same by classes and describing security, if any, with

a brief statement of the develution 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

ear,
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The Company has two series of Pollution Control Revenue Refunding Bonds issued under a
Trust Indenture dated as of August 1, 2006, between the County of Boone, Kentucky and
Deutsche Bank National Trust Company as Trustee. The Company’s obligation to make
payments equal to debt service on the Bonds is evidenced by a Loan Agreement dated as of
August 1, 2006 between the County of Boone, Kentucky and Duke Energy Kentucky. The
Bonds issued under the Indentures are as follows:

Principal
Amount Interest
Date of Outstandi Rate of Date of Paid
Indenture Issue ng Interest Maturity  Year 2007
Series 2006A 8/1/2006 50,000,000  3.89% 8/1/2027 1,943,056
Series 2006B 8/1/2006 26,720,000  3.82%"* 8/1/2027 1,020,704
76,720,000 2,963,760

) The interest rate represents the average floating-rate of interest on the bonds for 2007.
The interest rate on the bonds resets every 35 days through an auction process.

@ The variable-rate debt was swapped to a fixed rate of 3.86% for the life of the debt.

(8)  Rate and amount of dividends paid during the last five (5) previous fiscal vears,

and the amount of capital stock on which dividends were paid each vear.

Dividends per Share
Par Value of
Year Ending Per Share Total No. of Shares Stock
December 31, $10.77 6,304,036 585,333 8,779,995
2003
December 31, 24.94 14,600,000 585,333 8,779,695
2004
December 3 I, 17.03 9,965,521 585,333 8,779,995
2005
December 31, 0.00 0 585,333 8,779,995
2006
December 31, . 0.00 0 585,333 8,779,995
2007

&) Detailed Income Statement and Balance Sheet

See the attached pages for the detailed Income Statement for the twelve months ended September
30, 2008 and the detailed Balance Sheet as of September 30, 2008.
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Duke Energy Kentucky
Income Statement

Twelve Months Ended September 30, 2008

Operating Revenue
Electric

Gas
Other
. 'Fotal Operating Revenues

Operating Expenses
Natural Gas and Petroleum Products Purchased
Qperations, Maintenance and Other
Fuel used in Electric Generation and Purchased Power
Depreciation and Amortization
Property and Other Taxes

Total Operating Expenses

Operating Income

Other Income and Expenses
Other, Net
Interest Expense

Earnings From Continuing Operations Before Income Taxes
Income Tax Expense (Benefit) From Continuing Operations

Net Income

329,904,621
147,929,033
22323330

500,246,984

104,922,995
127,392,920
153,974,907
37,366,439
10,001,235

433,658,496

66,588,488

4,275,147
16,349,074

54,514,561

18,590,091

35,924,470

Duke Energy Kentucky
Exhibit E
Page 4.0f 5
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ASSETS
Cash and Cash Equivalents
Receivables
nventery
Other
Totat Current Assets

kavestments and Other Assets
Intangibles, net
Gther

Fotal Investments and Other Assets
Property, Plant and Equipment

Cost
Less A iated DLPI iation and Amorti

Net Property Plant and Equipment

Regulatory Assets and Deferved Debits
Deferred Debt Expense
Other

Total Reguiatory Assets and Deferred Debits

Total Assels

LIABIL!TFES AND COMMON STOCKHOLDERS' EQUITY
Current Liabitities

Accounts Payable

Taxes Agorued

Interest Accrued

Current Maturities of Long-Term Debt

Other

Tolat Current Liabifities

Long-Term Debt

Deferred Credits and Other Linbilities
Ereferred Income Taxes
Investment Tax Credit
Asset Retirement Obligations
Other

Total Deferred Credits and Other Liabilities

Total Liabilities

Fodat Equity

Common Stacks $15.00 par value, 1,000,000 shares authorized and

585,333 shares cutstanding
Additional Paid in Capital
Retained Earnings

Tetai Eguity Including Minority Interest
“Fotal Liabitities and Equity

Duke Energy Kentucky
Balance Sheat
September 30, 2008

82,807,415
32,789,785
41,789,879
11,640,390

164,997,468

+i,851.647
%,836,632

14738279

1,535,987.666
(637,950,263}

858,037,403

5,153,814
19,324,023

24,477,837

§,106,250,988

85,621,672
15,047,588
1,826,181
22,546,564
14,409,640

§35,451,645

315,638,414

161,{50408
4,779,803
6,483,335

63,333,114

241,946,660

693,836,719

8,779,985
167,494,135
236,940,139

413,214,269

1,106,250,988

Duke Energy Kentucky
Exhibit E
Page 5 of 5
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THE UNION LIGHT, HEAT AND POWER COMPANY

AND

DEUTSCHE BANK TRUST COMPANY AMERICAS, Trustee
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INDENTURE, dated as of December 1, 2004, between The Union Light, Heat and Power
Company, a corporation duly organized and existing under the laws of the Commonwealth of
Kentucky (herein called the "Company”), having its principal office at 139 East Fourth Street,
Cincinnati, Ohio 45202, and Deutsche Bank Trust Company Americas, a New York banking
corporation, as Trustee (herein called the “Trustee™).

Recitals of the Company

The Company has duly authorized the execution and delivery of this Indenture to provide
for the issuance from time to time of its unsecured debentures, notes or other evidences of
indebtedness {herein called the “Securities"), to be issued in one or more series as in this Indenture
provided.

All things necessary to make this Indenture a valid agreement of the Company, in
accordance with its terms, have been done.

Now, therefore, this Indenfure witnesseth:

For and in consideration of the premises and the purchase of the Securities by the Holders
thereof, it is mutually agreed, subject to Article Fourteen, if applicable, for the equal and
propartionate benefit of the Holders of the Securities ofeach series thereof, as follows:

ARTICLE ONE
Definitions and Other Provisions
of General Application

Sectiqn 101. Definitions.

For all purposes of this Indenture, except as otherwise expressly provided or unless the
context otherwise requires:

(1) the terms defined in this Article have the meanings assigned to them in this Article
and include the plural as well as the singular;

(2) all other terms used herein which are defined in the Trust Indenture Act, either
directly ot by reference therein, have the meanings assigned to them therein;

(3) all accounting terms not otherwise defined herein have the meanings assigned to
them in accordance with generally accepted accounting principles;



(4) unless the context otherwise requires, any reference to an "Article” or a “"Section"
refers to an Article or a Section, as the case may be, of this Indenture; and

(5) the words "herein”, "hereof” and “hereunder” and other words of similar import refer
to this Indenfure as a whole and not to any particular Article, Section or other subdivision.

*Act", when used with respect to —any Holder, has the meaning specified in Section 104.

"Affilkate"” of any specified Person means any other Person directly or indirectly controlling
or controlled by or under direct or indirect common control with such specified Person. For the
purposes of this definition, "control” when used with respect to any specified Person means the
power to direct the management and policies of such Person, directly or indirectly, whether through
the ownership of voling securities, by contract or otherwise; and the terms "controlling” and
*controlled” have meanings correlative to the foregoing.

"Authenticating Agent” means any Person authorized by the Trustee pursuant to Section
614 to act on behalf of the Trustee to authenticate Securities of one or more series.

“Board of Directors" means the board of directors of the Company, or any duly authorized
committee of that board, or any Person duly authonzed to act on behalf of that board.

“"Board Resolution" means a copy of a resolution or resolutions cettified by the Secretary or
an Assistant Secretary of the Company to have been duly adopted by the Board of Directors and to
be in firll force and effect on the date of such certification, and delivered to the Trustee.

"Business Day", when used with respect to any Place of Payment, means each Monday,
Tuesday, Wednesday, Thursday and Friday which is not a day on which banking institutions in that
Place of Payment are authorized or obligated by law or executive order to close.

“Commission” means the Securdties and Exchange Commission, from time to time
constituted, created under the Exchange Act, or, if at any time after the execution of this instrument
such Commission is not existing and performing the duties now assigned to it under the Trust
Indenture Act, then the body performing such duties at such time.

“Company” means the Person named as the "Company” in the first paragraph of this
instrument until a successor Person shall have become such pursuant to the applicable provisions of
this Indenture, and thereafter "Company” shall mean such successor Person.

*Company Request” or "Company Order” means a written request or order signed in the
name of the Company either by (i) its Chainman of the Board, its Vice Chairman, its President or a
Vice President, and by its Treasurer, an Assistant Treasurer, its Secretary or an Assistant Secretary,
and delivered to the Trustee, or (il) any two Persons designated in a Board Resolution, or in a
Company Order previously delivered to the Trustee signed by any two of the foregoing, and
delivered to the Trustee.
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“Corporate Trust Office” means the office of the Trustee for Securities of any series at
which at’any particular time its corporate trust business shall be principally administered, which
office at the date of execution of this Indenture is located at

“Corporation” means a corporation, association, company, joint-stock company or business
rp p pany or
trust. '

"Covenant Defeasance” has the meaning specified in Section 1303.
“Defaulted Interest” has the meaning specified in Section 307.
"Defeasance” has the meaning specified in Section 1302,

“Depositary” means, with respect to Securities of any series issuable in whole or in part in
the form of one or more Global Securities, a clearing agericy registered under the Exchange Act that
is designated to act as Depositary for such Securities as contemplated by Section 301.

"Event of Default" has the meaning specified in Section 501.

“Exchange Act” means the Securities Exchange Act of 1934 and any statute successor
thereto, in each case as amended from time to time.

“Expiration Date" has the meaning specified in"Section 104.

“Global Security" means a Security that evidences all or part of the Securities of any series
and bears the legend set forth in Section 204 (or such legend as may be specified as contemplated
by Section 301 for such Securities).

"Holder" means a Person in whose name a Security is registered in the Security Register.

*Indenture” means this instrument as originally executed and as it may from time to time be
supplemented or amended by one or more indentures supplemental hereto entered into pursuant to
the applicable provisions hereof, including, for all purposes of this instrument and any such
supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of
and govern this instrument and any such supplemental indenture, respectively. The term “Indenture”
shall also include the terms of particular series of Secuities established as contemplated by Section
301.

"interest”, when used with respect to an Original Issue Discount Security which by its terms
bears interest only after Maturity, means interest payable after Maturity.

“Interest Payment Date", when used with respect to any Security, means the Stated Maturity
- of an instatlment of interest on such Secunty.

“Investment Company Act” means the Investment Company Act of 1940 and any statute
successor thereto, in each case as amended from time to time,



*Junior Subordinated Securities” shall have the meaning specified in Section 1401.

"Maturity", when used with respect to any Security, means the date on which the principal
of such Secunty or an installment of principal becomes due and payable as therein or herein
provided, whether at the Stated Maturity or by declaration of acceleration, call for redemption or
otherwise.

"Notice of Default” means a written notice of the kind specified in Section 501(4).

"Officers’ Certificate” means a certificate signed in the same manner and by Persons ag
provided for in a Company Request or a Company Order, and delivered to the Trustee.

“Opinion of Counsel" means a written opinion of counsel, who may be an employee of or
counsel for the Company.

“Qriginal Issue Discount Security” means any Securily which provides for an amount less
than the principal amount thereof to be due and payable upon a declaration of acceleration of the
Maturity thereof pursuant to Section 502.

*Quistanding”, when used with respect to Securities, means, as of the date of determination,
all Securities theretofore authenticated and delivered under this Indenture, except:
(1) Securities theretofore cancelled by the Trustee or delivered to the Trustee for
cancellation;

{2) Securities for whose payment or redemption money in the necessary amount has
been theretofore deposited with the Trustee or any Paying Agent (other than the Company)
in frust or set aside and segregated in trust by the Company (if the Company shall act as its
own Paying Agent) for the Holders of such Securities; provided that, if such Securities are
to be redeemed, notice of such redemption has been duly given pursuant to this Indenture
or provision therefor satisfactory to the Trustee has been made;

(3) Securities as to which Defeasance has been effected pursuant to Section 1302; and

{4) Securities which have been paid pursuant fo Section 306 or in exchange for or in lieu
of which other Securities have been authenticated and delivered pursuant to this Indenture,
other than any such Securities in respect of which there shall have been presented to the
Trustee proof satisfactory to it that such Securities are held by a bona fide purchaser in
whose hands such Securities are valid obligations of the Company;

provided, however, that in determining whether the Holders of the requisite principal amount of the
Quistanding Securities have given, made or taken any request, demand, authorization, direction,
notice, consent, waiver or other action hereunder as of any date, (A) the principal amount of an
Original Issue Discount Security which shall be deemed to be Outstanding shall be the amount of
the principal thereof which would be due and payable as of such date upon acceleration of the



Maturity thereof to such date pursuant to Section 502, (B) if, as of such date, the principal amount
payable at the Stated Maturity of a Security is not determinable, the principal amount of such
Security which shall be deemed to be Outstanding shall be the amount as specified or determined as
contemplated by Section 301, (C} the principal amount of a Security denominated in one or more
foreign currencies or currency units which shall be deemed to be Qutstanding shall be the U.S.
dollar equivalent, determined as of such date in the manner provided as contemplated by Section
301, of the principal amount of such Security (or, in the case of a Security described in Clause (A)
or (B) above, of the amount determined as provided in such Clause), and (D} Secunties owned by
the Company or any other obligor upon the Securities or any Affiliate of the Company or of such
other obligor shall be disregarded and deemed not to be Outstanding, except that, in determining
whether the Trustee shall be protected in relying upon any such request, demand, authorization,
direction, notice, consent, waiver or other action, only Securities which the Trustee actually knows
to be so owned shall be so disregarded. Securities so owned which have been pledged in good faith
may be regarded as Qutstanding if the pledgee establishes to the satisfaction of the Trustee the
pledgee's right so to act with respect to such Securities and that the pledgee is not the Company or
any other obligor upon the Securities or any Affiliate of the Company ot of such other obligor.

"Paying Agent” means, if not the Company, then any Person authorized by the Company to
pay the principal of or any premium or interest on any Securities on behaif of the Company.

"Person" means any individual, corporation, partnership, joint venture, trust, unincorporated
organization or governunent or any agency or political subdivision thereof.

“Place of Payment", when used with respect to the Securities of any serics, means the place
or places where the principal of and any premium and interest on the Securities of that series are
payable as specified as contemplated by Section 301.

*Predecessor Security” of any particular Security means every previous Security evidencing
all or a portion of the same debt as that evidenced by such particular Security; and, for the purposes
of this definition, any Security authenticated and delivered under Section 306 in exchange for or in
lieu of a mutilated, destroyed, lost or stolen Security shalf be deemed to evidence the same debt as
the mutilated, destroyed, lost or stolen Security.

“Redemption Date”, when used with respect to any Security to be redeemed, means the date
fixed for such redemption by or pursuant to this Indenture.

“Redemption Price", when used with respect to any Security to be redeemed, means the
price at which it is to be redeemed pursuant to this fndenture.

"Regular Record Date” for the interest payable on any Interest Payment Date on the
Securities of any series means the date specified for that purpose as contemplated by Section 301.

"Responsible Officer, when used with respect to the Trustee, means any vice president, any
assistant vice-president, any trust officer or assistant trust officer of the Trustee assigned to the
. Trustee's corporate trust department and customarily performing functions similar to those
performed by any of the above designated officers and also means, with respect to a particular



corporate trust matter, any other officer to whom such matter is referred because of his or her
knowledgé of and familiarity with the particular subject.

"Securities" has the meaning stated in the first recital of this Indenture and more particularly
means any Securities authenticated and delivered under this Indenture,

“Securities Act" means the Securities Act of 1933 and any statute successor therefo, in each
case as amended from time to time.

"Security Register" and "Security Registrar" have the respective meanings specified in
Section 305.

“Senior Debt" of the Company means the principal of, premium, if any, interest on and any
other payment due pursuant to any of the following, whether outstanding at the date of execution of
this Indenture or thereafter incurred, created or assumed: (a) all indebtedness of the Company
evidenced by notes, debentures, bonds or other securities sold by the Company for money,
excluding Junior Subordinated Securities, but including all first mortgage bonds of the Company
outstanding from time to time; (b) all indebtedness of others of the kinds described in the preceding
clause (a) assumed by or guaranteed in any manner by the Company, including through an
agreement to purchase, contingent or otherwise; and (c) all renewals, extensions or refundings of
indebtedness of the kinds described in any of the preceding clauses (a) and (b); unless, in the case of
any particular indebtedness, renewal, extension or refunding, the instrument creating or evidencing
the same or the assumption or guarantee of the same expressly provides that such indebtedness,
renewal, extension or refunding is not superior in right of payment to or is pari passu with the
Junior Subordinated Securities.

“Special Record Date" for the payment of any Defaulted Interest means a date fixed by the
Trustee pursuant to Section 307.

“Stated Maturity", when used with respect to any Security or any instaliment of principal
thereof or interest thereon, means the date specified in such Security as the fixed date on which the
principal of such Security or such installment of principal or interest is due and payable.

*Subsidiary” means a corporation more than 50% of the outstanding voting stock of which
is owned, directly or indirectly, by the Company or by one or more other Subsidiaries, or by the
Company and one or more other Subsidiaries. For the purposes of this definition, "voting stock™
means stock which ordinarily has voting power for the election of directors, whether at all times or
only so long as no senior class of stock has such voting power by reason of any contingency.

*Trust Indenture Act” means the Trust Indenture Act of 1939 as in force at the date as of
which this instnument was executed, except as provided in Section 905.

"Trustee” means the Person nawmed as the “Trustee" in the first paragraph of this instrument
until a successor Trustee shall have become such pursuant to the applicable provisions of this
Indenture, and thereafter "Trustee" shall mean or include each Person who is then a Trustee



hereunder, and if at any time there ts more than one such Person, "Trustec” as used with respect to
the Securties of any seres shall mean the Trustee with respect to Securities of that series.

"U.S. Government Obligation" has the meaning specified in Section 1304.

"Vice President”, when used with respect to the Company or the Trustee, means any vice
president, whether or not designated by a number or a word or words added before or after the title
"vice president”,

Section 102, Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee to take any action under any
provision of this Indenture, the Company shall furnish to the Trustee such certificates and opinions
as may be required under the Trust Indenture Act. Each such certificate or opinion shall be given in
the form of an Officers' Certificate, if to be given by an officer of the Company, or an Opindon of
Counsel, if to be given by counsel, and shall comply with the requirements of the Trust Indenture
Act and any other requirements set forth in this Indenture.

Every certificate or opinion with respect to compliance with a condition or covenant
provided for in this Indenture shall inctude,

(1) a statement that each individual signing such certificate or opinion has read such
covenant or condition and the definitions herein refating thereto;

(2) a statement that, in the opinion of each such individual, he or she has made such
examination or investigation as is necessary to enable him or her to express an informed
opinion as to whether or not such covenant or condition has been complied with; and

(3) a statement as to whether, in the opinion of each such individual, such condition or
covenant has been complied with.

Section 103. Form of Documents Delivered to Trustee,

In any case where several matters are required to be certified by, or covered by an opinion
of, any specified Person, it is not necessary that all such matters be certified by, or covered by the
opinion of, only one such Person, or that they be so certified or covered by only one document, but
one such Person may certify or give an opinion with respect to some matters and one or more other
such Persons as to other matters, and any such Person may certify or give an opinion as {o such
matters in one or several documents.

Any certificate or opinion of an officer of the Company may be based, insofar as it relates to
legal matters, upon a certificate or opinion of, or representations by, counsel, unless such officer
knows, or in the exercise of reasonable care should know, that the certificate or opinion or
representations with respect to the matters upon which his or her certificate or opinion is based are



erroneous. Any such certificate or opinion of counsel may be based, insofar as it relates to factual
matters, Upon a certificate or opinion of, or representations by, an officer or officers of the
Company stating that the information with regpect to such factual matters is in the possession of the
Company, unless such counsel knows, or in the exercise of reasonable care should know, that the
certificate or opinion or representations with respect to such matters are etroneous.

Where any Person is required to make, give or execute two ot more applications, requests,
consents, certificates, statements, opinions or other instruments under this indenture, they may, but
need not, be consolidated and form one instrument.

Section 104. Acts of Holders; Record Dates.

Any request, demand, authorization, direction, notice, consent, waiver or other action
provided or permitted by this Indenture to be given, made or taken by Holders may be embodied in
and evidenced by one or more instruments of substantiatly similar tenor signed by such Holders in
person or by agent duly appointed in writing; and, except as herein otherwise expressly provided,
such action shall become effective when such instrument or instruments are delivered to the Trustee
and, where it is hereby expressly required, to the Company. Such instrument or instruments (and the
action embodied therein and evidenced thereby) are herein sometimes referred to as the "Act" of the
Holders signing such instrument or instruments. Proof of execution of any such instrument or of a
writing appointing any such agent shall be sufficient for any purpose of this Indenture and (subject
to Section 601) conclusive in favor of the Trustee and the Company, if made in the manner
provided in this Section.

The fact and date of the execution by any Person of any such instrument or writing may be
proved by the affidavit of a witness of such execution or by a certificate of a notary public or other
officer authorized by law to take acknowledgments of deeds, certifying that the individual signing
such instrument or writing acknowledged to him or her the execution thereof. Where such
execution is by a signer acting in a capacity other than his or her individual capacity, such certificate
or affidavit shall also constitute sufficient proof of his or her authority. The fact and date of the
execution of any such instrument or writing, or the authority of the Person executing the same, may
also be proved in any other manner which the Trustee deems sufficient.

The ownership of Securities shali be proved by the Security Register.

Any request, demand, authorization, direction, notice, consent, waiver or other Act of the
Holder of any Security shall bind every future Holder of the same Security and the Holder of every
Security issued upon the registration of transfer thereof or in exchange therefor or in lieu thereof in
respect of anything done, omitted or suffered to be done by the Trustee or the Company in reliance
thereon, whether or not notation of such action is made upon such Security.

The Company may set any day 2s a record date for the purpose of determining the Holders
of Outstanding Securities of any series entitled to give, make or take any reguest, demand,
authorization, direction, notice, consent, waiver or other action provided or permitted by this
Indenture to be given, made or taken by Holders of Securities of such series, provided that the



Company may not set a record date for, and the provisions of this paragraph shall not apply with
respect to; the giving or making of any notice, declaration, request or direction referred to in the
next paragraph. If any record date is set pursuant to this paragraph, the Holders of Qutstanding
Securities of the relevant series on such record date, and no other Holders, shall be entitled to take
the relevant action, whether or not such Holders remain Holders after such record date; provided
that no such action shall be effective hereunder unless taken on or prior to the applicable Expiration
Date by Holders of the requisite principal amount of Qutstanding Securities of such sertes on such
record date. Nothing in this paragraph shall be construed to prevent the Company from setting a
new record date for any action for which a record date has previously been set pursuant to this
paragraph (whereupon the record date previously set shall automaticaily and with no action by any
Person be cancelled and of no effect), and nothing in this paragraph shall be construed to render
ineffective any action taken by Holders of the requisite principal amount of Qutstanding Securities
of the relevant series on the date such action is taken. Promptly after any record date is set pursuant
to this paragraph, the Company, at ifs own expense, shall cause notice of such record date, the
proposed action by Holders and the applicable Expiration Date to be given to the Trustee in writing
and to each Holder of Securities of the relevant seties in the manner set forth in Section 106,

The Trustee may set any day as a record date for the purpose of determining the Holders of
Quistanding Securities of any series entitled to join in the giving or making of (i} any Notice of
Default, (ii) any declaration of acceleration referred to in Section 502, (iit) any request to institute
proceedings referred to in Section 507(2} or (iv) any direction referred to in Section 512, in each
case with respect to Securities of such sertes. If any record date is set pursuant to this paragraph, the
Holders of Qutstanding Securities of such series on such record date, and no other Holders, shall be
entitied to join in such notice, declaration, request or direction, whether or not such Holders remain
Holders after such record date; provided that no such action shall be effective hereunder unless
taken on or prior to the applicable Expiration Date by Holders of the requisite principal amount of
Quitstanding Securifies of such senies on such record date. Nothing in this paragraph shall be
construed to prevent the Trustee from setting a new record date for any action for which a record
date has previously been set plrsuant to this paragraph (whereupon the record date previously set
shall automatically and with no action by any Person be cancelled and of no effect), and nothing in
this paragraph shall be construed to render ineffective any action taken by Holders of the requisite
principal amount of Outstanding Securities of the relevant series on the date such action is taken.
Promptly afler any record date is set pursuant to this paragraph, the Trustee, at the Company's
expense, shall cause notice of such record date, the proposed action by Holders and the applicable
Expiration Date to be given to the Company in writing and to each Holder of Secusities of the
relevant series in the manner set forth in Section 106.

With respect to any record date set pursuant to this Section, the party herefo which sets such
record date may designate any day as the "Expiration Date” and from time to time may change the
Expiration Date to any earlier or later day; provided that no such change shall be effective unless
notice of the proposed new Expiration Date is given to the other party hereto in writing, and fo each
Holder of Securities of the relevant series in the manner set forth i Section 106, on or prior to the
existing Expiration Date. If an Expiration Date is not designated with respect to any record date set
pursuant to this Section, the party hereto which set such record date shall be deemed to have
initially designated the 180th day after such record date as the Expiration Date with respect thereto,



subject to its right to change the Expiration Date as provided in this paragraph. Notwithstanding the
foregoing, no Expiration Date shall be later than the 180th day after the applicable record date.

Without limiting the foregoing, a Holder entitled hereunder to take any action hereunder
with regard to any particular Security may do so with regard to all or any part of the principal
amount of such Security or by one or more duly appointed agents each of which may do so pursuant
to such appointment with regard to all or any part of such principal amount.

Section 105. Notices, Etc., to Trustee and Company.

Any request, demand, authorization, direction, notice, consent, waiver or Act of Holders or
other document provided or permitted by this Indenture to be made upon, given or furnished to, or
filed with,

(1) the Trustee by any Holder or by the Company shall be sufficient for every purpose
hereunder if made, given, fumished or filed in writing to or with the Trustee at its Corporate
Trust Office, Attention: Corporate Trust Administration, or

(2) the Cormpany by the Trustee or by any Holder shall be sufficient for every purpose
hereunder {unless otherwise herein expressly provided) if in writing and matled, first-class
postage prepaid, to the Company addressed to it at the address of its principal office
specified in the first paragraph of this instrument or at any other address previously
fumished in writing to the Trustee by the Company.

Section 106. Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any event, such notice shall be
sufficiently given (unless otherwise herein expressly provided) if in writing and mailed, to each
Holder affected by such event, at his or her address as it appears in the Security Register, not later
than the latest date (if any), and not earlier than the earliest date (if any), prescribed for the giving of
such notice. In any case where notice to Holders is given by mail, neither the failure to mail such
notice, nor any defect in any notice so mailed, to any particular Holder shali affect the sufficiency of
such notice with respect to other Holders. Any potice when mailed to a Holder in the aforesaid
manner shall be conclusively deemed to have been received by such Holder whether or not actually
received by such Holder. Where this Indenture provides for notice in any manner, such notice may
be waived in writing by the Person entitled to receive such notice, either before or afier the event,
and such waiver shall be the equivalent of such notice. Waivers of notice by Holders shall be filed
with the Trustee, but such ﬁlmg shall not be a condition precedent to the validity of any action
taken in reliance upon such waiver.

In case by reason of the suspension of regular mait service or by reason of any other cause it

shalt be impracticable to give such notice by mail, then such notification as shali be made with the
approval of the Trustee shall constitute a sufficient notification for every purpose hereunder.
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Section 107, Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture
Act which 15 required under such Act to be a part of and govern this Indenture, the latter provision
shall control. If any provision of this Indenture modifies or excludes any provision of the Trust
Indenture Act which may be so modified or excluded, the latter provision shail be deemed to apply
to this Indenture as so modified or to be excluded, as the case may be.

Section 108. Effect of Headings and Table of Contents.

The Article and Section headings herein and the Table of Contents are for convenience only
and shall not affect the construction hereof.
Section 109. Successors and Assigns.

All covenants and agreements in this Indenture by the Company shall bind its successors
and assigns, whether so expressed or not.
Section 110. Separability Clause.

[n case any provision in this Indenture or in the Securities shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any
way be affected or impaired thereby.

Section 111. Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or implied, shall give to any Person,
other than the parties hereto, their successors hereunder, the Holders, and the holders of any Senior
Debt, any benefit or any legal or equitable right, remedy or claim under this indenture.

Section 112. Governing Law.

This Indenture and the Securifies shall be govemed by and construed in accordance with the

faw of the State of New York.
Section 113. Legal Holidays.
In any case where any Interest Payment Date, Redemption Date or Stated Maturity of any

Security shall not be a Business Day at any Place of Payment, then (notwithstanding any other
provision of this Indenture or of the Securities (other than a provision of any Security which
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specifically states that such provision shall apply in lieu of this Section)) payment of interest or
prncipal {and premium, if any) need not be made at such Place of Payment on such date, but may
be made on the next succeeding Bustness Day at such Place of Payment with the same force and
effect as if made on the Interest Payment Date or Redemption Date, or at the Stated Maturity, and
no interest shall accrue with respect to such payment for the period from and after such Interest
Payment Date, Redemption Date or Stated Maturity, as the case may be, to such next succeeding
Business Day.

Section 114. Certain Matters Relating to Currencies.

Whenever any action or Act is to be taken hereunder by the Holders of Securities
denominated in different currencies or cwrrency units, then for purposes of determining the
principal amount of Secunties held by such Holders, the aggregate principal amount of the
Securities denominated in a foreign currency or currency unit shall be deemed to be that amount of
Dollars that could be obtained for such principal amount on the basis of a spot exchange rate
specified to the Trustee for such series in an Officers' Certificate for exchanging such foreign
cutrency or currency unit into Dollars as of the date of the taking of such action or Act by the
Holders of the requisite percentage in pancipal amount of the Securities.

The Trustee shall segregate moneys, funds and accounts held by the Trustes in one currency
or currency unit from any moneys, funds or accounts held in any other currencies or currency units,
notwithstanding any provisian herein that would otherwise permit the Trustee to commingle such
amounts.

Section 115. Immuaity of Incorporators, Stockholders, Officers and Directors.

No recourse shall be had for the payment of the principal of (and premium, if any), or the
interest, if any, on any Securities of any series, or for any claim based thereon, or upon any
obligation, covenant or agreement of this Indenture, against any incorporator, stockholder, officer or
director, as such, past, present or future, of the Company or of any successor corporation, either
directly or indirectly through the Company or any successor corporation, whether by virtue of any
constitution, statute or rule of law or by the enforcement of any assessment of penalty or otherwise;
it being expressly agreed and understood that this Indenture and all the Securities of each series are
solely corporate obligations, and that no personal liability whatever shall attach to, or is incurred by,
any incorporator, stockholder, officer or director, past, present or future, of the Company or of any
successor corporation, either directly or indirectly through the Company or any successor
corporation, because of the incurring of the indebtedness hereby authorized or under or by reason of
any of the obligations, covenants or agreements contained in this Indenture or in any of the
Securities of any series, or to be implied herefrom or therefrom; and that all such personal liability
is hereby expressly released and waived as a condifion of, and as part of the consideration for, the
execution of this Indenture and the issuance of the Securities of each series.
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Section 116. Counterparts.

This Indenture may be executed in any number of counterparts, each of which shall be an
original; but such counterparts shall together constitute but one and the same instrument.

Section 117. Assignment to Affiliate.

The Company will have the right at all times lo assign by indenture supplemental hereto any
of its rights or obligations under the Indenture to a direct, indirect, or wholly owned Affiliate of the

Company; provided that, in the event of any such assignment, the Company will remain liable for
all such obligations.

ARTICLE TWO

Security Forws

Section 201. Forms Generally.

The Secunties of each series shalt be in substantially the form set forth in this Article, orin
such other form as shall be established by or pursuant to a2 Board Resolution or in one or more
indentures - supplemental hereto, in each case with such appropriate insertions, omissions,
substitutions and other variations as are required or pecmnitted by this Indenture, and may have such
letters, numbers or other marks of identification and such legends or endorsements placed thereon
as may be required to comply with the rules of any securities exchange or Depositary therefor or as
may, consistently herewith, be determined by the officers executing such Securities, as evidenced
by their execution thereof. If the form of Securties of any series is established by action taken
pursuant to a Board Resolution, a copy of an appropriate record of such action shall be certified by
the Secretary or an Assistant Secretary of the Company and delivered to the Trustee at or prior to
the delivery of the Company Order conteruplated by Section 303 for the authentication and delivery
of such Securities.

The definitive Securities shall be printed, lithographed or engraved on steel engraved
borders or may be produced in any other manner, all as determined by the officers executing such
Securities, as evidenced by their execution of such Securities.

Section 202. Form of Face of Security.

[Insert any legend required by the Intemal Revenue Code and the
regulations thereunder.
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THE UNION LIGHT, HEAT AND POWER COMPANY

No. 3
CUSIP NO.

The Unton Light, Heat and Power Company, a corporation duly organized and existing
under the laws of the Commonwealth of Kentucky (herein called the “Company”, which term
includes any successor Person under the Indenture hereinafter referred to), for value received,
hereby promises {0 pay to ....c.ccirrincceiieninnnnnaenens, OF 1egistered assigns, the principal sum of
cevrvmenersieiessecssrinemnensiecsees IJOHBIS OT i [if the Security is to bear
interest prior to Maturity, insert: , and to pay interest thereon from ............. or from the most recent
Interest Payment Date to which interest has been paid or duly provided for, ................... (37 T
and ... in each year, commencing ......... , at the rate of ....% per annum, until the principal
hereof is paid or made available for payment. The interest so payable, and punctually paid or duly
provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the
Person in whose name this Security (or one or more Predecessor Securities) is registered at the
close of business on the Regular Record Date for such interest, which shall be the ... or .......
(whether or not a Business Day), as the case may be, next preceding such Interest Payment Date.
Any such interest not so punctually paid or duly provided for will forthwith cease to be payable to
the Holder on such Regular Record Date and may eitheér be paid to the Person in whose name this
Security {or one or more Predecessor Securities) is registered at the close of business on a Special
Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof
shall be given to Holders of Securities of this series not less than 10 days prior to such Special
Record Date, or be paid at any time in any other lawful manner not inconsistent with the
requirements of any securities exchange on which the Securities of this series may be listed, and
upon such notice as may be required by such exchange, all as more fully provided in said
Indenture].

[If the Security is not to bear interest prior to Maturity, insert: The principal of this Security
shall not bear interest except in the case of a default in payment of principal upon acceleration,
upon redemption or at Stated Maturity and in such case the overdue principal and any overdue
premium shall bear interest at the rate of ....% per annum (to the extent that the payment of such
interest shall be legally enforceable), from the dates such amounts are due until they are paid or
made available for payment. Interest on any overdue principal or premium shall be payable on
demand. Any such interest on overdue principal or premium which is not paid on demand shall bear
interest at the rate of .....% per annum (1o the extent that the payment of such interest on interest
shall be legally enforceable), from the date of such dernand until the amount so demanded is paid or
made available for payment. Interest on any overdue inferest shall be payable on demand ]

Payment of the principal of (and premium, if any) and [if applicable, insert: any such]
interest on this Security will be made at the office or agency of the Company mainfained for that
PUIPOSE 1N o.ooeeeeens , in such coin or currency of the United States of America as at the time of
payment is legal tender for payment of public and private debts {if applicable, insert: ;provided,

-14-



however, that at the option of the Company payment of iaterest may be made by check mailed to
the address of the Person entitled thereto as such address shall appear in the Security Register].

Any payment on this Security due on any day which 1s not a Business Day in the City of
New York need not be made on such day, but may be made on the next succeeding Business Day
with the same force and effect as tf made on the due date and no interest shall accrue for the period
from and after such date.

Reference is hereby made to the further provisions of this Security set forth on the reverse
hereof, {if subordinated, insert: including, without limitation, provisions subordinafing the payment
of the principal hereof and any premium and interest hereon to the payment in full of all Senior
Debt as defined in the Indenture} which such further provisions shall for all purposes have the same
effect as if set forth at this place.

Unless the certificate of authentication hereon has been executed by the Trustee referred to
on the reverse hereof by manual signature, this Security shall not be entitied to any benefit under the
Indenture or be valid or obligatory for any purpose.

In Witness Whereof, the Company has caused this instrument to be duly executed.

THE UNION LIGHT, HEAT AND POWER
COMPANY

By

Section 203. Form of Reverse of Security.

This Security is one of a duly authorized issue of securities of the Company (herein called

the "Securities"), issued and {o be issued in one or more series under an Indenture, dated as of
, 2004 (herein called the "Indenture”, which term shall have the meaning assigned to it in such
instrument), between the Company and Deutsche Bank Trust Company Americas, as Trustee
(herein called the "Trustee®, which temmn includes any successor tiustee under the Indenture), and
reference is hereby made to the Indenture for a statement of the respective rights, limitations of
rights, duties and immunities thereunder of the Company, the Trustec and the Holders of the
Securities and of the terms upon which the Securities are, and are to be, authenticated and
delivered. This Security is one of the series designated on the face hereof {if applicable, insert:

timited in aggregate principal amountto $.......... 1.

{If applicable, insert: The Securities of this series are subject to redemption upon not less
than 30 days' notice by mail, {if applicable, insert: (1} on ........... in any year commencing with the
year ... and ending with the year ...... through operation of the sinking fund for this series at a
Redemption Price equal to 100% of the principal amount, and (2)} at any time [if applicable, insert:

on or after ......... .- -}, as a whole or in pad, at the election of the Company, at the following
Redemption Prices (expressed as percentages of the principal amount): If redeemed [if applicable,
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insert:  on or before ... , %, and if redeemed} during the 12-month period beginning
............. of the years indicated,

Redemption ' Redemption
Year Price Year Price

and thereafter at a Redemption Price equal to _....% of the principal amount, together in the case of
any such redemption [if applicable, insert: (whether through operation of the sinking fund or
otherwise)] with accrued interest to the Redemption Date, but interest instalbments whose Stated
Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities,
or one or more Predecessor Securities, of record at the close of business on the relevant Record
Dates referred to on the face hereof, all as provided in the Indenture. }

[If applicable, insert: The Securities of this series are subject to redemption upon not less
than 30 days' notice by mail, (1) on ............ in any year commencing with the year .... and ending
with the year .... through operation of the sinking fund for this series at the Redemption Prices for
redemption through operation of the sinking fund (expressed as percentages of the principal
amount) set forth in the table below, and (2) at any time [if applicable, insert: on or after ........... R
as a whole or in patt, at the election of the Company, at the Redemption Prices for redernption
otherwise than through operation of the sinking fund {expressed as percentages of the principal
amount) set forth in the tabie below: If redeemed during the 12-month period beginning ............ of
the years indicated,

Redemption Price For
Redemption Price For Redemption Redemption Otherwise Than
Through Operation of the Sinking ~ Through Operation of the
Year Fund Sinking Fund

and thereafier at a Redemption Price equal to .....% of the principal arnount, together in the case of
any such redemption (whether through operation of the sinking fund or otherwise) with accrued
interest to the Redemption Date, but interest installrments whose Stated Maturity is on or prior to
such Redemption Date will be payable to the Holders of such Securities, or one or more
Predecessor Securities, of record at the close of business on the relevant Record Dates referred to
on the face hereof, all as provided in the Indenture.}

[If applicable, insert:  Notwithstanding the foregoing, the Company may not, pror to
............. , redeem any Securities of this series as contemplated by {if applicable, insert: Clause (2)
of] the preceding paragraph as a part of, or in anticipation of, any refunding operation by the
application, directly or indirectly, of moneys borrowed having an inferest cost to the: Company
(calculated in accordance with generally accepted financial practice) of less than .....% per annum.]
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{If applicable, insert: The sinking fund for this series provides for the redemption on
............ iti ‘cach year beginning with the year ....... and ending with the year ...... of [if applicable,
insert: not less than $......... (“mandatory sinking fund") and not more than] $......... aggregate
principal amount of Securities of this series. Securities of this series acquired or redeemed by the
Company otherwise than through [if applicable, insert: mandatory] sinking fund payments may be
credited against subsequent [if applicable, insert:  mandatory] sinking fund payments otherwise
required to be made [if applicable, tnsert: , in the inverse order in which they become due].}

{If the Sccurity is subject to redemption of any kind, insert: In the event of redemption of
this Securify in part only, a new Secunty or Secunties of this series and of like tenor for the
unredeemed portion hereof will be issued in the name of the Holder hereof upon the cancellation
hereof ]

(If subordinated, inseri: The indebtedness evidenced by the Securities of this series is, to the
extent and in the manner provided in the Indenture, expressly subordinate and subject in right of
payment to the prior payment in full of all Senior Debt of the Company (as defined in the Indenture)
whether outstanding at the date of the Indenture or thereafter incuired, and this Security is issued
subject to the provisions of the Indenture with respect to such subordination. Each holder and
owner of this Security, by accepting the same, agrees to and shall be bound by such provisions and
authorizes the Trustee in his or her behalf fo take such action as may be necessary or appropriate to
effectuate the subordination so provided and appoints the Trustee his or her attorney-in-fact for
such purpose. ]

{If applicable, insert: The Indenture contains provisions for defeasance at any time of [the
entire indebtedness of this Security] {or] [certain restactive covenants and Events of Default with
respect to this Security] [, in each case} upon compliance with certain conditions set forth in the
Indenture.}

{If the Security is not an Original {ssue Discount Security, insert: If an Event of Default
with respect to Securties of this series shall occur and be continuing, the principal of the Securities
of this series may be declared due and payable in the maoner and with the effect provided in the
Indenture.}

{If the Security is an Original Issue Discount Security, insert: If an Event of Default with
respect to Securities of this series shall occur and be continuing, an amount of principal of the
Securities of this series may be declared due and payable in the manner and with the effect provided
in the Indenture. Such amount shall be equal to insert: formula for determining the amount. Upon
payment (i) of the amount of principal so declared due and payable and (i1) of interest on any
overdue principal, premium and interest (in each case to the extent that the payment of such interest
shall be legally enforceable), all of the Company's obligations in respect of the payment of the
principal of and premium and interest, if any, on the Securities of this series shall terminate. ]

The Indenture permits, with certain exceptions as therein provided, the amendment thereof
and the modification of the rights and obligations of the Company and the rights of the Holders of
the Securities of each series to be affected under the Indenture at any time by the Company and the
Trustee with the consent of the Holders of a majority in principal amount of the Securities at the
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time Quitstanding of each series to be affected. The Indenture also contains provisions permitting
the Holders of a majonty in principal amount of the Securities of each series at the time
Qutstanding, on behalf of the Holders of all Securities of such series, to waive compliance by the
Company with certain provisions of the Indenture and certain past defaults under the Indenture and
their consequences. Any such consent or waiver by the Holder of this Security shall be conclusive
and binding upon such Holder and upon all future Holders of this Security and of any Security
issued upon the registration of transfer hereof or in exchange herefor or in lieu hereof whether or
not notation of such consent or waiver is made upon this Security.

As provided in and subject to the provisions of the Indenture, the Holder of this Security
shall not have the right to iastitute any proceeding with respect to the Indenture or for the
appointment of a receiver or trustee or for any other remedy thereunder, unless such Holder shall
have previously given the Trustee written notice of a continuing Event of Default with respect to
the Securities of this series, the Holders of not less than 35% in principal amount of the Securities
of this series at the time Qutstanding shall have made written request to the Trustee to institufe
proceedings in respect of such Event of Default as Trustee and offered the Trustee inderanity
reasonably satisfactory to the Trustee, and the Trustee shall not have received from the Holders of a
majority in principal amount of Securities of this seres at the time Outstanding a direction
inconsistent with such request, and shall have failed to institute any such proceeding, for 60 days
after receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any suit
instituted by the Holder of this Security for the enforcement of any payment of principal hereof or
any premium ot interest hereon on or after the respective due dates expressed herein.

No reference herein to the Indenture and no provision of this Security or of the Indenture
shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principat of and any premium and interest on this Security at the times, place and rate, and in the
coin or curency, herein prescribed. '

As provided in the Indenture and subject to certain limitations therein set forth, the transfer
of this Security is registrable in the Security Register, upon swrender of this Secunty for
registration of transfer at the office or agency of the Company in any place where the principal of
and any premium and interest on this Security are payable, duly ehdorsed by, or accompanied by a
written instrument of transfer in form satisfactory to the Company and the Security Registrar duly
executed by, the Holder hereof ot his or her attorney duly authorized in writing, and therenpon one
or more new Securities of this series and of like tenor, of authorized denominations and for the
same aggregate principal amount, will be issued to the designated transferee or transferees.

The Securities of this series are issuable only in registered form without coupons in
denominations of $....... and any integral muftiple thereof. As provided in the Indenture and subject
to certain limitations therein set forth, Securities of this series are exchangeable for a like aggregate
principal amount of Securities of this series and of like tenor of a different authorized
denomination, as requested by the Holder surrenderning the same.

No service charge shall be made for any such registration of transfer or exchange, but the

Company may require payment of a sum sufficient to cover any fax or other governmental charge
payable in connection therewith.
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Prior to due presentment of this Security for registration of transfer, the Company, the
Trustee dnd any agent of the Company or the Trustee may treat the Person in whose name this
Security is registered as the owner hereof for all purposes, whether or not thus Security be overdue,
and neither the Company, the Trustee nor any such agent shall be affected by notice to the coutrary.

All terms used in this Secudily which are defined in the Indenture shall have the meanings
assigned to them in the Indenture.

Section 204. Form of Legend for Global Securities.

Unless otherwise specified as contemplated by Section 301 for the Securities evidenced
thereby, every Global Security authenticated and delivered hereunder shall bear a legend in
substantially the following form (or such other form as a securities exchange or Depositary may
request or require):

This Security is a Global Secunty within the meaning of the Indenture hereinafter referred
to and is registered in the name of 2 Depositary or a nominee thereof. This Security may not be
exchanged in whole or in part for a Security registered, and no transfer of this Security in whole or
in part may be registered, in the name of any Person other than such Depositary or a nominee
thereof, except in the limited circunstances described in the Indenture.

Section 205. Form of Trustee's Certificate of Authentication.

The Trustee's certificates of authentication shall be in substantially the following form:

This is one of the Securities of the series designated therein referred to in the
within-mentioned ldenture,

DEUTSCHE BANK TRUST COMPANY
AMERICAS,
As Trustee

By
Authorized Signatory
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ARTICLE THREE

The Securities

Section 301. Amount Unlimited; Issuable in Series.

The aggregate principal amount of Securities which may be authenticated and delivered
under this Indenture is unlimited.

The Securities may be issued in one or more series. There shall be established in or pursuant
to a Board Resolution and, subject to Section 303, set forth, or determined in the manner provided,
in an Officers’ Certificate, or established in one or more indentuces supplemental hereto, prior to the
issuance of Securities of any series:

(1) the title of the Securities of the series (which shall distinguish the Securities of the
series from Securities of any other series); '

(2) any limit upon the aggregate principal amount of the Securities of the series which
may be authenticated and delivered under this Indenture (except for Secunities authenticated
and delivered upon registration of transfer of, or in exchange for, or in lieu of, other
Securities of the series pursuant to Section 304, 305, 306, 906 or 1107 and except for any
Securities which, pursuant to Section 303, are~deemed never to have been authenticated
and delivered hereunder);

(3} the Person to whom any interest on a Security of the series shall be payable, if other
than the Person in whose name that Security (or one or more Predecessor Securities) is
registered at the close of business on the Regular Record Date for such interest;

(4) the date or dates on which the principal of any Securities of the series is payable;

(5) the rate or rates at which any Securities of the series shall bear interest, if any, the
date or dates from which any such interest shall accrue, the Interest Payment Dates on
which any such interest shall be payable, the manner of determination of such Interest
Payment Dates and the Regular Record Date for any such interest payable on any Interest
Payment Date;

(6) the right, if any, to extend the interest payment periods and the duration of such
extension;

(7) the place or places where the principal of and any premium and interest on any
Securities of the series shall be payable;

(8) the period or periods within which, the price or prices at which and the terms and
conditions upon which any Securities of the series may be redeemed, in whole or in part, at
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the option of the Company and, if other than by a Board Resolution, the manner in which
any election by. the Company to redeem the Securities shall be evidenced;

{9) the obligation, if any, of the Company to redeem or purchase any Securities of the
series pursuant to any sinking fund or analogous provisions or at the option of the Holder
thereof and the period or periods within which, the price or prices at which and the terms
and conditions upon which any Securities of the series shall be redeemed or purchased, in
whole or in part, pursuant to such obligation;

(10) the denominations in which any Securities of the series shall be issuable;

(1 1) if the amount of principal of or any premium or interest on any Securities of the
series may be determined with reference to an index or pursuant to a formula, the manner in
which such amounts shall be determined;

(12) if other than the curtency of the United States of America, the currency, currencies
or currency units in which the principal of or any premium or interest on any Securities of
the series shall be payable and the manner of determining the equivalent thereof in the
currency of the United States of America for any purpose, including for purposes’ of the
definition of "Cutstanding” in Section 101;

(13) if the principal of or any premium or interest on any Securities of the series is to be
payable, at the election of the Company or the Holder thercof, in one or more currencies or
currency units other than that or those in which such Securities are stated to be payable, the
currency, currencies or cuirency units in which the principal of or any premium or interest
on such Securities as to which such election is made shall be payable, the periods within
which and the terms and conditions upon which such election is to be made and the amount
so payable (or the manner in which such amount shall be determined);

(14) if other than the entire principal amount thereof, the portion of the principal amount
of any Securities of the series which shall be payable upon declaration of acceleration of the
Maturity thereof pursuant to Section 502;

(15) if the principal amount payable at the Stated Maturity of any Securities of the series
will not be determinable as of any one or more dates pror to the Stated Maturity, the
amount which shall be deemed to be the principal amount of such Securities as of any such
date for any purpose thereunder ot hereunder, including the principal amount thereof which
shall be due and payable upon any Maturity other than the Stated Maturity or which shall be
deemed to be Quistanding as of any date prior to the Stated Matunty (or, in any such case,
the manner in which such amount deemed to be the principal amount shall be determined),

(16) if applicable, that the Securities of the series, in whole or any specified part, shall be
defeasible pursuant to Section 1302 or Section 1303 or both such Sections;

(17) if applicable, that any Securities of the series shall be issuable in whole or i part in
the form of one or more Global Securities and, in such case, the respective Depositaries for



such Global Securities, the form of any legend or legends which shail be borme by any such
Global Security in addition to or in lieu of that set forth in Section 204 and any
circumstances in addition to or in lieu of those set forth in Clause (2) of the last paragraph
of Section 305 in which any such Global Security may be exchanged in whole or in part for
Securities registered, and any transfer of such Global Security in whole or in part may be
registered, in the name or names of Persons other than the Depositary for such Global
Security or a nominee thereof;

(18) any addition to or change in the Events of Default which applies to any Securities of
the series and any change in the right of the Trustee or the requisite Holders of such
Securities 1o declare the principal amount thereof due and payable pursuant to Section 502

(19) any addition to or change in the covenants set forth in Article Ten which applies to
Securities of the series;

{20) the applicability of, or any addition to or change in, Article Fourteen with respect to
the Securities of & series;

(21) any other terms of the series (which terms shall not be inconsistent with the
provisions of this Indenture.

All Securities of any one series shall be substantially identical except as to date and
principal amouant and except as may otherwise be provided in or pursuant to the Board Resolution
referred to above and (subject to Section 303) set forth, or determined in the manger provided, in
the Officers’ Certificate referred to above or in any such indenture supplemental hereto.

If any of the terms of the series are established by action faken pursuant to a Board
Resolution, a copy of an appropriate record of such action shall be certified by the Secretary or an
Assistant Secretary of the Company and delivered to the Trustee at or prior to the delivery of the
Officers' Certificate setting forth the {erms of the series,

‘Section 302. Denominations.

The Securities of each series shall be issuable only in registered form without coupons and
only in such denominations as shall be specified as contemplated by Section 301. In the absence of
any such specified denomination with respect to the Securities of any series, the Securities of such
series shall be issuable in denominations of $1,000 and any integral multiple thereof

Section 303. Execution, Authentication, Delivery and Dating.
The Securities shall be exécuted on behalf of the Company by its Chairman of the Board, its

Vice Chairman, its President, one of its Vice Presidents, or its Treasurer. The signature of any of
these officers on the Securities raay be manual or facsimile.
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Securities bearing the manual or facsimile signatures of individuals who were at any time
the propet officers of the Company shall bind the Company, notwithstanding that such individuals
or any of them have ceased to hold such offices prior to the authentication and delivery of such
Securities or did not hold such offices at the date of such Securities.

At any time and from time to time afier the execution and delivery of this Indenture, the
Company may deliver Securities of any series executed by the Company to the Trustee for
authentication, together with a Company Order for the authentication and delivery of such
Securities, and the Trustee in accordance with the Company Order shall authenticate and defiver
such Securities. If the form or terms of the Securifies of the seres have been established by or
pursuant to a Board Resolufion as permitted by Sections 201 and 301, in authenticating such
Securities, and accepting the additional responsibilities under this Indenture in relation to such
Securities, the Trustee shall be entitled to receive, and (subject to Section 601) shall be fully
protected in relying upon, an Opinion of Counsel stating,

(1} if the form of such Securities has been established by or pursuant to Board
Resolution as permitted by Section 201, that such form has been established in conformity
with the provisions of this Indenture;

(2) if the terms of such Securities have been established by or pursuant to Board
Resolution as permitied by Section 301, that such terms have been established in conformity
with the provisions of this Indenture; and

(3) that such Securities, when authenticated and delivered by the Trustee and issued by
the Company in the manner and subject to any conditions specified in such Opinion of
Counsel, will constitute valid and legally binding obligations of the Company enforceable in
accordance with their terms, subject to bankruptcy, insolvency, fraudulent transfer,
reorganization, moratorium and similar {aws of general applicability relating to or affecting
creditors' rights to general equity principles and to such other matters as such counsel shall
set forth therein.

If such form or terms have been so established, the Trustee shall not be required to authenticate
such Securities if the issue of such Securities pursuant to this Indenture will affect the Trustee's own
rights, duties or immunities under the Securities and this Indenture or otherwise in a manner which
is not reasonably acceptable to the Trustee. '

Notwithstanding the provisions of Section 301 and of the preceding paragraph, if all
Securities of a series are not to be originally issued at one time, it shall not be necessary to deliver
the Officers’ Certificate otherwise required pursuant to Section 301 or the Company Order and
Opinion of Counsel otherwise required pursuant to such preceding paragraph at or prior to the
authentication of each Security of such series if such documents (with approprate variations {o
reflect such future issuance) are delivered at or prior to the authentication upon original issuance of
the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.
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No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for
any purpose unless there appears on such Security a certificate of authentication substantially in the
form provided for herein executed by the Trustee by manual signature, and such certificate upon
any Security shall be conclusive evidence, and the only evidence, that such Security has been duly
authenticated and delivered hereunder. Notwithstanding the foregoing, if any Security shall have
been authenticated and delivered hereunder but never issued and sold by the Company, and the
Company shall deliver such Security to the Trustee for cancellation as provided in Section 309, for
all purposes of this Indenture such Security shall be deemed never to have been authenticated and
delivered hereunder and shall never be entitled to the benefits of this Indenture,

Section 304. Temporary Securities.

Pending the preparation of definitive Securities of any series, the Company may execute,
and upon Company Order the Trustee shalt authenticate and deliver, temporary Securities which are
printed, lithographed, typewritten, mimeographed or otherwise produced, in any authorized
denomination, substantially of the tenor of the definitive Securities in lieu of which they are issued
and with such appropriate insestions, omissions, substitutions and other variations as the officers
executing such Securities may determine, as evidenced by their execution of such Securities.

If temporary Securities of any series are issued, the Company will cause definitive
Securities of that series to be prepared without unreasonable delay. After the preparation of
definitive Securities of such series, the temporary Secuiities of such series shall be exchangeable for
definitive Securities of such series upon surrender of the temporary Securities of such series at the
office or agency of the Company in a Place of Payment for that series, without charge to the Holder.
Upon swrender for canceliation of any one or more temporary Securities of any series, the
Company shall execute and the Trustee shall authenticate and deliver in exchange therefor one or
more definitive Securitics of the same series, of any authorized denominations and of like tenor and
aggregate principal amount. Until so exchanged, the temporary Securities of any series shall in all
respects be entitled to the same benefits under this Indenture as definitive Securities of such seres
and tenor.

Section 305. Registration, Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust Office of the Trustee a register
{the register maintained in such office and in any other office or agency of the Company in a Place
of Payment being herein sometimes collectively referred to as the "Security Register™) in which,
" subject to such reasonable regulations as it may prescribe, the Company shall provide for the
registration of Securities and of transfers of Securities. The Trustee is hereby appointed “Security
Registrat” for the purpose of registering Securities and transfers of Securities as herein provided.

Upon swrender for registration of transfer of any Security of a series at the office or agency

of the Company in a Place of Payment for that scries, the Company shall execute, and the Trustee
shall authenticate and deliver, in the name of the designated transferee or transferees, one or more
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new Secuxities of the same series, of any authorized denominations and of like tenor and aggregate
principal amount.

At the option of the Holder, Securities of any series may be exchanged for other Securities
of the same series, of any authonized denominations and of like tenor and aggregate principal
amnount, upon surrender of the Securities to be exchanged af such office or agency. Whenever any
Securities are se surrendered for exchange, the Company shall execute, and the Trustee shall
authenticate and deliver, the Securities which the Holder making the exchange is entitled to receive.

All Securities issued upon any registration of transfer or exchange of Securities shall be the
valid obligations of the Company, evidencing the same debt, and entitled to the same benefits under
this indenture, as the Secunities sucrendered upon such registration of transfer or exchange.

Every Security presented or surrendered for registration of transfer or for exchaoge shall (if
so required by the Company or the Trustee) be duly endorsed, or be accompanied by a written
instrument of transfer in form satisfactory to the Company and the Security Registrar duly executed,
by the Holder thereof or his or her attorney duly authorized in writing,

No service charge shall be made for any registration of transfer or exchange of Securities,
but the Company may require payment of a sum sufficient to cover any tax or other governmental
charge that may be imposed in connection with any registration of transfer or exchange of
Securities, other than exchanges pursuant to Section 304, 906 or 1107 not involving any transfer.

If the Securities of any series (or of any series and specified tenor) are to be redeemed in
part, the Company shall not be required (A) to issue, register the transfer of or exchange any
Securities of that series (or of that series and specified tenor, as the case may be) during a period
beginning at the opening of business 15 days before the day of the mailing of a notice of
redemption of any such Securities selected for redemption under Section 1103 and ending at the
close of business on the day of such mailing, or (B} to register the transfer of or exchange any
Security so selected for redemption in whole or in part, except the unredeemed portion of any
Security being redeemed in part.

The provisions of Clauses (1), (2), (3) and (4) below shall apply only to Global Securities:

(1) Each Global Security authenticated under this Indenture shall be registered in the
name of the Depositary designated for such Global Security or a nominee thereof and
delivered to such Depositary or nominee thereof or custodian therefor, and each such Global
Security shall constitute a single Security for all purposes of this Indenture.

(2) Notwithstanding any other provision in this Indenture, no Global Security may be
exchanged in whole or in part for Securities registered, and no transfer of a Global Security
in whole or in part may be registered, in the name of any Person other than the Depositary
for such Global Security or a nominee thereof unless (A) such Depositary (i) has notified
the Company that it is unwilling or unable to continue as Depositary for such Global
Security or (ii} has ceased to be a clearing agency registered under the Exchange Act, (B)
there shall have occurred and be continuing an Event of Default with respect to such Global
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Security or (C) there shatl exist such circumstances, if any, in addition to or in lieu of the
foregoing as have been specified for this purpose as contemplated by Section 301.

(3) Subject to Clause (2) above, any exchange of a Global Security for other Securities
may be made in whole or in part, and all Securities issued in exchange for a Global Security
or any portion thereof shall be registered in such names as the Depositary for such Global
Security shall direct. '

(4) Every Security authenticated and delivered upon registration of transfer of, or in
exchange for or in lieu of, a Global Security or any portion thereof, whether pursuant to this
Section, Section 304, 306, 906 or 1107 or otherwise, shall be authenticated and delivered in
the form of, and shall be, a Global Security, unless such Security is registered in the name of
a Person other than the Depositary for such Global Secunty or a nominee thereof.

Section 306. Mutilated, Destroyed, Lost and Stolen Securities.

If any mutilated Security is surrendered to the Trustee, the Company shall execute and the
Trustee shall authenticate and deliver in exchange therefor a new Security of the same series and of
like tenor and principal amount and bearing a number not contemporanecusly outstanding.

If there shall be delivered to the Company and the Trustee (i) evidence to their satisfaction
of the destruction, loss or theft of any Security and-(if) such security or indemnity as may be
required by them to save each of them and any agent of either of them harmless, then, in the
absence of notice to the Company or the Trustee that such Security has been acquired by a bona fide
purchaser, the Company shali execute and the Trustee shall authenticate and deliver, in lieu of any
such destroyed, lost or stolen Security, a2 new Security of the same series and of like tenor and
principal amount and bearing a number not contemporaneously outstanding.

In case any such mutilated, destroyed, lost or stolen Secﬁdty has become or is about to
become due and payable, the Company in its discretion may, instead of issuing a new Sccurity, pay
such Security.

Upon the issuance of any new Security under this Section, the Company may require the
payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
relation thereto and any other expenses (including the fees and expenses of the Trustee) connected
therewith.

Every new Security of any series issued pursuant to this Section in lieu of any destroyed,
lost or stolen Security shall constitute an original additional contractual obligation of the Company,
whether or not the destroyed, lost or stolen Security shall be at any time enforceable by anyone, and
shall be entitied to alt the benefits of this Indenture equaily and proportionately with any and all
other Securities of that series duly issued hereunder.

26-



The provisions of this Section are exclusive and shall preclude (to the extent lawful) all
other rights and remedies with respect (o the replacement or payment of mutilated, destroyed, lost
or stolen Secunities.

Section 307. Payment of Interest; Interest Rights Preserved.

Except as otherwise provided as contemplated by Section 301 with respect to any series of
Securities, interest on any Security which is payable, and is punctually paid or duly provided for, on
any Interest Payment Date shall be paid to the Person in whose name that Security (or one or more
Predecessor Securities) is registered at the close of business on the Regular Record Date for such
interest.

Any interest on any Security of any series which is payable, but is not punctually paid or
duly provided for, on any Interest Payment Date (herein called “Defaulted Interest) shall forthwith
cease to be payable to the Holder on the relevant Regular Record Date by virtue of having been
such Holder, and such Defaulted Interest may be paid by the Company, at its election in each case,
as provided in Clause (1) or (2) below:

(1) The Company may elect to make payment of any Defaulted Interest to the Persons
in whose names the Securities of such series {or their respective Predecessor Securities) are
registered at the close of business on a Special Record Date for the payment of such
Defaulted Interest, which shall be fixed in the following manner. The Company shall notify
the Trustee in writing of the amount of Defaulted Interest proposed to be paid on each
Security of such series and the date of the proposed payment, and at the same time the
Company shall deposit with the Trustee an amount of money equal to the aggregate amount
proposed to be paid in respect of such Defaulted Interest or shall make arrangements
satisfactory to the Trustee for such deposit prior to the date of the proposed payment, such
money when deposited to be held in trust for the benefit of the Persons entitled fo such
Defaulted Interest as in this Clause provided. Thereupon the Trustee shall fix a Special
Record Date for the payment of such Defaulted Interest which shall be not more than 15
days and not less than 10 days prior to the date of the proposed payment and not less than
L0 days after the receipt by the Trustee of the notice of the proposed payment. The Trustee
shall promptly notify the Company of such Special Record Date and, in the name and at the
expense of the Company, shall cause notice of the proposed payment of such Defaulted
Interest and the Special Record Date therefor to be given to each Holder of Securities of
such series in the manner set forth in Section 106, not less than 10 days prior to such
Special Record Date. Notice of the proposed payment of such Defaulted Interest and the
Special Record Date therefor having been so mailed, such Defaulted Interest shall be paid to
the Persons in whose names the Securjties of such seties (or their respective Predecessor
Securities) are registered at the close of business on such Special Record Date and shall no
longer be payable pursuant to the following Clause (2}.

(2) The Company may make payment of any Defaulted Interest on the Securities of any

series in any other lawful manner not inconsistent with the requirements of any securities
exchange on which such Securities may be listed, and upon such netice as may be required
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by such exchange, if, after notice given by the Company to the Trustee of the proposed
payment pursuant to this Clause, such manner of payment shall be deemed practicable by
the Trustee.

Subject to the foregoing provisions of this Section, each Secunity delivered under this
Indenture upon registration of transfer of or in exchange for or in lieu of any other Security shall
carry the rghts to interest accrued and unpaid, and to accrue, which were carried by such other
Security.

Section 308. Persons Deemed Owners.

Prior to due presentment of a Security for registration of transfer, the Company, the Trustee
and any agent of the Company or the Trustee may treat the Person in whose name such Security is
registered as the owner of such Security for the purpose of receiving payment of principal of and
any premium and {subject to Section 307} any interest on such Security and for all other purposes
whatsoever, whether or not such Security be overdue, and neither the Company, the Trustee nor any
agent of the Company or the Trustee shall be affected by notice to the contrary.

None of the Company, the Trustee, any Paying Agent (if not the Company)} or the Security
Registrar shalt have any responsibility or liability for any aspect of the records relating to or
payments made on account of beneficial ownership inferests of a Global Security or for
maintaining, supervising or reviewing any records relativig to such beneficial ownership interests.

Section 309. Cancellation.

All Securities surrendered for payment, redemption, registration of transfer or exchange or
for credit against any sinking fund payment shall, if surrendered to any Person other than the
Trustee, be delivered to the Trustee and shall be promptly cancelled by it. The Company may at any
time deliver to the Trustee for cancellation any Securities previously authenticated and delivered
hereunder which the Company may have acquired in any manner whatsoever, and may deliver to
the Trustee (or to any other Person for delivery to the Trustee) for cancellation any Securities
previously authenticated hereunder which the Company has not issued and sold, and afl Securities
so delivered shali be promptly cancelled by the Trustee. No Secutities shall be authenticated in lieun
of or in exchange for any Securities cancelled as provided in this Section, except as expressly
permitted by this Indenture. All cancelled Securities held by the Trustee shall be disposed of as
directed by a Company Order; provided, however, that the Trustee shall not be required to destroy
such cancelied Securities.

Section 310. Computétion of Interest.

Except as otherwise specified as contemplated by Section 301 for Securities of any series,
interest on the Securities of each series shall be computed on the basis of a 360-day year of twelve
30-day months.

-28-



Section 311. CUSIP Numbers.

The Company in issuing the Securities may use "CUSIP" numbers (if then generally in use),
and, if so, the Trustee may use “"CUSIP" numbers in notices of redemption as a convenience to
Holders; provided that any such notice may state that no representation is made as to the correctness
of such numbers either as paated on the Securities or as contained in any notice of a redemption
and that reliance may be placed only on the other identification numbers printed on the Securities,
and any such redemption shall not be affected by any defect in or omission of such numbers.

ARTICLE FOUR

Safisfaction and Discharge

Section 401. Satisfaction and Discharge of Indenture.

This Indenture shall upon Company Request cease to be of further effect (except as to any
surviving rights of registration of transfer or exchange of Sccunties herein expressly provided for),
and the Trustee, at the expense of the Company, shall execute proper instruments acknowledging
satisfaction and discharge of this Indenture, when

(1) either

A) all Secunties theretofore authenticated and delivered (other than (i) Securities
which have been destroyed, lost or stolen and which have been replaced or paid as
provided in Section 306 and (i) Securities for whose payment money has theretofore
been deposited in trust or segregated and held in trust by the Company and thereafter
repaid to the Company or discharged from such trust, as provided in Section 1003}
have been delivered to the Trustee for cancellation; or

{B) all such Securities not theretofore delivered to the Trustee for cmcel!aﬁon
(i)  have become due and payable, or

(i) will become due and payable at their Stated Maturity within one year,
or

(i) are to be called for redemption within one year under arrangements
satisfactory to the Trustee for the giving of notice of redemption by the Trustee in
the name, and at the expense, of the Company,

and the Company, in the case of (i), (ii) or (ili) above, has deposited or caused to be
deposited with the Trustee as trust funds in trust for the purpose, money in an amount
sufficient to pay and discharge the entire indebtedness on such Securities not theretofore
delivered to the Trustee for cancellation, for principal and any premiwm and interest to the
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date of such deposit (in the case of Securities which have become due and payable) or to the
Stated Maturity or Redemption Date, as the case may be;

(2) the Company has paid or caused to be paid all other sums payable hereunder by the
Company; and

(3} the Company has delivered to the Trustee an Officers' Certificate and an Opiaion of
Counsel, each stating that all conditions precedent herein provided for relating to the
satisfaction and discharge of this Indenture have been complied with.

Notwithstanding the satisfaction and discharge of this Indenture, the obligations of the
Company to the Trustes under Section 607, the obligations of the Company to any Authenticating
Agent under Section 614 and, if money shall have been deposited with the Trustee pursuant to
subclause (B} of Clause (1) of this Section, the obligations of the Trustce under Section 402 and the
last paragraph of Section 1003 shall survive.

Section 402. Application of Trust Money.

Subject to the provisions of the last paragraph of Section 1003 and to Article Fourteen, if
applicable, all money deposited with the Trustee pursuant to Section 401 shall be held in trust and
applied by it, in accordance with the provisions of the Securities and this Indenture, to the payment,
either directly or through any Paying Agent (including the Company acting as its own Paying
Agent) as the Trustee may determine, to the Persons entitled thereto, of the principal and any
premium and interest for whose payment such money has been deposited with the Trustee.

ARTICLE FIVE

Remedies

Section 501. Events of Default.

"Event of Default”, wherever used herein with respect to Securities of any series, means any
one of the following events {whatever the reason for such Event of Default and whether it shall be
voluntary or involuntary or be effected by operation of law or pursuant to any judgment, decree or
order of any court or any order, rule or regulation of any administrative or governmental body):

(1) default in the payment of any interest upon any Security of that series when it
becomes due and payable, and continuance of such default for a period of 30 days; or

(2} default in the payment of the principal of or any premium on any Security of that
series at its Maturity; or

(3) default in the deposit of any sinking fund payment, when and as due by the terms of
a Security of that series; or '
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-(4) default in the performance, or breach, of any covenant or watranty of the Company
in this Indenture {other than a covenant or warranty a default in whose performance or
whose breach is elsewhere in this Section specifically dealt with or which has expressly
been included in this Indenture solely for the benefit of a series of Securities other than that
series), and continuance of such default or breach for a period of 90 days after there has
been given, by registered or certified mail, to the Company by the Trustee or to the
Company and the Trustee by the Holders of at least 35% in principal amount of the
Qutstanding Securities of that series a written notice specifying such default or breach and
requiring it to be remedied and stating that such notice is a "Notice of Default" hereunder;
or

(5) the entry by a court having jurisdiction in the premises of {A) a decree or order for
relief in respect of the Company in an involuntary case or proceeding under any applicable
Federal or state bankruptcy, insolvency, reorganization or other similar law or (B) a decree
or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a
petition seeking reorganization, arrangement, adjustment or composition of or in respect of
the Company under any applicable Federal or state law, or appointing a custodian, receiver,
liquidator, assignee, trustee, sequestrator or other similar official of the Company or of any
substantial part of its property, or ordering the winding up or liquidation of its affairs, and
the continuance of any such decree or order for relief or any such other decree or order
unstayed and in effect for a period of 90 consecutive days; or

(6) the commencement by the Company of a voluntary case or proceeding under any
applicable Federal or state bankruptcy, insolvency, reorganization or other similar law or of
any other case or proceeding to be adjudicated a bankrupt or insolvent, or the consent by it
to the entry of a decree or order for relief in respect of the Company in an involuntary case
or proceeding under any applicable Federal or state bankruptey, insolvency, reorganization
or other similar law or to the commencement of any bankruptcy or insolvency case or
proceeding against it, or the filing by it of a pefition or answer or consent seeking
reorganization or relief under any applicable Federal or state law, or the consent by it to the
filing of such petition or to the appointment of, or taking possession of the Company or of
any substantial part of its property by, a custodian, receiver, liquidator, assignee, trustee,
sequestrator or other similar official or the making by the Company of an assignment for
the benefit of creditors, or the admission by it in writing of its inability to pay its debts
generally as they become due, or the taking of corporate action by the Cotnpany in
furtherance of any such action; or

(7) any other Event of Default established pursuant to Section 301 with respect to
Secunties of that series. :
Section 502. Acceleration of Maturity; Rescission and Annulment.

If an Event of Default (other than an Event of Default specified in Section 501(5) or 501(6))
with respect to Securities of any series at the time Outstanding occurs and is continuing, then in

31-



every such case the Trustee or the Holders of not less than 35% in principal amount of the
Qutstanding Securities of that series may declare the principal amount of all the Securities of that
series (or, if any Securities of that series are Original Issue Discount Securities, such portion of the
principal amount of such Securities as may be specified by the terms thereof) to be due and payable
imunediately, by a notice in writing to the Company (and to the Trustee if given by Holders), and
upon any such declaration such principal amouant (or specified amount) shall become immediately
due and payable. If an Event of Default specified in Section 501(5) or 501{(6) with respect to
Securities of any series at the time Qutstanding occurs, the principal amount of all the Securities of
that series (or, if any Securities of that series are Original Issue Discount Securities, such portion of
the principal amount of such Securities as may be specified by the terms thereof) shall
automatically, and without any declaration or other action on the part of the Trustee or any Holder,
become immediately due and payable.

At any time afler such a declaration of acceleration with respect to Securities of any series
has been made and before a judgment or decree for payment of the money due has been obtained by
the Trustee as hereinafter in this Article provided, the Holders of a majority in principal amount of
the Qutstanding Securities of that series, by written notice to the Company and the Trustee, may
rescind and annut such declaration and its consequences if]

(1)  the Company has paid or deposited with the Trustee a sum sufficient to pay (A) all
overdue interest on all Securities of that senes, (B) the principal of (and premium, if any,
on) any Securities of that series which have become due otherwise than by such declaration
of acceleration and any interest thereon at the rate or rates prescribed therefor in such
Securities, (C) all sums paid or advanced by the Trustee hereunder and the reasonable
compensation, expenses, disbursements and advances of the Trustee, its agents and counsel;
and

(2) all Events of Default with respect to Securities of that series, other than the
non-payment of the principal of Securities of that series which have become due solely by
such declaration of acceleration, have been cured or waived as provided in Section 513.
No such rescission shall affect any subsequent default or impair any right consequent
thereon.
Section 503. Collection of Indebtedness and Suits for Enforcement by Trustee.

The Company covenants that if

{1} defanlt is made in the payment of any interest on any Security when such interest
becomes due and payable and such default continues for a period of 30 days, or

(2) default is made in the payment of the principal of {or premium, if any, on) any
Security at the Maturity thereof,
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the Company will, upon demand of the Trustee, pay to i, for the benefit of the Holders of such
Securities, the whole amount then due and payable on such Securties for principal and any
premium and interest and such further amount as shall be sufficient to cover the costs and expenses
of collection, including the reasonable compensation, expenses, disbursements and advances of the
Trustee, its agents and counsel.

[f an Event of Default with respect to Securities of any series ocours and is continuing, the
Trustee may in its discretion proceed to protect and enforee its rights and the rights of the Holders
of Securities of such series by such appropriate judicial proceedings as the Trustee shall deem most
effectual to protect and enforce any such nghts, whether for the specific enforcement of any
covenant or agreement in this Indenture or in aid of the exercise of any power granted herein, or to
enforce any other proper remedy.

Section 504. Trustee May File Proofs of Claim.

In case of any judicial proceeding relative to the Company (or any other obligor upon the
Securities), its property or its creditors, the Trustee shall be entitied and empowered, by intervention
in such proceeding or otherwise, to take any and all actions authorized under the Trust Indenture
Act in order to have claims of the Holders and the Trustee allowed in any such proceeding. In
parcticular, the Trustee shall be authorized to collect and receive any moneys or other property
payable or deliverable on any such claims and to distribute the same; and any custodian, receiver,
assignee, trustee, liquidator, sequestrator or other simildr official in any such judicial proceeding is
hereby authorized by each Holder to make such payments to the Trustee and, in the event that the
Trustee shall consent {o the making of such payments directly to the Holders, to pay to the Trustee
any amount due it for the reasonable compensation, expenses, disbursements and advances of the
Trustee, its agents and counsel, and any other amounts due the Trustee under Section 607.

No provision of this Indenture shall be deemed to authorize the Trustee to authorze or
consent to or accept or adopt on behalf of any Holder any plan of reorganization, arrangement,
adjustment or composition affecting the Securities or the rights of any Holder thereof or to
authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding;
provided, however, that the Trustee may, on behalf of the Holders; vote for the election of a trustee
in bankruptey or similar official and be a member of a ereditors' or other similar committee.

Section 505. Trustee May Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the Securities may be prosecuted and
enforced by the Trustee without the possession of any of the Securities or the production thereof in
any proceeding relating thereto, and any such proceeding instituted by the Trustee shall be brought
in its own name as trustee of an express trust, and any recovery of judgment shall, after provision
for the payment of the reasonable compensation, expenses, disbursements and advances of the
Trustee, its agents and counsel, be for the ratable benefit of the Holders of the Securities in respect
of which such judgruent has been recovered.
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Section 506. Application of Money Collected.

Any money collected by the Trustee pursuant to this Article, subject to Article Fourteen, if
applicable, shall be applied in the following order, at the date or dates fixed by the Trustee and, in
case of the distribution of such money on account of principal or any premium or interest, upon
presentation of the Securities and the notation thereon of the payment if only partiatly paid and
upon surrender thereof if fully paid: :

First: to the payment of all amounts due the Trustee under Section 607,

Second: to the payment of the amounts then due and unpaid for prncipal of and any
premium and interest on the Securities in respect of which or for the benefit of which such
money has been collected, ratably, without preference or priority of any kind, according to
the amounts due and payable on such Securities for principal and any premium and interest,
regpectively; and

Third: the balance, if any, to the Company.
Section 507. Limitation on Suits.

No Holder of any Security of any series shall have any right to institute any proceeding,
judicial or otherwise, with respect to this Indenture, or for the appointment of a receiver or trustee,
or for any other remedy hereunder, unless

(1} such Holder has previously given writien notice to the Trustee of a continuing Event
of Default with respect to the Securities of that series;

(2) the Holders of not less than 35% in principal amount of the Qutstanding Securities
of that series shall have made written request to the Trustee to institute proceedings in
respect of such'Event of Default in its own name as Trustee hereunder;

(3} such Holder or Holders have offered to the Trustee indemnity reasonably
satisfactory to the Trustee against the costs, expenses and liabilities to be incurred in
compliance with such request;

(4) the Trustee for 60 days afier its receipt of such notice, request and offer of indemnity
has failed to institute any such proceeding; and

(5} ne direction inconsistent with such written request has been given to the Trustee
during such 60-day period by the Holders of a majority in prncipal amount of the
Outstanding Securities of that series; it being understood and intended that no one or more
of such Holders shall have any right in any manner whatever by virtue of, or by availing of,
any provision of this Indenture to affect, disturb or prejudice the rights of any other of such
Holders, or to obtain or to seck to obtain priority or preference over any other of such
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Holders or to enforce any right under this Indenture, except in the manner herein provided
and for the equal and ratable benefit of all of such Holders.

Section 508. Unconditionat Right of Holders to Receive Principal, Premium and Interest.

Notwithstanding any other provision in this Indenture, the Holder of any Security shall have
the right, which is absclute and unconditional, to receive payment of the principal of and any
premium and (subject to Section 307} inferest on such Security on the respective Stated Maturities
expressed in such Security (or, in the case of redemption, on the Redemption Date) and to institute
suit for the enforcement of any such payment, and such rights shall not be impaired without the
consent of such Holder.

Section 509. Restoration of Rights and Remedies,

If the Trustee or any Holder has instituted any proceeding to enforce any right or remedy
under this Indenture and such proceeding has been discontinued or abandoned for any reason, or
has been determined adversely to the Trustee or (o such Holder, then and in every such case, subject
fo any defermination in such proceeding, the Company, the Trustee and the Holders shall be
restored severally and respectively to their former positions hereunder and thereafter all fghts and
remediecs of the Trustee and the Holders shall continue as though no such proceeding had been
instituted.

Section 510. Rights and Remedies Cumnufative.

Except as otherwise provided with respect to the replacement or payment of mutilated,
destroyed, lost or stolen Securities in the last paragraph of Section 306, no right or remedy herein
conferred upon or reserved to the Trustee or to the Holders is intended to be exclusive of any other
right or remedy, and every right and remedy shall, to the extent permitted by law, be cumulative and .
in addition to every other right and remedy given hereunder or now or hereafter existing at law or in
equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise,
shall not prevent the concurrent assertion or employment of any other appropriate right or remedy.

Section 511. Detay or Omission Not Waiver.

No delay or omisston of the Trustee or of any Holder of any Securities to exercise any right
or remedy accruing upon any Event of Default shall impair any such right or remedy or constitute a
waiver of any such Event of Default or an acquiescence therein. Every right and remedy given by
this Article or by law to the Trustee or to the Holders may be exercised from time to time, and as
often as may be deemed expedient, by the Trustee or by the Holders, as the case may be.

Section 512. Control by Holders.
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The Holders of a majority in principal amount of the Quistanding Securities of any series
shall haveé the right to direct the time, method and place of conducting any proceeding for any
remedy available to the Trustee, or exercising any trust or power conferred on the Trustee, with
respect to the Securities of such series, provided that

(1) such direction shall not be in conflict with any rule of law or with this Indenture, and

(2) the Trustee may take any other action deemed proper by the Trustee which is not
inconsistent with such direction.

Section 513. Waiver of Past Defaults.

The Holders of not less than a majority in principal amount of the Qutstanding Securities of -
any series may on behalf of the Holders of all the Secunties of such series waive any past default
hereunder with respect to such series and its consequences, except a default -

(1) in the payment of the principal of or any premium or interest on any Security of
such series, or

(2) in respect of 2 covenant or provision hereof which under Article Nine cannot be
modified or amended without the consent of the Holder of each Qutstanding Security of
such series affected.

Upon any such waiver, such default shall cease to exist, and any Event of Defauit arising
therefrom shall be deemed to have been cured, for every purpose of this Indenture; but no such
waiver shall extend to any subsequent or other default or impair any right consequent thereon.

Section 514. Undertaking for Costs.

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit
against the Trustee for any action taken, suffered or omitted by it as Trustee, a court may require
any party litigant in such suit to file an undertaking to pay the costs of such suit, and may assess
costs against any such party litigant, in the manner and to the extent provided in the Trust Indenture
Act; provided that this Section shall not apply to any suit instituted by the Trustee or to any suit
instituted by any Holder, or group of Holders, holding in the aggregate more than 10% in principal
amount of Qutstanding Securities {of any series), or to any suit instituted by a Holder for the
enforcement of the payment of the principal of or any premium or interest on any Security on or
after the Stated Maturity thereof (or, in the case of redemption, on or after the Redemption Date).

-Section 515. Waiver of Usury, Stay or Extension Laws,

. The Company covenants (to the extent that it may lawfully do so) that it will not at any time
insist upon, or plead, or in any manner whatsoever claim or take the benefit or advantage of, any
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usury, stay or extension law wherever enacted, now or at any time hereafler in force, which may
affect the covenants ot the performance of this Indenture; and the Company (to the extent that it
may lawfully do so) hereby expressly watves all benefit or advantage of any such law and covenants
that it will not hinder, delay or impede the execution of any power herein granted to the Trustee, but
will suffer and permit the execution of every such power as though no such law had been enacted.

ARTICLE 81X

The Trustee

Section 601. Certain Duties and Responsibilities.

The duties and responsibilities of the Trustee shalt be as provided by the Trust Indenture
Act. Notwithstanding the foregoing, no provision of this Indenture shall require the Trustee to
expend or risk its own funds or otherwise incur any financial liability in the performance of any of
its duties hereunder, or in the exercise of any of its nghts or powers, if it shall have reasonable
grounds for believing that repayment of such funds or adequate inderanity against such risk or
liability is not reasonably assured to it. Whether or not therein expressty so provided, every
provision of this Indenture relating to the conduct or affecting the lability of or affording protection
to the Trustee shall be subject to the provisions of this Section.

Section 602. Notice of Defaults.

If a default occurs hereunder with respect to Securities of any series, the Trustee shall give
the Holders of Securities of such series notice of such default as and to the extent provided by the
Trust Indenture Act, unless such default shall have been cured or waived; provided, however, that
in the case of any default of the character specified in Section 501(4} with respect to Securities of
such seres, no such notice to Holders shall be given until at least 30 days afier the occurrence
thereof. For the purpose of this Section, the teqm "default” means any event which is, or after notice
or lapse of time or both would become, an Event of Default with respect to Securities of such
series.

Section 603. Certain Rights of Trustee.
Subject to the provistons of Section 601:

(1) the Trustee may rely and shail be protected in acting or refraining from acting upon
any resolution, cettificate, statement, instrument, opinion, report, notice, request, direction,
consent, order, bond, debenture, note, other evidence of indebtedness or other paper or
document belicved by it to be genuine and to have been signed or presented by the proper
party or parties;
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(2) any request or direction of the Company mentioned herein shall be sufficiently
evidenced by a Company Request or Company Order, and any resolution of the Board of
Directors shall be sufficiently evidenced by a Board Resolution;

(3) whenever in the administration of this Indenture the Trustee shall deem it desirable
that a matter be proved or established prior to taking, suffering or omitting any action
hereunder, the Trustee {unless other evidence be herein specifically prescribed) may, in the
absence of bad faith on its part, rely upon an Officers’ Certificate;

{4) the Trustee may consult with counsel of its selection and the advice of such counsel
or any Opinion of Counsel shall be full and complete authorization and protection in
respect of any action taken, suffered or omitted by it hereunder in good faith and in reliance
thereon,;

(5) the Trustee shall be under no obligation to exercise any of the rights or powers
vested in it by this Indenture at the request or direction of any of the Holders pursuant to this
Indenture, unless such Holders shall have offered to the Trustee security or indemnity
reasonably satisfactory to the Trustee against the costs, expenses and liabilities which might
be incurred by it in compliance with such request or direction;

(6} the Trustee shall not be bound to make any investigation into the facts or matters
stated in any resolution, certificate, statement, instrument, opinion, report, notice, request,
direction, congent, order, bond, debenture, note, other evidence of indebtedness or other
paper or document, but the Trustee, n its discretion, may make such futher inquiry or
investigationt into such facts or matters as it may see fit.

(7) the Trustee may execute any of the trusts or powers hereunder or perform any duties
hereunder either directly or by or through agents or attormeys and the Trustee shall not be
responsible for any misconduct or negligence on the part of any agent or attorney appointed
with due care by it hereunder,

Section 604. Not Responsible for Recitals or Issuance of Securities.

The recitals contained herein and in the Securities, except the Trustee's certificates of

authentication, shall be taken as the statements of the Company, and neither the Trustee nor any
Authenticating Agent assumes any responsibility for their correctness. The Trustee makes no
representations as to the validity or sufficiency of this Indenture or of the Securities. Neither the
Trustee nor any Authenticating Agent shall be accountable for the use or application by the
Company of Securities ot the proceeds thereof.

Section 605. May Hold Securities.

The Trustes, any Authenticating Agent, any Paying Agent, any Security Registrar or any

other agent of the Company, in its individual or any other capacity, may become the owner or
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pledgee of Securities and, subject to Sections 608 and 613, may otherwise deal with the Company
with the same rights it would have if it were not Trustee, Authenticating Agent, Paying Agent,
Security Registrar or such other agent.

Section 606. Money Held in Trust.

Money held by the Trustee in trust hereunder need not be segregated from other funds
except to the extent required by law. The Trustee shall be under no liability for interest on any
money received by it hereunder except as otherwise agreed in writing with the Corapany.

Section 607. Compensation and Reimbursement.
The Company agrees

(1) to pay to the Trustee frora time to time such compensation as shall be agreed to in
writing between the Company and the Trustee for all services rendered by it hereunder
(which compensation shall not be limited by any provision of law in tegard to the
compensation of a trustee of an express trust);

(2) except as otherwise expressly provided herein, to reimburse the Trustee upon its
request for all reasonable, out-of-pocket expenses, disbursements and advances incurred or
made by the Trustee in accordance with any-provision of this Indenture (including the
reasonable compensation and the expenses and disbursements of its agents and
counsel}(with reasonable documentation of any fees and ecxpenses for which
reimbursement is sought, including copies of invoices from third parties, and in the case
of charges for counsel, a breakdown of the hourly time and short summary of services
rendered by date and service provider, a summary of the charges, hourly rate and total
hours provided by each service provider), except any such expense, disbursement or
advance as may be aftributabte to its negligence or bad faith; and

(3) to indemnify the Trustee for, and to hold it harmless against, any loss, liability or
expense incurred without negligence or bad faith on its pait, arising out of or in connection
with the acceptance or administration of the trust or trusts hereunder, including the
reasonable costs and expenses of defending itself against any claim or Hability in connection
with the exercise or performance of any of its powers or duties hereunder.

The Trustee shall have a lien prior to the Securities as to all property and funds held by it
hereunder for any amount owing it or any predecessor Trustee pursuant to this Section 607, except
with respect to funds held in trust for the bepefit of the Holders of particular Securities.

When the Trustee incurs expenses or renders services in comnection with an Event of
Default specified in Section 501(5) or Section 501(6), the expenses (including the reasonable
charges and expenses of its counsel) and the compensation for the services are intended to
constitute expenses of administration under any applicable Federal or State bankruptcy, insolvency
or other similar law.
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The provisions of this Section shall survive the termination of this [ndenture.

Section 608. Conflicting Interests.

If the Trustee has or shall acquire a conflicting interest within the meaning of the Trust
Indenture Act, the Trustee shall either eliminate such interest or resign, to the extent and in the
manner provided by, and subject to the provisions of, the Trust Indenture Act and this Indenture. To
the extent permitted by such Act, the Trustee shall not be deemed (o have a conflicting interest by
virtue of being a trustee under this Indenture with respect to Securities of more than one series.

Section 609. Corporate Trustee Required; Eligibility.

There shall at all times be one (and only one) Trustee hereunder with respect to the
Securities of each series, which may be Trustee hereunder for Securities of one or more other series.
Bach Trustee shall be a Person that is eligible pursuant to the Trust Indenture Act to act as such and
has a combined capital and surplus of at least $50,000,000. If any such Person publishes reports of
condition at least annually, pursuant to law or to the requirements of its supervising or examining
authority, then for the purposes of this Section and to the extent permitted by the Trust Indenture
Act, the combined capital and surplus of such Person shall be deemed to be its combined capital
and surplus as set forth in its most recent report of condition so published. If at any time the Trustee
with respect to the Securities of any series shall cease to be eligible in accordance with the
provisions of this Section, it shall resign immediately in the manner and with the effect hereinafter
specified in this Arficle. :

Section 610. Resignation and Removal; Appointment of Successor.

No resignation or removal of the Trustee and no appointment of a successor Trustee
pursuant to this Article shall become effective until the acceptance of appointment by the successor
Trustee in accordance with the applicable requirements of Section 611.

The Trustee may resign at any time with respect to the Securities of one or more Series by
giving written notice thereof to the Company. If the instrament of acceptance by a successor
Trustee required by Section 611 shall not have been delivered to the Trustee within 30 days afer
the giving of such notice of resignation, the resigning Trustee may petition any court of competent
- jurisdiction for the appointment of a successor Trustee with respect to the Securities of such series.

The Trustee may be removed at any time with respect to the Securities of any series by Act
of the Holders of a majority in principal amount of the Outstanding Securities of such series,
delivered to the Trustee and to the Company.

If at any time:
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{1) the Trustee shall fail to comply with Section 608 after written request therefor by
tire Company or by any Holder who has been a bona fide Holder of a Security for at least six
months, or

(2) the Trustee shall cease to be eligible under Section 609 and shall fail to resign after
written request therefor by the Company or by any such Holder, or

(3) the Trustee shall become incapable of acting or shall be adjudged a bankrupt or
insolvent or a receiver of the Trustee or of its property shall be appointed or any public
officer shall take charge or control of the Trustee or of its property or affairs for the purpose
of rehabilitation, conservation or liquidation,

then, in any such case, (A} the Company by a Board Resolution may remove the Trustee with
respect to all Securities, or (B) subject to Section 514, any Holder who has been a bona fide Holder
of a Security for at least six months may, on behalf of himself and all others similarly situated,
petition any court of competent jurisdiction for the removal of the Trustee with respect to all
Securities and the appointment of a successor Trustee or Trustees.

If the Trustee shall resign, be removed or become incapable of acting, or if a vacancy shall
occur in the office of Trustee for any cause, with respect to the Securities of one or more series, the
Company, by a Board Resolution, shall promptly appoint a successor Trustee or Trustees with
respect to the Securities of that or those series (it being understood that any such successor Trustee
may be appointed with respect to the Securities of one-or more or all of such series and that at any
time there shall be only one Trustee with respect to the Securities of any particular series) and shall
. comply with the applicable requirements of Section 61 1. If, within one year after such resignation,
removal or incapability, or the occurrence of such vacancy, a successor Trustee with respect to the
Secutitics of any series shall be appointed by Act of the Holders of a majority in principal amount
of the Qutstanding Securities of such series delivered to the Company and the retiring Trustee, the
successor Trustee so appointed shall, forthwith upon its acceptance of such appointment in
accordance with the applicable requirements of Section 611, become the successor Trustee with
respect to the Securities of such series and to that extent supersede the successor Trustee appointed
by the Company. If no successor Trustee with respect to the Securities of any series shall have been
so appointed by the Company or the Holders and accepted appointment in the manner required by
Section 611, any Holder who has been a bona fide Holder of a Security of such series for at least six
months ray, on behalf of himself and all others similarly situated, petition any court of competent
jurisdiction for the appointment of a successor Trustee with respect to the Securities of such series.

The Company shall give notice of each resignation and each removal of the Trustee with
respect to the Securities of any series and each appointment of a successor Trustee with respect to
the Securities of any series to all Holders of Securities of such series in the manner provided in
Section 106. Each notice shall include the name of the successor Trustee with respect to the
Securities of such series and the address of its Corporate Trust Office.

Section 611. Acceptance of Appointment by Successor.
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In case of the appointment hereunder of a successor Trustee with respect to all Securities,
every such successor Trustee so appointed shall execute, acknowledge and deliver to the Company
and to the retiring Trustee an instrument accepting such appointment, and thereupon the resignation
or removal of the retiring Trustee shall become effective and such successor Trustee, without any
further act, deed or conveyance, shall become vested with all the rights, powers, trusts and duties of
the retiring Trustee; but, on the request of the Company or the successor Trustee, such retiring
Trustee shall, upon payment of its charges, execute and deliver an instrument transferring to such
successor Trustee all the rights, powers and trusts of the retiring Trustee and shall duly assign,
transfer and deliver to such successor Trustee all property and money held by such retiring Trustee
hereunder.

In case of the appointment hereunder of a successor Trustee with respect to the Securities of
one ot more {but not all) series, the Company, the reticing Trustee and each successor Trustee with
respect to the Securities of one or more series shall execute and deliver an indenture supplemental
hereto wherein each successor Trustee shall accept such appointment and which (1) shall contain
such provisions as shall be necessary or desirable to transfer and confirm to, and to vest in, each
successor Trustee all the rights, powers, trusts and duties of the retinng Trustee with respect to the
Securities of that or those series to which the appointment of such successor Trustee relates, (2) if
the retiring Trustee is not retiring with respect to all Securities, shall contain such provisions as
_shall be deemed necessary or desirable to confirm that all the nights, powers, trusts and duties of the
retiring Trustee with respect to the Securities of that or those series as to which the retiring Trustee
is not retiring shall continue (o be vested in the retiring Trustee, and (3} shall add to or change any
of the provisions of this Indenture as shall be mecessary to provide for or facilitate the
administration of the trusts hereunder by more than one Trustee, it being understood that nothing
herein or in such supplemental indenture shall constitute such Trustees co-trustees of the same trust
and that each such Trustee shall be trustee of a trust or trusts hereunder separate and apart from any
trust or trusts hereunder administered by any other such Trustee; and upon the execution and
delivery of such supplemental indenture the resignation or removal of the retiring Trustee shall
become effective to the extent provided therein and each such successor Trustee, without any
further act, deed or conveyance, shall become vested with all the rights, powers, trusts and duties of
the retiring Trustee with respect to the Securities of that or those series to which the appointment of
such successor Trustee relates; but, on request of the Company or any successor Trustee, such
retiring Trustee shall duly assign, transfer and deliver to such successor Trustee all property and
money held by such retiring Trustee hereunder with respect to the Securities of that or those series
to which the appointment of such successor Trustee relates.

Upon request of any such successor Trustee, the Cormpany shall execute any and all
instruments for more fully and certainly vesting in and confitming to such successor Trustee all
such rights, powers and trusts referred to in the first or second preceding paragraph, as the case may
be.

No successor Trustee shall accept its appointment unless at the time of such acceptance
such successor Trustee shall be qualified and eligible under this Article.

Section 612. Merger, Conversion, Consolidation or Succession to Business.
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Aty corporation into which the Trustee may be merged or converted or with which it may
be consolidated, or any corporation resulting from any merger, conversion or consolidation to
which the Trustee shall be a party, or any corporation succeeding to all or substantially all the
corporate trust business of the Trustee, shali be the successor of the Trustee hereunder, provided
such corporation shall be otherwise qualified and ehigible under this Article, without the execution
or filing of any paper or any further act on the part of any of the parties hereto. In case any
Securities shall have been authenticated, but not delivered, by the Trustee then in office, any
successor by merger, conversion or consolidation to such authenticating Trustee may adopt such
authentication and deliver the Securities so authenticated with the same effect as if such successor
Trustee had itself authenticated such Securities.

Section 613. Preferential Collection of Claims Against Company.

If and when the Trustee shall be or become a creditor of the Company (or any other obligor
upon the Securities), the Trustee shall be subject to the provisions of the Trust Indenture Act
regarding the collection of claims against the Company (or any such other obligor). For purposes of
Section 311(b) (4) and (6} of the Trust Indenture Act, the following terms shall mean:

(2} “cash transaction” means any transaction in which full payment for goods or
securities sold is made within seven days after delivery of the goods or securities in
currency or in checks or other orders drawn-upon banks or bankers and payable upon
demand; and

(b} "self-liquidating paper” means any draft, bill of exchange, acceptance or obligation
which is made, drawn, negotiated or incurred by the Company for the purpose of financing
the purchase, processing, manufacturing, shipment, storage or sale of goods, wares or
merchandise and which is secured by documents evidencing title to, possession of, or a lien
upon, the goods, wares or merchandise or the receivables or proceeds arising from the sale
of the goods, wares or merchandise previously constituting the security, provided the
security is received by the Trustee simultaneously with the creation of the creditor
refationship with the Company arising from the making, drawing, negotiating or incurring
of the draft, bill of exchange, acceptance or obligation.

Section 614. Appointment of Authenticating Agent.

From time to time the Trustee may appoint one or more Authenticating Agents with respect
to one or more seres of Securities, which may include the Company or any of its Affiliates, with
power to act on behalf of the Trustee to authenticate Securities of such series issued upon original
issue and upon exchange, registration of transfer or partial redemption thereof or pursuant to
Section 306, and Securities so authenticated shall be eutitled to the benefits of this Indenture and
shall be valid and obligatory for all purposes as if authenticated by the Trustee hereunder. Wherever
reference is made in this [ndenture to the authentication and delivery of Securities by the Trustee or
the Trustee's certificate of authentication, such reference shall be deemed 1o include authentication

43



and delivery o behalf of the Trustee by an Authenticating Agent and a certificate of authentication
executed on behalf of the Trustee by an Authenticating Agent. Each Authenticating Agent shall be
acceptable to the Company and shall at all times be a corporation organized and doing business
under the laws of the Unifed States of America, any State thereof or the District of Columbia,
authonized under such laws to act as Authenticating Agent, having a combined capital and surplus
of not less than $50,000,000 and subject to supervision or examination by Federal or State
authority. If such Aunthenticating Agent publishes reports of condition at least annually, pursuant to
law or to the requirements of said supervising or examining authority, then for the purposes of this
Section, the combined capital and surpfus of such Authenticating Agent shall be deemed to be its
combined captital and surplus as set forth in its most recent report of condition so published. If at
any time an Authenticating Agent shall cease to be eligible in accordance with the provisions of this
Section, such Authenticating Agent shall resign immediately in the manner and with the effect
specified in this Section.

Any corporation into which an Authenticating Agent may be merged or converted or with
which it may be consolidated, or any corporation resulting from any merger, conversion ot
consolidation to which such Authenticating Agent shall be a party, or any corporation succeeding to
the corporate agency or corporate frust business of an Authenticating Agent, shall continue to be an
Authenticating Agent, provided such corporation shall be otherwise eligible under this Section,
without the execution or filing of any paper or any fuuther act on the part of the Trustee or the
Authenticating Agent.

An Authenficating Agent may resign at any time by giving written notice thereof to the
Trustee and to the Company. The Trustee may at any time tenminate the agency of an
Authenticating Agent by giving written notice thereof to such Authenticating Agent and fo the
Company. Upon receiving such a notice of resignation or upon such a termination, or in case at any
time such Authenticating Agent shall cease to be eligible in accordance with the provisions of this
Section, the Trustee may appoint a successor Authenticating Agent which shall be acceptable to the
Company. Any successor Authenticating Agent upon acceptance of its appointment hereunder shall
become vested with all the rights, powers and duties of its predecessor hereunder, with like effect as
if originally named as an Authenticating Agent. No successor Authenticating Agent shall be
appointed vnless eligible under the provisions of this Section.

The Company agrees to pay to each Authenticating Agent from time to time reasonable
compensation for its services under this Section.

If an appointment with respect to one or more series is made pursuant to this Section, the
Securities of such series may have endorsed thereon, in addition to the Trustee's cerfificate of
authentication, an alternative certificate of authentication in the following form:

This 'is one of the Securities of the series designated therein refemmed to in the
within-mentioned Indenture.

DEUTSCHE BANK TRUST COMPANY
AMERICAS
As Trustee



By
As Authenticating Agent

By
Authonzed Officer

Section 615. Indemnification.

The Company agrees to indemunify the Trustee for, and hold it harmless against, any loss,
liability or expense incurred by it, arising out of or in connection with the acceptance or
administration of this Indenture or the trusts hereunder or the performance of its duties hereunder
or under any related document, including the reasonable costs and expeunses of defending itself
against or investigating any claim or liability with respect to the Secunties, except to the extent
that any such loss, liability or expense was due to ifs own negligence or bad faith. The Company
need not pay for any settlement made without its consent. The obligations of the Company to the
Trustee under this Section shall survive the satisfaction and discharge of this Indenture and
payment in full and/or retirement of the Securities.

ARTICLE SEVEN

Holders' Lists and Reports by Trustee and Company

Section 701. Company to Furnish Trustee Names and Addresses of Holders.
The Company will furnish or cause to be furnished to the Trustee:

(1) on each Regular Record Date, 2 list, in such form as the Trustee may reasonably
require, of the names and addresses of the Holders of Securities of each series as of such
Regular Record Date, and

(2) at such other times as the Trustee may request in writing, within 30 days after the
receipt by the Company of any such request, a list of similar form and content as of a date

not more than 15 days prior to the time such list is furnished;

provided, however, that if and so long as the Trustee shall be the Security Registrar, no such list
need be fumished.
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Section 702. Preservation of Information; Communications to Holders.

The Trustee shall preserve, in as current a form as is reasonably practicable, the names and
addresses of Holders contained in the most recent list as provided in Section 701 and the names and
addresses of Holders received by the Trustee in its capacity as Security Registrar. The Trustee may
destroy any list furnished to it as provided in Section 701 upon receipt of a new list so furnished.

The rights of Holders to comnmunicate with other Holders with respect to their rights under
this Indenture or under the Securities, and the corresponding rights and privileges of the Trustee,
shall be as provided by the Trust Indenture Act.

Every Holder of Securities, by receiving and holding the same, agrees with the Company
and the Trusice that neither the Company nor the Trustee nor any agent of either of them shall be
held accountable by reason of any disclosure of information as to names and addresses of Holders
made pursuant to the Trust Indenture Act.

Section 703. Reports by Trustee.

' The Trustee shall transmit to Holders such reports concerning the Tnistee and its actions

under this Indenture as may be required pursuant to the Trust Indenture Act at the times and in the
manner provided pursuant thereto. If required by Section 313(a) of the Trust Indenture Act, the
Trustee shall, within sixty days after each May 15 following the date of this Indenture deliver to
Holders a brief report, dated as of such May 15, which complies with the provisions of such Section
313(a).

A copy of each such report shall, at the time of such transmission to Holders, be filed by the
Trustee with each stock exchange upon which any Securities are listed, with the Commission and
with the Company.

Section 704. Reports by Company.

The Company shall file with the Trustee and the Commission, and transmit to Holders, such
information, documents and other reports, and such summaries thereof, as may be required pursuant
to the Trust Tndenture Act at the times and in the manner provided pursuant to such Act; provided
that any such information, documnents or reports required to be filed with the Comumission pursuant
to Section 13 or 15(d) of the Exchange Act shall be filed with the Trustee within 15 days after the
same is so required to be filed with the Commission and provided further that all information,
documents or reports filed with the Commission on behalf of the Company shall be deemed to have
been delivered to the Trustee on the date on which such items are posted on the Commission’s
website on the [nternet at www._sec.gov.

ARTICLE EIGHT
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Consolidation, Merger and Sale

Section 801. Consolidations and Mergers Permitted.

Nothing contained in this Indenture or in any of the Secunties shall prevent any
consolidation or merger of the Company with or into any other corporation or corporations
(whether or not affiliated with the Company), or successive consolidations or mergers in which the
Company or its successor or successors shall be a party or parties, or shall prevent any sale,
conveyance, trapsfer or other disposition of the property of the Company or ils successor or
successors as an entirety, or substanfially as an entirety, to any other corporation (whether or not
affiliated with the Company or its successor or successors) authorized to acquire and operate the
samue; provided, however, the Company hereby covenants and agrees that, upon any such
consolidation, merger, sale, conveyance, transfer or other disposition, the due and punctual payment
of the principal of (premium, If any) and interest on all of the Securities of all series in accordance
with the terms of each series, according to their tenor, and the due and punctual performance and
observance of all the covenants and conditions of this Indenture with respect to each series or
established with respect to such series to be kept or performed by the Company, shall be expressly
assumed, by supplemental indenture (which shail conform to the provisions of the Trust Indentwre
Act as then in effect) satisfactory in form to the Trustee executed and delivered to the Trustee by the
entity formed by such consolidation, or into which the Company shall have been merged, or by the
entity which shall have acquired such property.

Section 802. Rights and Duties of Successor Company.

In case of any such consolidation, merger, sale, conveyance, transfer or other disposition
and upon the assumption by the successor corporation, by supplemental indenture, executed and
delivered to the Trustee and satisfactory in form to the Trustee, of the due and punctual payment of
the principal of, premium, if any, and interest on all of the Securities of all series outstanding and
the due and punctuai performance of all of the covenants and conditions of this Indenture or
established with respect to each series of the Securities to be performed by the Company with
respect to each series, such successor corporation shall succeed to and be substituted for the
Company, with the same effect as if it had been named herein as the partty of the first part, and
therenpon the predecessor corporation shall be relieved of all obligations and covenants under this
Indenture and the Securities. Such successor corporation thereupon may cause o be signed, and
may issue either in its own name or in the name of the Company or any other predecessor obligor
on the Securities, any or all of the Securities issuable hereunder which theretofore shall not have
been signed by the Company and delivered to the Trustee; and, upon the order of such successor
company, instead of the Company, and subject to all the terms, conditions and limitations in this
Indenture prescribed, the Trustee shall authenticate and shall deliver any Securties which
previously shail have been signed and delivered by the officers of the predecessor Company to the
Trustee for authentication, and any Securities which such successor corporation thereafier shall

_cause to be signed and delivered to the Trustee for that purpose. All the Securities so issued shall in
all respects have the same legal rank and benefit under this Indenture as the Securities theretofore or
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thereafler issued in accordance with the terms of this Indenture as though all of such Securities had
been ssued at the date of the execution hereof.

Nothing contained in this Indenture or in any of the Securities shall prevent the Company
from merging into itself or acquiring by purchase or otherwise all or any part of the property of any
other corporation (whether or not affiliated with the Company).

Section 803. Opinion of Counsel.

The Trustee may receive an Opinion of Counsel as conclusive evidence that any such consolidation,
merger, sale, conveyance, transfer or other disposition, and any such assumption, comply with the
provisions of this Article.

ARTICLE NINE

Supplemental Indentures

Section 901. Supplementat Indentures Without Consent of Holders.

Without the consent of any Holders, the Company, when authorized by a Board Resolution,
and the Trustee, at any timme and from time to time, may enfer into one or more indenfures
supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:

(1) to evidence the succession of another Person to the Company and the assumption by
any such successor of the covenants of the Company herein and in the Securities pursuant to
Article Eight or Section 117; or

(2) to add to the covenants of the Company for the benefit of the Holders of all or any
series of Securities (and if such covenants arc to be for the benefit of less than all series of
Securities, stating that such covenants are expressly being included solely for the benefit of
such series) or to surrender any right or. power herein conferred upon the Company;
provided, however, that in respect of any such additional covenant, such supplemental
indenture may provide for a particular period of grace after default (which period may be
shorter or longer than that allowed in the case of other defaults) or may provide for an
immediate enforcement upon such default or may limit the remedies available to the Trustee
upon such default or may limit the nght of the Holders of a majority in aggregate principal
amount of the Securities of such series to waive such defanlt; or

(3) to add any additional Events of Default for the benefit of the Holders of all or any
series of Securities (and if such additional Events of Default are to be for the benefit of less
than all series of Securities, stating that such additional Events of Default are expressly
being included solely for the benefit of such series); or '

(4) to add to or change any of the provisions of this Indenture to such extent as shall be
necessary to permit or facilitate the issuance of Securities in bearer form, registrable or not
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registrable as to principal, and with or without interest coupons, or to permit or facilitate the
issnance of Secuniies in uncertificated form; or

{5) to add to, change or eliminate any of the provisions of this Indenture in respect of
one or more series of Securtties, provided that any such addition, change or elimination (A)
shall neither (1) apply to any Security of any series created prior to the execution of such
supplemental indenture and entitled to the benefit of such provision nor (i} modify the
rights of the Holder of any such Security with respect to such provision or (B) shall become
effective only when there s no such Security Quistanding; or

(6) to secure the Securities; or

(7) to establish the form or terms of Securities of any series as permitted by Sections
201 and 301; or

{8) to evidence and provide for the acceptance of appointment hereunder by a successor
Trustee with respect to the Securities of one or more series and to add to or change any of
the provisions of this Indenture as shall be necessary to provide for or facilitate the
administration of the trusts hereunder by one or more successor Trustees, pursuant to the
requiretnents of Section 611; or

(9) to cure any ambiguity, to correct or supplement any provision herein which may be
defective or inconsistent with any other provision herein, or to make any other provisions
with respect to matters or questions arising under this Indenture, provided that such action
pursuant to this Clause (9) shall not adversely affect the interests of the Holders of
Securities of any series in any material respect.

The Trustee is hereby authorized to join with the Company in the execution of any such
supplemental indenture, and to make any further appropriate agreements and stipulations which
may be therein contained.

Any supplemental indenture authorized by the provisions of this Section may be executed
by the Company and the Trustee without the consent of the holders of any of the Securities at the
time outstanding, notwithstanding any of the provisions of Section 902.

Section 902. Supplemental Indentures With Consent of Holders.

With the consent of the Holders of not less than a majority in principal amount of the
Outstanding Securities of each series affected by such supplemental indenture, by Act of said
Holders delivered to the Company and the Trustee, the Company, when authorized by a Board
Resolution, and the Trustee may enter into an indenture or indentures supplemental hereto for the
purpose of adding any provisions fo or changing in any manner or eliminating any of the provisions
of this Indenture or of modifying in any manner the rights of the Holders of Securities of such series
under this Indenture; provided, however, that no such supplemental indenture shall, without the
consent of the Holder of each Outstanding Security affected thereby,
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(1) change the Stated Maturity of the principal of, or any installment of principal of or
interest on, any Security, or reduce the principal amount thereof or the rate of interest
thereon or any premium payable upon the redemption thereof, or reduce the amount of the
principal of an Original Issue Discount Security or any other Security which would be due
and payable upon a declaration of acceleration of the Matunity thereof pursuant to Section
502, or change any Place of Payment where, or the coin or currency in which, any Security
or any premium or interest thereon is payable, affect the applicability of Article Fourteen to
any Security, or impair the right to institute suit for the enforcement of any such payment on
or after the Stated Maturity thereof (or, in the case of redemption, on or after the
Redemption Date), or

(2) reduce the percentage in principal amount of the Outstanding Securities of any
series, the consent of whose Holders is required for any such supplemental indenture, or the
consent of whose Holders is required for any waiver (of compliance with certain provisious
of this [ndenture or certain defaults hereunder and their consequences) provided for in this
Indenture, or

(3) modify any of the provisions of this Section, Section 513 or Section 1007, except to
increase any such percentage or to provide that certain other provisions of this Indenture
cannot be modified or waived without the consent of the Holder of each Outstanding
Security affected thereby; provided, however, that this clause shall not be deemed to require
the consent of any Holder with respect to changes in the references to "the Trustee” and
concomitant changes in this Section and Section 1007, or the deletion of this proviso, in
accordance with the requirements of Sections 611 and 901(8).

A supplemental indenture which changes or eliminates any covenant or other provision of
this Indenture which has expressly been included solely for the benefit of one or more particular
series of Securities, or which modifies the rights of the Holders of Securities of such series with
respect to such covenant or other provision, shall be deemed not to affect the rights under this
Indenture of the Holders of Securities of any other series; provided that no such supplemental
indenture shall modify any provision of this Indenture so as to adversely affect the rights of any
holder of outstanding Senior Debt to the benefits of Article Fourteen.

It shall not be necessary for any Act of Holders under this Section to approve the particular
form of any proposed supplemental indenture, but it shall be sufficient if such Act shall approve the
substance thereof.

Section 903, Execution of Supplemental Indentures.

In executing, or accepting the additional trusts created by, any supplemental indenture
permitted by this Article or the wmodifications thereby of the trusts created by this Indenture, the
Trustee shall be entitled to receive, and (subject to Section 601) shail be fully protected in relying
upon, an Opinion of Counsel stating that the execution of such supplemental indenture is
authorized or permitted by this Indenture. The Trustee may, but shall not be obligated to, enter into

~50-



any such supplemental indenture which affects the Trustee's own rights, duties or immunities under
this Indenture or otherwise.

Section 904. Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this Article, this Indenture shall be
modified in accordance therewith, and such supplemental indeniure shall form a part of this

Indenture for all purposes; and every Holder of Securities theretofore or thereafter authenticated and
delivered hereunder shall be bound thereby.

Section 905. Conformity with Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article shall oonform to the
requirements of the Trust Indenture Act as then in effect,

Section 906. Reference in Securities to Supplemental Indentures.

Securities of any series authenticated and delivered after the execution of any supplemental
indenture pursuant to this Article may, and shall if required by the Trustee, bear a notation in form
approved by the Trustee as to any matter provided for in such supplemental indenture, If the
Company shall so determine, new Securities of any series so modified as to conform, in the opinion
of the Trustee and the Company, to any such supplemental indenture may be prepared and executed
by the Company and authenticated and delivered by the Tmstee in exchange for Ouistanding
Securities of such series.

ARTICLE TEN

Covenants

Section 1001. Payment of Principal, Premium and Interest.

The Company covenants and agrees for the benefit of each series of Securities that if will
duly and punctually pay the principal of and any premium and interest on the Securities of that
series in accordance with the terms of the Securities and this Indenture.

Section 1002. Maintenance of Office or Agency.
The Company will maintain in each Place of Payment for any series of Securities an office

or agency where Securities of that series may be presented or suirendered for payment, where
Securities of that series may be surrendered for registration of transfer or exchange and where
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notices and demands to or upon the Company in respect of the Securities of that series and this
Indenture” may be served, The Company will give prompt written notice to the Trustee of the
location, and any change in the location, of such office or agency. If at any time the Company shall
£2i] fo maintain any such reguired office or agency or shall fail to furnish the Trustee with the
address thereof, such presentations, surrenders, notices and demands may be made or served at the
Corporate Trust Office of the Trustee, and the Company hereby appoints the Trustee as its agent to
receive all such presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies
where the Securities of onie or more series may be presented or surrendered for any or all such
purposes and may from time fo time rescind such designations; provided, however, that no such
designation or rescission shall in any manner relieve the Company of its obligation to maintain an
office or agency in each Place of Payment for Securities of any series for such purposes. The
Company will give prompt written notice to the Trustee of any such designation or rescission and of
any change in the location of any such other office or agency.

Section 1003. Money for Securities Payments to Be Held in Trust.

If the Company shall at any time act as its own Paying Agent with respect to any series of
Securities, it will, on or before each due date of the principal of or any premium or interest on any
of the Securities of that series, segregate and hold in trust for the benefit of the Persons entitled
thereto a sum sufficient to pay the principal and any ptemium and interest so becoming due until
such sums shall be paid to such Persons or otherwise disposed of as herein provided and will
promptiy notify the Trustee of its action or fallure 50 to act.

Whenever the Company shall have one or more Paying Agents for any series of Securities,
it will, on or before each due date of the principal of or any premium or inferest on any Securities of
that series, deposit with a Paying Agent a sum sufficient to pay such amount, such sum to be held as
provided by the Trust Indenture Act, and (unless such Paying Agent is the Trustee) the Company
will promptly notify the Trustee of its action or failure so to act.

The Company will cause each Paying Agent for any series of Securities other than the
Trustee fo execute and deliver to the Trusiee an instrument in which such Paying Agent shall agree
with the Trustee, subject to the provisions of this Section, that such Paying Agent will (1) comply
with the provisions of the Trust Indenture Act applicable to it as a Paying Agent and (2) during the
continuance of any default by the Company {or any other obligor upon the Securities of that series)
in the making of any payment in respect of the Securities of that series, upon the written request of
the Trustee, forthwith pay to the Trustee all sums held in trust by such Paying Agent for payment in
respect of the Securities of that series.

The Company may af any time, for the purpose of obtaining the satisfaction and discharge
of this Indenture or for any other purpose, pay, or by Company Order direct any Paying Agent to
pay, to the Trustee all sums held in trust by the Company or such Paying Agent, such sums to be
held by the Trustee upon the same frusts as those upon which such sums were held by the Company
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or such Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such Paying
Agent shall be released from all further hiability with respect to such money.

Any money deposited with the Trustee or any Paying Agent, or then held by the Company,
in trust for the payment of the principal of or any premium or interest on any Security of any series
and remaining unclaimed for 18 mouths after such principal, preminm or interest has become due
and payable shall be paid to the Company on Company Request, or (if then held by the Company)
shall be discharged from such trust; and the Holder of such Security shall thereafter, as an
unsecured general creditor, look only to the Company for payment thereof, and all liability of the
Trustee or such Paying Agent with respect {o such trust money, and all tiability of the Company as
trustee thereof, shall thereupon cease; provided, however, that the Trustee or such Paying Agent,
before being required fo make any such repayment, may at the expense of the Company cause to be
published once, in a newspaper published in the English language, customarily published on each
Business Day and of general circufafion in the Borough of Manhattan, The City of New York, New
York, notice that such money remains unclaimed and that, after a date specified therein, which shall
not be less than 30 days from the date of such publication, any unclaimed balance of such money
then remaining will be repaid to the Company.

Section 1004. Statement by Officers as to Default.

The Company will deliver to the Trustee, within 120 days after the end of each fiscal year of
the Company ending after the date hereof, an Officers' Certificate, stating whether or not to the best
knowledge of the signers thereof the Company is in default in the performance and observance of
any of the ferms, provisions and conditions of this Indenture (without regard to any period of grace
or requirement of notice provided hereunder) and, if the Company shall be in default, specifying all
such defaults and the nature and status thereof of which they may have knowledge.

Section 1005. Maintenance of Properties.

The Company will cause all properties used or useful in the conduct of its business or the
business of any Subsidiaiy to be maintained and kept in good condition, repair and working order
and supplied with all necessary equipment and will cause to be made all necessary repairs,
renewals, replacements, betterments and improvements thereof, all as in the judgment of the
Company may be necessary so that the business carried on in connection therewith may be properly
and advantageously conducted at all times; provided, however, that nothing in this Section shall
prevent the Company from discontinuing the operation or maintenance of any of such properties if
such discontinuance is, in the judgment of the Company, desirable in the conduct of its business or
the business of any Subsidiary.

Section 1006. Payment of Taxes and Other Claims.

The Company will pay or discharge or cause to be paid or discharged, before the saime shalt
become delinquent, (1) all taxes, assessments and governmental charges levied or imposed upon the
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Company or any Subsidiary or upon the income, profits or property of the Company or any-
Subsidiary, and (2) all lawful claims for labor, materials and supplies which, if unpaid, might by

taw become a lien upon the property of the Company or any Subsidiary; provided, however, that the

Company shalil not be required to pay or discharge or cause to be paid or discharged any such tax,

assessment, charge or claim whose amount, applicability or validity is being contested in good faith

by appropriate proceedings.

Section 1007. Waiver of Certain Covenants,

Except as otherwise specified as contemplated by Section 301 for Securities of such series,
the Company may, with respect to the Securities of any series, omit in any particular instance to
comply with any terin, provision or condition set forth in any covenant provided pursuant to Section
301(18), 901(2) or 901(7) for the benefif of the Holders of such series if before the time for such
compliance the Holders of at least a majorily in principal amnount of the Outstanding Securities of
such series shall, by Act of such Holders, either waive such compliance in such instance or
generally waive compliance with such term, provision or condition, but no such waiver shall extend
to or affect such term, provision or condition except to the extent so expressly waived, and, until
such waiver shall become effective, the obligations of the Company and the duties of the Trustee in
respect of any such term, provision or condition shall remain in full force and effect.

Section 1008. Calculation of Original Issue Discount.

The Company shall fite with the Trustee promptly at the end of each calendar year a written
notice specifying the amount of original issue discount {including daily rates and accrual periods)
accrued on Qutstanding Securities as of the end of such year.

ARTICLE ELEVEN

Redemption éf Securities

Section 1101. Appticability of Article.

Securities of any series which are redeemable before their Stated Maturity shall be
redeemable in accordance with their termns and (except as otherwise specified as contemplated by
Section 301 for such Securities) in accordance with this Article.

Section 1102. Election to Redeem; Notice to Trustee.

The election of the Company fo redeem any Securitics shall be evidenced by a Board
Resolution or in another manner specified as contemplated by Section 301 for such Securities. In
case of any redemption at the election of the Company the Company shall, at least 45 days prior to



the Redemption Date fixed by the Company (unless a shorter notice shall be satisfactory to the
Trustee}, notify the Trustee of such Redemption Date and of the principal amount of Securities of
such series to be redeemed. In the case of any redemption of Securities prior to the expiration of any
restriction on such redemption provided n the terms of such Securties or elsewhere in this
Indenture, the Company shall furnish the Trustee with an Officers’ Certificate evidencing
compliance with such restriction.

Section 1163, Selection by Trustee of Securities to Be Redeemed.

If less than all the Securities of any series are to be redeemed (unless all the Securities of
such series and of a specified tenor are to be redeemed or unless such redemption affects only a
single Security), the particular Securities to be redeemed shall be selected not more than 60 days
prior fo the Redemption Date by the Trustee, from the Outstanding Securities of such series not
previously called for redemption, by such method as the Trustee shall deem fair and appropriate and
which may provide for the selection for redemption of a portion of the principal amount of any
Security of such series, provided that the unredeemed postion of the principal amount of any
Security shall be in an authorized denomination (which shall not be less than the minimum
authorized denomination) for such Security. If less than all the Securities of such series are to be
redeemed (unless such redemption affects only a single Security), the particular Securities to be
redeemed shall be selected not moie than 60 days prior to the Redemption Date by the Trustee,
from the QOutstanding Securities of such series not prewously called for redemption in accordance
with the preceding sentence.

The Trustee shall promptly notify the Company in writing of the Securities selected for
redemption as aforesaid and, in case of any Securities selected for partial redemption as aforesaid,
the principal amount thereof to be redeemed.

The provisions of the two preceding paragraphs shall not apply with respect to any
redemption affecting only a single Security, whether such Security is to be redeemed in whole or in
part. In the case of any such redemption in part, the unredeemed portion of the principal amount of
the Security shall be in an authorized denomination (which shall not be less than the minimum
authorized denomination) for such Security.

For all purposes of this Indenture, unless the context otherwise requires, all provisions
relating to the redemption of Securities shall relate, in the case of any Securities redeemed or to be
redeemed only in part, to the portion of the principal amount of such Securities which has been or is
to be redeemed.

Section 1104. Notice of the Redemption.
Notice of redemsption shall be given by mail not less than 30 nor more than 60 days prior to

the Redemption Date, to each Holder of Securities to be redeemed, at his or her address appearing
in the Security Register.
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All notices of redemption shall identify the Secutities to be redeemed and shall state:
{1} the Redemption Date;
{2) the Redemption Price;

(3) if less than all the Outstanding Securities of any series consisting of more than a
single Secunty are to be redeemed, the 1dentification (and, in the case of partial redemption
of any such Securities, the principal amounts) of the particular Securities to be redeemed
and, if less than all the OGutstanding Securities of any series consisting of a single Security
are to be redeemed, the principal amount of the particular Security (o be redeemed;

{4) that on the Redemption Date the Redemption Price will become due and payable
upon each such Security o be redeemed and, if applicable, that interest thereon will cease to
accrue on and after said date;

(5) the place or places where each such Security is to be surrendered for payment of the
Redemption Price; and

(6) that the redemption is for a sinking fund, if such s the case.

Notice of redemption of Securities to be redeemed at the election of the Company shall be
given by the Company or, at the Company’s request, by the Trustee in the name and at the expense
of the Company and shall be irrevocable.

The notice if mailed in the manner herein provided shall be conclusively presumed to have
been given, whether or not the Holder receives such notice. In any case, failure to give such notice
by mail or any defect in the notice to the Holder of any Security designated for redemption as a
whole or in part shall not affect the validity of the proceedings for the redemption of any other
Security.

Section 1105. Deposit of Redemption Price.

On or before any Redemption Date, the Company shall deposit with the Trustee or with a
Paying Agent (or, if the Company is acting as its own Paying Agent, segregate and hold in trust as
provided in Section 1003} an amount of money sufficient to pay the Redemption Price of, and
(except if the Redemption Date shall be an Interest Payment Date) accrued interest on, all the
Securities which are to be redeemed on that date.

Section 1106. Securities Payable on Redemption Date.
Notice of redemption having been given as aforesaid, the Securities so to be redeemed shall,

on the Redemption Date, become due and payable at the Redemption Price therein specified, and
from and after such date (unless the Company shall default in the payment of the Redemption Price
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and accrued interest) such Securities shall cease to bear interest. Upon sumrender of any such
Security for redemption in accordance with said notice, such Security shall be paid by the Company
at the Redemption Price, together with accrued interest to the Redemption Date; provided, however,
that, unless otherwise specified as contemplated by Section 301, installments of interest whose
Stated Maturity is on or prior to the Redemption Date will be payable to the Holders of such
Securities, or one or more Predecessor Securities, registered as such at the close of business on the
relevant Record Dates according to their terms and the provisions of Section 307,

Section 1107. Securities Redeemed 10 Part.

Any Secuwiity which is to be redeemed only in part shall be sumendered at a Place of
Payment therefor (with, if the Company or the Trustee 50 requires, due endorsement by, or a written
instrument of transfer in form satisfactory to the Company and the Trustee duly executed by, the
Holder thereof or his or her attorney duly authorized in writing), and the Company shall execute,
and the Trustee shall authenticate and deliver to the Holder of such Security without setvice charge,
a new Security or Securities of the same series and of like tenor, of any authorized denomination as
requested by such Holder, in aggregate principal amount equal to and in exchange for the
unredeemed portion of the principal of the Security so surrendered; provided, however, that a
Depositary need not surrender a Global Security for a partial redemption and may be authorized to
make a notation on such Global Security of such partial redemption. In the case of a partial
redemption of a Global Security, the Depositary, and in furn, the participants in the Depositary shall
have the responsibility to select any Secunities to be redeemed by random lot.

ARTICLE TWELVE

Sinking Funds

Section 1201. Applicability of Article.

The provisions of this Asticle shall be applicable fo any sinking fund for the retirement of
Securities of any series except as otherwise specified as contemplated by Section 301 for such
Secuities.

The minimum amount of any sinking fund payment provided for by the terms of any
Securifies is herein veferred to as a "mandatory sinking fund payment"”, and any payment in excess
of such minimum amount provided for by the terms of such Securities is herein referred to as an
"optional sinking fund paymeant". If provided for by the terms of any Securities, the cash amount of
any sinking fund payment may be subject to reduction as provided in Section 1202. Each sinking
fund payment shall be applied fo the redemption of Securities as provided for by the terms of such
Securities. '

Section 1202, Satisfaction of Sinking Fund Payments with Securities.
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The Company (1) may deliver Outstanding Securities of a series (other than any previously
called for redemption) and (2) may apply as a credit Secunities of a series which have been
redeemed either at the election of the Company pursuant to the terms of such Securities or through
the application of permitted optional sinking fund payments pursuant to the terms of such
Securities, in each case in satisfaction of all or any part of any sinking fund payment with respect to
any Securities of such series required to be made pursuant to the terms of such Securities as and to
the extent provided for by the terrms of such Securities; provided that the Securities to be so credited
have not been previously so credited. The Securities to be so credited shall be received and credited
for such purpose by the Trustee at the Redemption Price, as specified in the Securities so to be
redeemed, for redemption through operation of the sinking fund and the amount of such sinking
fund payment shail be reduced accordingly.

Section 1203. Redemption of Securities for Sinking Fund.

Not less than 45 days prior to each sinking fund payment date for any Securities, the
Company will deliver to the Trustee an Officers' Certificate specifying the amount of the next
ensuing sinking fund payment for such Securities pursuant to the terms of such Securities, the
portion thereof, if any, which is to be satisfied by payment of cash and the pottion thereof, if any,
which is to be satisfied by delivering and crediting Securities pursuant to Section 1202 and will also
deliver to the Trustee any Securities (o be so delivered. Not less than 30 days prior to each such
sinking fund payment date, the Trustee shall select the Securities to be redeemed upon such sinking
fund payment dafe in the manner specified in Section 1103 and cause notice of the redemption
thereof to be given in the name of and at the expense of the Company in the manner provided in
Section 1104. Such notice having been duly given, the redemption of such Securities shall be made
upon the terms and in the manner stated in Sections 1106 and 1107,

ARTICLE THIRTEEN

Defeasance and Covenant Defeasance

Section 1301, Company's Option to Effect Defeasance or Covenant Defeasance.

The Company may elect, at its option at any time, to have Section 1302 or Section 1303
applied to any Securities or any series of Securities, as the case may be, designated pursuant to
Section 301 as being defeasible pursuant to such Section 1302 or 1303, in accordance with any
applicable requirements provided pursuant to Section 301 and upon compliance with the conditions
set forth below in this Article. Any such election shall be evidenced by a Board Resolution or in
another manner specified as contemplated by Section 301 for such Securities.

Section 1302. Defeasance and Discharge.
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Upon the Company's exercise of its option (if any) to have this Section applied to any
Securities or any series of Securities, as the case may be, the Company shall be deemed to have
been discharged from its obligations with respect to such Securities as provided in this Section on
and after the date the conditions set forth in Section 1304 are satisfied (hereinafier catled
“Defeasance”}. For this purpose, such Defeasance means that the Company shall be deemed to have
paid and discharged the entire indebtedness represented by such Secudties and to have satisfied all
its other obligations under such Securities and this Indenture insofar as such Securities are
concemed (and the Trustee, at the expense of the Company, shall execute proper instruments
acknowledging the same), subject to the following which shall survive until otherwise terminated or
discharged hereunder: (1) the rights of Holders of such Securities to receive, solely Som the trust
fund described in Section 1304 and as more fully set forth in such Section, payments in respect of
the principal of and any premium and interest on such Securities when payments are due, (2) the
Company's obligations with respect to such Secunities under Sections 304, 305, 306, 1002 and
1003, (3) the rights, powers, trusts, duties and snmunities of the Trustee hereunder and (4) this
Article. Subject to compliance with this Article, the Company may exercise its option (if any) to
have this Section applied to any Securities notwithstanding the prior exercise of its option (if any)
to have Section 1303 applied to such Securities.

Section 1303. Covenant Defeasance.,

Upon the Company's exercise of its option (if any) to have this Section applied to any
Securities or any series of Securities, as the case may be; (1) the Company shall be released from its
obligations under Section 801(3), Sections 1005 through 1006, inclusive, and any covenants
provided pursuant to Section 301(19), 901(2) or S0L(7) for the benefit of the Holders of such
Securities and {2} the occurrence of any event specified in Sections 501{4) (with respect to any of
Section 801(3), Sections 1005 through 1006, inclusive, and any such covenants provided pursuant
to Section 301(19), 901(2) or 901(7)), and 501(7) shall be deemed not to be or result in an Event of
Default in each case with respect to such Securities as provided in this Section on and afier the date
the conditions set forth in Section 1304 are satisfied (hereinafter cailed "Covenant Defeasance®).
For this purpose, such Covenant Defeasance means that, with respect to such Securities, the
Company may omit to comply with and shall have no liability in respect of any term, condition or
limitation set forth in any such specified Section {fo the extent so specified in the case of Section
501(4)) or Article Fourteen, whether directly or indirectly by reason of any reference elsewhere
herein to any such Section or Article or by reason of any reference in any such Section or Article to
any other provision herein or in any other document, but the remainder of this Indenture and such
Securities shall be unaffected thereby.

Section 1304. Conditions to Defeasance or Covenant Defeasance.

The following shall be the conditions to the application of Section 1302 or Section 1303 to
any Securities or any series of Securities, as the case may be:

(1) The Company shall irrevocably have deposited or caused to be deposited with the
Trustee (or another trustee which satisfies the requirements contemplated by Section 609
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and agrees to comply with the provistons of this Article applicable to it) as trust funds in
trust for the purpose of making the following payments, specifically pledged as security for,
and dedicated solely to, the benefit of the Holders of such Securities, (A) money in an
amount, or (B) U.S. Govemment Obligations which through the scheduled payment of
principal and interest in respect thereof in accordance with their terms will provide, not later
than one day before the due date of any payment, money in an amount, or (C) a combination
thereof, in each case sufficient, in the opinion of a firm of independent public accountants
expressed in a written certification thereof delivered to the Trustee, to pay and discharge,
and which shall be applied by the Trustee (or any such other qualifying trustee) to pay and
discharge, the principal of and any premium and interest on such Securities on the
respective Stated Maturities, in accordance with the terms of this Indenture and such
Securities. As used herein, "U.S. Government Obligation" means (x} any secunity which is
(i) a direct obligation of the United States of America for the payment of which the full faith
and credit of the United States of America is pledged or (i) an obligation of a Person
controlled or supervised by and acting as an agency or instrumentality of the United States
of America the payment of which is unconditionally guaranteed as a full faith and credit
obligation by the United States of America, which, in either case (i) or (ii), is not callable or
redeemable at the option of the issuer thereof, and (y) any depositary receipt issued by a
bank (as defined in Section 3(a)(2) of the Securities Act) as custodian with respect to any
U.S. Government Obligation which is specified in Clause (x) above and held by such bank
for the account of the holder of such depositary receipt, or with respect to any specific
payment of principal of or interest on any U.S. Government Obligation which is so
specified and held, provided that (except as” required by law) such custodian is not
authorized to make any deduction from the amount payable to the holder of such depositary
receipt from any amount received by the custodian in respect of the U.S. Government
Obligation or the specific payment of principal or interest evidenced by such depositary
receipt.

(2) In the event of an election to have Section 1302 apply to any Securities or any series
of Secunties, as the case may be, the Company shall have delivered to the Trustee an
Opinion of Counsel stating that (A} the Company has received from, or there has been
published by, the Internal Revenue Service a ruling or (B) since the date of this instrument,
there has been a change in the applicable Federal income tax law, in either case (A) or (B)
to the effect that, and based thereon such opinion shall confirm that, the Holders of such
Securities will not recognize gain or loss for Federal income tax purposes as a result of the
deposit, Defeasance and discharge to be effected with respect to such Securities and wilt be
subject to Federal income tax on the same amount, in the same manner and at the same
times as would be the case if such deposit, Defeasance and discharge were not to occur.

(3) Inthe event of an election to have Section 1303 apply to any Securities or any series
of Securities, as the case may be, the Company shall have delivered to the Trustee an
Opinion of Counsel to the effect that the Holders of such Securities will not recognize gain
or loss for Federal income tax purposes as a result of the deposit and Covenant Defeasance
to be effected with respect to such Securities and will be subject to Federal income tax on
the same amount, in the same manner and at the same times as would be the case if such
deposit and Covenant Defeasance were not to occur.
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-(4) The Company shall have delivered to the Trustee an Officers’ Cettificate to the
effect that neither such Securities nor any other Secunities of the same series, if then listed
on any securities exchange, will be delisted as a result of such deposit.

{5) No event which ts, or after notice or lapse of time or both would become, an Event
of Default with respect 1o such Securities or any other Securities shall have occurred and be
continuing at the time of such deposit or, with regard to any such event specified in Sections
501(5) and (6), at any time on or prior to the 90th day after the date of such deposit (it being
understood that this condition shall not be deemed satisfied until after such 9Gth day).

(6) Such Defeasance or Covenant Defeasance shall not cause the Trustee to have a
conflicting interest within the meaning of the Trust Indenture Act (assuming all Securities
are in default within the meaning of such Act).

(7) Such Defeasance or Covenant Defeasance shall not result in a breach or violation of,
or constitute a default under, any other agreement or instrument to which the Company is a
party or by which it is bound.

(8) Such Defeasance or Covenant Defeasance shall not result in the trust arising from
such deposit constituting an investment company within the meaning of the Investment
Company Act unless such trust shall be registered under such Act or exempt from
tegistration thereunder. -

(?) At the time of such deposit, (A) no default in the payment of any prncipal of or
premium or interest on any Senior Debt shalf have occurred and be continuing, (B) no event
of default with respect to any Senior Debt shall have resulted in such Senior Debt
becoming, and continwing to be, due and payable prior to the date on which it would
otherwise have become due and payable {unless payment of such Senior Debt has been
made or duly provided for), and {C) no other event of default with respect to any Senior
Debt shall have occurred and be continuing permitting (after notice or lapse of time or both)
the holders of such Senior Debyt (or a trustee on behalf of such holders) to declare such
Senior Debt due and payable prior to the date on which it would otherwise have become
due and payable.

(10) The Company shall have delivered to the Trustee an Officers’ Certificate and an
Opinion of Counsel, each stating that all conditions precedent with respect to such
Defeasance or Covenant Defeasance have been complied with.

Section 1305. Deposited Money and U.S. Govermment Obligations to Be Held in Trust
Miscellaneous Provisions.

Subject to the provisions of the last paragraph of Section 1003, all money and U.S.

Government Obligations (including the proceeds thereof) deposited with the Trustee or other
qualifying trustee (solely for purposes of this Section and Section 1306, the Trustee and any such
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other frustee are referred to collectively as the "Trustee”) pursuant to Section 1304 in respect of any
Securities ‘shall be held in trust and applied by the Trustee, in accordance with the provisions of
such Securities and this Indenture, to the payment, either directly or through any such Paying Agent
(including the Company acting as its own Paying Agent) as the Trustee may determine, to the
Holders of such Securities, of all sums due and to become due thereon in respect of principal and
any premium and interest, but money so held in trust need not be segregated from other funds
except to the extent required by law.

Money and U.S. Government Obligations so held in trust shall not be subject to the
provisions of Article Fourteen.

The Company shall pay and indemnify the Trustee against any tax, fee or other charge
imposed on or assessed against the U.S. Government Obligations deposited pursuant to Section
1304 or the principal and interest received in respect thereof other than any such tax, fee or other
charge which by law is for the account of the Holders of Outstanding Securities.

Anything in this Article to the contrary notwithstanding, the Trustee shall deliver or pay to
the Company from time to time upon Company Request any money or U.S. Government
Obligations held by it as provided in Section 1304 with respect to any Securities which, in the
opinion of 2 firm of independent public accountants expressed in a written cerfification thereof
delivered to the Trustee, are in excess of the amount thereof which would then be required to be
deposited to effect the Defeasance or Covenant Defeasance, as the case may be, with respect to
such Securities. *

Section 1306. Reinstatement.

If the Trustee or the Paying Agent is unable to apply any money in accordance with this
Asticle with respect to any Securities by reason of any order or judgment of any cowt or
goveramental authority enjoining, restraining or otherwise prohibiting such application, then the
obligations under this Indenture and such Securities from which the Company has been discharged
or released pursuant to Section 1302 or 1303 shall be revived and reinstated as though no deposit
had occurred pursuant to this Article with respect to such Securities, until such time as the Trustee
ot Paying Agent is permitted to. apply all money held in trust pursuant to Section 1305 with respect
to such Securities in accordance with this Article; provided, however, that if the Company makes
any payment of principal of or any premium or interest on any such Security following such
reinstatement of its obligations, the Company shall be subrogated to the nghts (if any) of the
Holders of such Securities to receive such payment from the money so held in trust.

ARTICLE FOURTEEN

Junior Subordinated Securities

Section 1401. Certain Securities Subordinate to Senior Debt.
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As provided pursuant to Section 30! or in a supplemental indenture, the Company may
issue one or more senies of Securities subject to the provisions of this Article Fourteen, and each
Holder of a Secunity of a series so issued ("Junior Subordinated Securities"), whether upon original
issue or upon transfer or assignment thereof, accepts and agrees to be bound by such provisions.

The payment of the principal of, premium, if any, and interest on all Junior Subordinated
Securities issued with respect to which this Article Fourteen applies shall, to the extent and in the
manner hereinafter set forth, be subordinate and subject in right of payment to the prior payment in
full of all Senior Debt, whether outstanding at the date of this Indenture or thereafter incurred.

No provision of this Article Fourteen shall prevent the occurrence of any default or Event of
Default hereunder.

Section 1402. Payment Over of Proceeds Upon Default.

In the event and during the continuation of any default in the payment of principal,
premium, interest or any other payment due on any Senior Debt continuing beyond the period of
grace, if any, specified in the instrument evidencing such Senior Debt, unless and until such default
shall have been cured or waived or shall have ceased to exist, or in the event that the maturity of
any Senior Debt has been accelerated because of a default, then no payment shall be made by the
Company with respect to the principat (including redemption and sinking fund payments) of, ox
premiurm, if any, or interest on the Junior Subordinated Securities.

In the event that, notwithstanding the foregoing, any payment shall be received by the
Trustee or any holder when such payment is prohibited by the preceding paragraph of this Section
1402, such payment shall be held in trust for the benefit of, and shall be paid over or delivered to,
the holders of Senior Debt or their respective representatives, or {0 the trustee or trustees under any
indenture pursuant to which any of such Senior Debt may have been issued, as their respective
interests may appear, but only to the extent that the holders of the Senior Debt (or their
representative or representatives or a trustee) notify the Trustee within 90 days of such payment of
the amounts then due and owing on the Senior Debt and only the amounts specified in such notice
to the Trustee shall be paid to the holders of Senior Debt.

Section 1403. Payment Over of Proceeds Upon Dissolution, Etc.

Upon any payment by the Company, or distribution of assets of the Company of any kind or
character, whether in cash, property or secunties, to creditors upon any dissolution or winding-up or
liquidation or reorganization of the Company, whether voluntary or involuntary or in bankrupicy,
insolvency, receivership or other proceedings, all amounts due or to become due upon all Senior
Debt shall first be paid in full, or payment thereof provided for in money in accordance with its
terms, before any payment is made on account of the principal (and premium, if any) or interest on
the Junior Subordinated Securities; and upon any such dissolution or winding-up or liquidation or
reorganization any payment by the Company, or distribution of assets of the Company of any kind
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or character, whether in cash, property or securitics, to which the Holders of the Junior
Subordinated Securities or the Trustee would be entitled, except for the provisions of this Article
Fourteen, shall be paid by the Company or by any receiver, trustee in bankruptcy, liquidating
trustee, agent or other person making such payment or distribution, or by the Holders of the Junior
Subordinated Securities or by the Trustee under this Indenture if received by them or it, directly to
the holders of Senior Debt (pro rata to such holders on the basis of the respective amounts of Senior
" Debt held by such holders, as calculated by the Company) or their representative or representatives,
or to the trustee or trustees under any indenture pursuant to which any instruments evidencing any
Senior Debt may have been issued, as their respective interests may appear, to the extent necessary
to pay all Senior Debt in full, in money or money's worth, after giving effect to any concument
payment or distribution to or for the holders of Senior Debt, before any payment or distribution is
made to the holders of Junior Subordinated Secucities or to the Trustee.

In the event that, notwithstanding the foregoing, any payment or distribution of assets of the
Company of any kind or character, whether in cash, property or securities, prohibited by the
foregoing, shall be received by the Trustee or the holders of the Junior Subordinated Securities
before all Senior Debt is paid in full, or provision is made for such payment tn money in accordance
with its terms, such payment or distribution shall be held in trust for the benefit of and shall be paid
over or delivered to the holders of Senior Debt or their representative or representatives, or to the
trustee or trustees under any indenture pursuant to which any instruments evidencing any Senior
Debt may have been tssued, as their respective interests may appear, as calculated by the Company,
for application to the payment of all Senior Debt remaining unpaid to the extent necessary to pay all
Senior Debt in full in money in accordance with its terms, after giving effect to any concument
payment or distribution to or for the holders of such Senior Debt.

For purposes of this Article Fourteen, the words, “cash, property or securities” shall not be
deemed (o include shares of stock of the Company as reorganized or readjusted, or securities of the
Company or any other corporation provided for by a plan of reorganization or readjustment, the
payment of which is subordinated at least to the extent provided in this Asticle Fourteen with
respect to the Junior Subordinated Securities to the payment of all Senior Debt which may at the
time be outstanding; provided that (i) the Senior Debt is assumed by the new corporation, if any,
resulting from any such reorganization or readjustment, and (ii) the rights of the holders of the
Senior Debt are not, without the consent of such holders, altered by such reorganization or
readjustment. The consolidation of the Company with, or the merger of the Company into, another
corporation or the liquidation or dissolution of the Company following the conveyance or transfer
of its property as an entirety, or substantially as an entirety, to another corporation upon the terms
and conditions provided for in Article Eight hereof shall not be deemed a dissolution, winding-up,
liquidation or reorganization for the proposes of this Section 1403 if such other corporation shall, as
a part of such consolidation, merger, conveyance or transfer, comply with the conditions stated in
Axticle Eight hereof. Nothing in Section 1402 or in this Section 1403 shall apply to claims of, or
payments to, the Trustee under or pursuant to Section 607.

Section 1404. Subrogation to Rights of Holders of Senior Debt.

Subject to the payment in full of all Senior Debt, the rights of the holders of the Junior
Subordinated Securities shall be subrogated to the rights of the holders of Senior Debt to receive
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payments or distributions of cash, property or secunities of the Company applicable to the Senior
Debt; and, for the purposes of such subrogation, no payment or distributions to the holders of the
Senior Debt of any cash, property or securities to which the holders of the Junior Subordinated
Securities or the Trustee would be entitled except for the provisions of this Article Fourteen, and no
payment over pursuant to the provisions of this Article Fourteen, to or for the benefit of the holders
of Senior Debt by holders of the Junior Subordinated Securities or the Trustee, shall, as between the
Company, its creditors other than holders of Semior Debt, and the Holders of the Junior
Subordinated Securities, be deemed to be a payment by the Company to or on account of the Senior
Debt. It is understood that the provisions of this Article Fourteen are and are intended solely for the
purposes of defining the relative rights of the holders of the Junior Subordinated Securities, on the
one hand, and the holders of the Senior Debt on the other hand.

Nothing coatained in this Arsticle Fourteen or elsewhere in this Indenture or in the Junior
Subordinated Securities is intended to or shall impair, as between the Company, its creditors other
than the holders of Senior Debt, and the holders of the Junior Subordinated Securities, the
obligation of the Company, which s absolute and unconditional, to pay to the holders of the Junior
Subordinated Securities the principal of (and premium, if any) and interest on the Junior
Subordinated Securities as and when the same shall become due and payable in accordance with
their terms, or is infended to or shall affect the relative rights of the holders of the Junior
Subordinated Securities and creditors of the Company other than the holders of the Senior Debt, nor
shall anything herein or therein prevent the Trustee or the holder of any Junior Subordinated
Security ffom exercising all remedies otherwise permitted by applicabie law upon default under this
Indenture, subject to the rghts, if any, under this Article Fourteen of the holders of Senior Debt in
respect of cash, property or securities of the Company received upon the exercise of any such
remedy.

Upon any payment or distribution of assets of the Company referred to in this Article
Fourteen, the Trustee, subject to the provision of Article Six, and the Holders of the Junior
Subordinated Securities shall be entitled to rely upon any order or decree made by any court of
competent jurisdiction in which such dissolution, winding-up, Hquidation or reorganization,
liquidation or reorganization proceedings are pending, or a certificate of the receiver, trustee in
bankruptey, liquidation trusice, agent or other person making such payment or distribution,
delivered to the Trustee or to the Holders of the Junior Subordinated Securities, for the purposes of
ascertaining the persons enfitled to participate in such distribution, the holders of the Senior Debt
and other indebtedness of the Company, the amount hereof or payable thereon, the amount or
amounts paid or distributed thereon and all other facts pertinent thereto or to this Article Fourteen.

Section 1405. Trustee to Effectuate Subordination.

Each Holder of a Junior Subordinated Security by his or her acceptance thereof authorizes
and directs the Trustee in his or her behalf to take such action as may be necessary or appropriate to
effectuate the subordination provided in this Article Fourteen and appoints the Trustee hig or her
attorney-in-fact for any and all such purposes.
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Section 1406. Notice to Trustee.

The Company shall give prompt written notice to a Responsible Officer of the Trustee of
any fact known to the Company which would prohibit the making of any payment of monies to or
by the Trustee in respect of the Junior Subordinated Securities pursuant to the provisions of this
Article Fourteen. Notwithstanding the provisions of this Article Fourteen or any other provision of
this Indenture, the Trustee shall not be charged with knowledge of the existence of any facts which
would prohibit the making of any payment of monies to or by the Trustee in respect of the Junior
Subordinated Securities pursuant to the provisions of this Article Fourteen, unless and unti] 2
Responsible Officer of the Trustee shall have received written notice thereof at the Principal Office
of the Trustee from the Company or a holder or holders of Senior Debt or from any trustee therefor;,
and before the receipt of any such written notice, the Trustee, subject to the provisions of Article
Six, shall be entitled in all respects to assume that no such facts exist; provided, however, that if the
Trustee shall not have received the notice provided for in this Section 1406 at least two Business
Days prior to the date upon which by the tenins hereof any money may become payable for any
purpose (including, without limitation, the payment of the principal of {or premium, if any) or
interest on any Junior Subordinated Security), then, anything herein contained to the contrary
notwithstanding, the Trustee shall have full power and authority to receive such money and to apply
the same to the purposes for which they were received, and shall not be affected by any notice to the
contrary which may be received by it within two Business Days prior to such date.

The Trusiee, subject to the provisions of Article Six, shall be entitled to rely on the delivery
to it of a written notice by a person representing himself to be 2 holder of Senior Debt (or a trustee
on behalf of such holder)} to establish that such notice has been given by a holder of Senior Debt or
a frustee on behalf of any such holder or holders. In the event that the Trustee determines in good
faith that further evidence is required with respect to the right of any person as a holder of Senior
Debt to participate in any payment or distribution pursuant to this Article Fourteen, the Trustee may
request such person to furnish evidence to the rcasonable satisfaction of the Trustee as to the
amount of Senior Debt held by such Person, the extent to which such person is entitled to
participate in such payment or distribution and any other facts pertinent to the rights of such person
under this Article Fourteen, and if such evidence is not fumished the Trustee may defer any
payment to such person pending judicial determination as to the right of such person to receive such
payment.

Section 1407. Rights of Trustee as Holder of Senior Debt; Preservation of Trustee's Rights.

The Trustee in its individual capacity shall be entitled to all the rights set forth in this
Article Fourteen in respect of any Senior Debt at any time held by it, to the same extent as any other
holder of Senior Debt, and nothing in this Indenture shall deprive the Trustee of any of its rights as

such holider.

Nothing in this Article Fourteen shall apply to claims of, or payments to, the Trustee under
or pursuant to Section 607.
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Section 1408. No Waiver of Subordination Provisions.

No tight of any present or future holder of any Senior Debt to enforce subordination as
herein provided shall at any time in any way be prejudiced or impaired by any act or failure to act
on the part of the Company or by any act or failure to act, in good faith, by any such holder, or by
any noncompliance by the Company with the terms, provisions and covenants of this Indenture,
regardless of any knowledge thereof which any such holder may have or otherwise be charged with.

Without in any way limating the generslity of the foregoing paragraph, the holders of Senior
Debt may, at any time and from tme to time, without the consent of or notice to the Trustee or the
holders of the Junior Subordinated Securities, without incurming responsibility to the holders of the
Junior Subordinated Securities and without impairing or releasing the subordination provided in
this Article or the obligations hercunder of the holders of the Junior Subordinated Securities to the
holders of Senior Debt, do any one or more of the following: (i) change the manner, place or terms
of payment or extend the tine of payment of, or renew or alter, Senior Debt, or otherwise amend or
supplement in any manner Senjor Debt or any instrument evidencing the same or any agreement
under which Senior Debt is outstanding; (i1} sell, exchange, release or otherwise deal with any
propetty pledged, mortgaged or otherwise securing Senior Debt; (iii) release any person liable in
any manner for the collection of Senior Debt; and (iv) exercise or refrain from exercising any rights
against the Company and any other person.




This instrument may be executed in any number of counterparts, each of which so executed
shall be deemed to be an original, but all such counterparts shall together constitute but one and the
same instrument.

[n Witness Whereof, the parties hereto have caused this Indenture to be duly executed as of
the day and year first above written.

THE UNION LIGHT, HEAT AND POWER
COMPANY

BY o N unsole, o [ Resrnidddep
Wendy L. Aundiller
Treasurer

DEUTSCHI/BANK TRUST COMPANY AMERICAS
as Trustee

By

Géorge'F. Kubin
Vice President
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THIS FIRST SUPPLEMENTAL INDENTURE, dated as of March 7, 2006, is between
The Union Light, Heat and Power Company, a corporation duly organized and existing under the
laws of the State of Kentucky (the “Company™), having its principal office at 139 East Fourth
Street, Cincinnati, Ohio 45202, and Deutsche Bank Trust Company Americas, as Trustee (the
“Trustee™) under the Indenture, dated as of December 1, 2004, between the Company and the
Trustee, as supplemented (the “Indenture”).

Recitals of the Company

The Company has executed and delivered the Indenture to the Trustee to provide for the
issuance from time to time of its unsecured debentures, notes or other evidences of indebtedness
(the “Securities”), to be issued in one or more series as provided in the Indenture.

Pursuant to the terms of the Indenture, the Company desires to provide for the
establishment of two new series of its Securities to be known as its 5.75% Debentures due 2016
(“Series A”) and its 6.2% Debentures due 2036 (“Series B”) and collectively, the “Debentures™),
in this First Supplemental Indenture. '

All things necessary to make this First Supplemental Indenture a valid agreement of the
Company have been done.

Now, therefore, this First Supplemental Indenture Witnesseth:

For and in consideration of the premises and the purchase of the Debentures by the Initial
Purchasers and the Holders thereof, it is mutually agreed, for the equal and proportionate benefit
of all Holders of the Debentures, as follows:

ARTICLE ONE
Terms of the Debentures

Section 101. There is hereby authorized a series of Securities designated the “5.75%
Debentures due 2016” and a series of Securities designated the “6.2% Debentures due 2036™)
(Series A and Series B, respectively). Series A and Series B shall mature and the principal shall
be due and payable together with all accrued and unpaid interest thereon on March 10, 2016 and
March 10, 2036, respectively, and both series shall be issued in the form of a registered Global
Security without coupons, registered in the name of Cede & Co., as nominee of The Depository
Trust Company, as the Depositary (the “Depositary”).

Series A and Series B shall be limited in aggregate principal amount to $50,000,000 and
$65,000,000, respectively, except as provided in Section 301(2) of the Indenture.

Section 102. The provisions of Section 305 of the Indenture applicable to Global
Securities shall apply to the Debentures. The Company hereby designates The Depository Trust



Company to act as the Depositary for the Global Securities representing the Debentures. In lieu
of clause (2) under Section 305, the following provision shall apply to the Debentures:

Notwithstanding any provision in this Indenture, no Global Security may be exchanged in
whole or in part for Debentures registered, and no transfer of a Global Security in whole or in
part may be registered, in the name of any Person other than the Depositary for such Global
Security or a nominee thereof unless (A) the Depositary has notified the Company that it is
unwilling or unable to continue as Depositary for such Global Security or has ceased to be a
clearing agency registered under the Exchange Act, and a successor Depositary is not appointed
within 90 days; (B) an Event of Default has occurred and is continuing with respect to the
Debentures; or (C) the Company in its sole discretion determines not to have any of the
Debentures represented by a Global Security.

A Global Security representing a Debenture may not be exchanged for another Debenture
other than as provided in Section 305 of the Indenture; however, beneficial interests in a Global
Security representing a Debenture may be transferred and exchanged as provided in Section 103
of this First Supplemental Indenture.

Section 103. (a) Certain Definitions. For purposes of this Section 103, except as
otherwise expressly provided or unless the context otherwise requires:

"Applicable Procedures" means, with respect to any transfer or exchange of or for
beneficial interests in any Global Debenture, the rules and procedures of the Depositary that
apply to such transfer or exchange.

"Global Debenture" means a Global Security representing Debentures.

"Indirect Participant" means a Person who holds a beneficial interest in a Global
Debenture through a Participant.

"Initial Purchasers" means KeyBanc Capital Markets, a division of McDonald
Investments Inc. and LaSalle Financial Services, Inc.

"Participant" means a Person who has an account with the Depositary.

"Private Placement Legend" means the legend set forth in Section 103(d)(i) of this First
Supplemental Indenture to be placed on all Debentures except where otherwise permitted by the
provisions of this First Supplemental Indenture.

"QIB" means a "qualified institutional buyer" as defined in Rule 144A.

"Restricted Global Debenture” means a Global Debenture bearing the Private Placement
Legend.

"Rule 144" means Rule 144 promulgated under the Securities Act.

"Rule 144A" means Rule 144A promulgated under the Securities Act.



"Successor Security" of any particular Debenture means every Debenture issued after,
and evidencing all or a portion of the same debt as that evidenced by, such particular Debenture;
and for purposes of this definition, any Debenture authenticated and delivered under Section 306
of the Indenture in exchange for or in lieu of a mutilated, destroyed, lost or stolen Debenture
shall be deemed to evidence the same indebtedness as the mutilated, destroyed, lost or stolen
Debenture. '

"Unrestricted Global Debenture" means a permanent Global Debenture in the form
specified in Article Two of this First Supplemental Indenture that represents Debentures that do
not bear the Private Placement Legend.

(b) Transfer and Exchange of Beneficial Interests in the Global Debentures. The transfer
of beneficial interests in the Global Debentures shall be effected through the Depositary, in
accordance with the provisions of this Section 103 and the Applicable Procedures. Beneficial
interests in the Restricted Global Debentures shall be subject to restrictions on transfer
comparable to those set forth herein to the extent required by the Securities Act. Transfers of
beneficial interests in the Global Debentures also shall require compliance with either
subparagraph (i) or (ii) below, as applicable, as well as one or more of the other following
subparagraphs, as applicable:

(i) Transfer of Beneficial Interests in the Same Global Debenture. Beneficial
interests in any Restricted Global Debenture may be transferred to Persons who take
delivery thereof in the form of a beneficial interest in the same Restricted Global
Debenture in accordance with the transfer restrictions set forth in the Private Placement
Legend. Beneficial interests in any Unrestricted Global Debenture may be transferred to
Persons who take deliver thereof in the form of a beneficial interest in an Unrestricted
Global Debenture. No written orders or instructions shall be required to be delivered to
the Security Registrar to effect the transfers described in this Section 103(b)(i).

(ii) All_Other Transfers of Beneficial Interests in Global Debentures. In
connection with all transfers of beneficial interests that are not subject to Section
103(b)(i) above, the transferor of such beneficial interest must deliver to the Security
Registrar either (A)(1) a written order from a Participant or an Indirect Participant given
to the Depositary in accordance with the Applicable Procedures directing the Depositary
to credit or cause to be credited a beneficial interest in another Global Debenture in an
amount equal to the beneficial interest to be transferred or exchanged and (2) instructions
given in accordance with the Applicable Procedures containing information regarding the
Participant account {0 be credited with such increase. Upon satisfaction of all of the
requirements for transfer or exchange of beneficial interests in Global Debentures
contained in this Section 103 and the Debentures or otherwise applicable under the
Securities Act, the Trustee shall adjust the principal amount of the relevant Global
Debenture(s) pursuant to Section 103(c} of this First Supplemental Indenture.

(it} Transfer of Beneficial Interests 10 Another Restricted Global Debenfure. A
beneficial interest in any Restricted Global Debenture may be transferred to a Person who




takes delivery thereof in the form of a beneficial interest in another Restricted Global
Debenture if the transfer complies with the requirements of Section 103(b)(ii} above and
the Security Registrar receives a certificate in the form of Exhibit A to this First
Supplemental Indenture, including the certifications in item (1) thereof.

(iv) Transfer and Exchange of Beneficial Interests in a Restricted Global
Debenture for Beneficial Interests in the Unrestricted Global Debenture. A beneficial
interest in any Restricted Global Debenture may be exchanged by any holder thereof for a
beneficial interest in an Unrestricted Global Debenture or transferred o a Person who
takes delivery thereof in the form of a beneficial interest in an Unrestricted Global
Debenture if the exchange or transfer complies with the requirements of Section
103(b)(ii) above and the Security Registrar receives the following:

(A) if the holder of such beneficial interest in a Restricted Global
Debenture proposes to exchange such beneficial interest for a beneficial interest
in an Unrestricted Global Debenture, a certificate from such holder in the form of
Exhibit B to this First Supplemental Indenture, including the certifications in the
third paragraph thereof; or

(B) if the holder of such beneficial interest in a Restricted Global
Debenture proposes to transfer such beneficial interest to a Person who shall take
delivery thereof in the form of a beneficial interest in an Unrestricted Global
Debenture, a certificate from such holder in the form of Exhibit A to this First
Supplemental Indenture;

and, in each such case if the Company or the Security Registrar so requests or if the
Applicable Procedures so require, an Opinion of Counsel in form reasonably acceptable
to the Company and the Security Registrar to the effect that such exchange or transfer is
in compliance with the Securities Act and that the restrictions on transfer contained
herein and in the Private Placement Legend are no longer required in order to maintain
compliance with the Securities Act.

If any such transfer is effected at a time when an Unrestricted Global Debenture has not
yet been issued, the Company shall issue and the Trustee shall authenticate, pursuant to a
Company order, one or more Unrestricted Global Debentures in an aggregate principal
amount equal to the aggregate principal amount of beneficial interests transferred
pursuant to subparagraph (A) or (B) above.

Beneficial interests in an Unrestricted Global Debenture cannot be exchanged for, or
transferred to Persons who take delivery thereof in the form of, a beneficial interest in a
Restricted Global Debenture.

(¢) Cancellation and/or Adjustment of Global Debentures. At such time as all beneficial
interests in a particular Global Debenture have been exchanged for Definitive Debentures or a
particular Global Debenture has been redeemed, repurchased or canceled in whole and not in
part, each such Global Debenture shall be returned to or retained and canceled by the Trustee in
accordance with Section 309 of the Indenture. At any time prior to such cancellation, if any




beneficial interest in a Global Debenture is exchanged for or transferred to a Person who will
take delivery thereof in the form of a beneficial interest in another Global Debenture, the
principal amount of Debentures represented by such Global Debenture shall be reduced
accordingly and an endorsement shall be made on such Global Debenture by the Trustee or by
the Depositary at the direction of the Trustee to reflect such reduction; and if the beneficial
interest is being exchanged for or transferred to a Person who will take delivery thereof in the
form of a beneficial interest in another Global Debenture, such other Global Debenture shall be
increased accordingly and an endorsement shall be made on such Global Debenture by the
Trustee or by the Depositary at the direction of the Trustee to reflect such increase.

(d) Form of Additional Legends. In addition to any legends required by Article Two of
this First Supplemental Indenture, the following legends shall appear on the face of all
Debentures (including Global Debentures) issued under this First Supplemental Indenture unless
otherwise provided in this First Supplemental Indenture.

(i) Private Placement Legend. Except as otherwise provided in Section 103(c),
each Debenture and Successor Security shall bear a legend in substantially the following
form:

"THIS DEBENTURE (OR ITS PREDECESSOR) HAS NOT BEEN REGISTERED
UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES
ACT™), AND, ACCORDINGLY, MAY NOT BE OFFERED, SOLD, PLEDGED OR
OTHERWISE TRANSFERRED, EXCEPT AS SET FORTH IN THE NEXT
SENTENCE. BY ITS ACQUISITION HEREOF OR OF A BENEFICIAL INTEREST
HEREIN, THE HOLDER: (1) REPRESENTS THAT IT IS A "QUALIFIED
INSTITUTIONAL BUYER" (AS DEFINED IN RULE 144A UNDER THE
SECURITIES ACT) (A "QIB"), AND (2) AGREES THAT IT WILL NOT RESELL OR
OTHERWISE TRANSFER THIS DEBENTURE EXCEPT (A) TO THE COMPANY
OR ANY OF ITS SUBSIDIARIES, (B) TO A PERSON WHOM THE SELLER
REASONABLY BELIEVES IS A QIB PURCHASING FOR ITS OWN ACCOUNT OR
FOR THE ACCOUNT OF A QIB IN A TRANSACTION MEETING THE
REQUIREMENTS OF RULE 144A, (C) IN A TRANSACTION MEETING THE
REQUIREMENTS OF RULE 144 UNDER THE SECURITIES ACT, OR (D)
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT AND, IN EACH
CASE, IN ACCORDANCE WITH THE APPLICABLE SECURITIES LAWS OF ANY
STATE OF THE UNITED STATES OR ANY OTHER APPLICABLE JURISDICTION
AND (3) AGREES THAT IT WILL DELIVER TO EACH PERSON TO WHOM THIS
DEBENTURE OR AN INTEREST HEREIN IS TRANSFERRED A NOTICE
SUBSTANTIALLY TO THE EFFECT OF THIS LEGEND. THE FIRST
SUPPLEMENTAL INDENTURE CONTAINS A PROVISION REQUIRING THE
TRUSTEE TO REFUSE TO REGISTER ANY TRANSFER OF THIS DEBENTURE IN
VIOLATION OF THE FOREGOING."

Section 104. Interest on each of the Debentures shall be payable semiannually on March
10 and September 10 of each year (each an “Interest Payment Date”), commencing on September
10, 2006, at the rate per annum specified in Series A and Series B from March 10, 2006, or from



the most recent Interest Payment Date to which interest has been paid or duly provided for. The
interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will
‘be paid to the Person in whose name such Debenture is registered at the close of business on the
Regular Record Date for such interest, which shall be the Business Day immediately preceding
such Interest Payment Date. The amount of interest payable for any period will be computed on
the basis of a 360-day year of twelve 30-day months. As used herein, “Business Day” means
any day other than a Saturday or Sunday or a day on which banking institutions in New York,
New York are authorized or obligated by law or executive order to be closed.

Section 105, Subject to agreements with or the rules of the Depositary or any successor
book-entry security system or similar system with respect to Global Securities, payments of
interest will be made by check mailed to the Holder of each Debenture at the address shown in
the Security Register, and payments of the principal amount of each Debenture will be made at
maturity by check against presentation of the Debenture at the office or agency of the Trustee.

Section 106. The Debentures shall be issued in denominations of $1,000 or any integral
multipie of $1,000.

Section 107, Principal, premium, if any, and interest on the Debentures shall be payable
in the coin or currency of the United States of America, which, at the time of payment, is legal
tender for public and private debts.

Section 108. The Debentures shall be subject to defeasance and covenant defeasance, at
the Company's option, as provided for in Sections 1302 and 1303 of the Indenture.

Section 109. Subject to the terms of Article Eleven of the Indenture, the Company shall
have the right to redeem the Debentures, at any time in whole or from time to time in part, as
provided in the form of the Debentures herein below set forth. If the Company redeems the
Debentures, the Company shall provide prompt notice of the Make-Whole Amount to the
Trustee upon its calculation as provided in the Debentures, providing the basis of its computation
in such notice in reasonable detail, and upon receipt of such notice the Trustee shall notify the
Depositary.

ARTICLE TWO
Form of the Debentures

Section 201. Debentures offered and sold by the Initial Purchasers in reliance on Rule 114A
shall be issued in the form of one or more Restricted Global Debentures, substantially in the
form set forth in this Article Two, deposited upon issuance with the Trustee, as custodian for the
Depositary, registered in the name of the Depositary or its nominee, in each case for credit to an
account of a direct or indirect Participant, duly executed by the Company and authenticated by
the Trustee as provided in the Indenture and this First Supplemental Indenture. The aggregate
principal amount of the Restricted Global Debentures may from time to time be increased or



decreased by adjustments made on the records of the Trustee, as custodian for the Depositary or
its nominee, as provided in the Indenture and this First Supplemental Indenture.

[THE REMAINDER OF THIS PAGE HAS BEEN LEFT BLANK INTENTIONALLY ]



(FORM OF FACE OF DEBENTURE ~ SERIES A)

No. R- $50,000,000

CUSIP No.: 906888 AR 3
ISIN No.: US906888AR38

THE UNION LIGHT, HEAT AND POWER COMPANY

5.75% DEBENTURES DUE 2016 (SERIES A)

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE
OF THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (“DTC™), TO
ISSUER OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR
PAYMENT AND SUCH CERTIFICATE ISSUED IS REGISTERED IN THE NAME OF
CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE
OF DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

fTHIS DEBENTURE (OR ITS PREDECESSOR}) HAS NOT BEEN REGISTERED UNDER
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), AND,
ACCORDINGLY, MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED, EXCEPT AS SET FORTH IN THE NEXT SENTENCE. BY I[TS
ACQUISITION HEREOF OR OF A BENEFICIAL INTEREST HEREIN, THE HOLDER: (1)
REPRESENTS THAT IT IS A "QUALIFIED INSTITUTIONAL BUYER" (AS DEFINED IN
RULE 144A UNDER THE SECURITIES ACT) (A "QIB"), AND (2) AGREES THAT IT WILL
NOT RESELL OR OTHERWISE TRANSFER THIS DEBENTURE EXCEPT (A) TO THE
COMPANY OR ANY OF ITS SUBSIDIARIES, (B) TO A PERSON WHOM THE SELLER
REASONABLY BELIEVES IS A QIB PURCHASING FOR ITS OWN ACCOUNT OR FOR
THE ACCOUNT OF A QIB IN A TRANSACTION MEETING THE REQUIREMENTS OF
RULE 144A, (C) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144
UNDER THE SECURITIES ACT, OR (D) PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT AND, IN EACH CASE, IN ACCORDANCE WITH THE
APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY
OTHER APPLICABLE JURISDICTION AND (3) AGREES THAT IT WILL DELIVER TO
EACH PERSON TO WHOM THIS DEBENTURE OR AN INTEREST HEREIN IS
TRANSFERRED A NOTICE SUBSTANTIALLY TO THE EFFECT OF THIS LEGEND, THE
FIRST SUPPLEMENTAL INDENTURE CONTAINS A PROVISION REQUIRING THE
TRUSTEE TO REFUSE TO REGISTER ANY TRANSFER OF THIS DEBENTURE IN
VIOLATION OF THE FOREGOING. ]



THE UNION LIGHT, HEAT AND POWER COMPANY, a corporation duly organized
and existing under the laws of the Commonwealth of Kentucky (herein called the “Company”,
which term includes any successor Person under the Indenture hereafter referred to), for value
received, hereby promises to pay to CEDE & CO., or registered assigns, the principal sum of
Fifty Million and No/100 Dollars ($50,000,000) on March 10, 2016, and to pay interest thereon
from March 10, 2006, or from the most recent Interest Payment Date to which interest has been
paid or duly provided for, semiannually, on March 10 and September 10 in each year,
commencing September 10, 2006, at the rate of 5.75% per annum, until the principal hereof is
paid or made available for payment. The amount of interest payable on any Interest Payment
Date shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so
payable, and punctually paid or duly provided for, on any Interest Payment Date will, as
provided in the Indenture, be paid to the Person in whose name this Security (or one or more
Predecessor Securities) is registered at the close of business on the Record Date for such interest,
which shall be the Business Day immediately preceding such Interest Payment Date. Any such
interest not so punctually paid or duly provided for will forthwith cease to be payable to the
Holder on such Regular Record Date and may either be paid to the Person in whose name this
Security (or one or more Predecessor Securities) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice
whereof shall be given to Holders of Securities of this series not less than 10 days prior to such
Special Record Date, or be paid at any time in any other lawful manner not inconsistent with the
requirements of any securities exchange on which the Securities of this series may be listed, and
upon such notice as may be required by such exchange, all as more fully provided in the
Indenture.

Payment of the principal of (and premium, if any) and interest on this Security will be
made at the corporate trust office of the Trustee maintained for that purpose in the City of New
Yotk, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the
Company payment of interest may be made by check mailed to the address of the Person entitled
thereto as such address shall appear in the Security Register.

Any payment on this Security due on any day which is not a Business Day in the City of
New York need not be made on such day, but may be made on the next succeeding Business Day
with the same force and effect as if made on the due date and no interest shall accrue for the
period from and after such date, unless such payment is a payment at maturity or upon
redemption, in which case interest shall accrue thereon at the stated rate for such additional days.

As used herein, “Business Day” means any day other than a Saturday or Sunday or a day
on which banking institutions in New York, New York are authorized or obligated by law or
executive order to be closed.

Reference is hereby made to the further provisions of this Security set forth on the
reverse hereof, which further provisions shall for all purposes have the same effect as if set forth
at this place.



Unless the certificate of authentication hereon has been executed by the Trustee referred
to on the reverse hereof by manual signature, this Security shall not be entitled to any benefit
under the Indenture or be valid or obligatory for any purpose.

In Witness Whereof, the Company has caused this instrument to be duly executed.

THE UNION LIGHT, HEAT AND POWER COMPANY

By:
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CERTIFICATE OF AUTHENTICATION

Dated:

This is one of the Securities of the series designated therein referred to in the
within-mentioned Indenture.

DEUTSCHE BANK TRUST COMPANY AMERICAS, Trustee

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

Authorized Signatory

(FORM OF REVERSE OF DEBENTURE)

This Security is one of a duly authorized issue of securities of the Company (herein
called the “Securities™), issued and to be issued in one or more series under an Indenture, dated
as of December 1, 2004, as supplemented by the First Supplemental Indenture dated as of March
7, 2006 (the “Indenture™), between the Company and Deutsche Bank Trust Company Americas,
as Trustee (herein called the “Trustee”, which term includes any successor trustee under the
Indenture), and reference is hereby made to the Indenture for a statement of the respective rights,
limitations of rights, duties and immunities thereunder of the Company, the Trustee and the
Holders of the Securities and of the terms upon which the Securities are, and are to be,
authenticated and delivered. This Security is one of the series designated on the face hereof,
which series is issuable without limitation as to the aggregate principal amount thereof.

The Company has the right to redeem the Securities, in whole or from fime to time in
part, until maturity (such redemption, a “Make-Whole Redemption,” and the date thereof, the
“Redemption Date™) at a redemption price equal to the sum of (i) the principal amount of the
Securities being redeemed plus accrued and unpaid interest thereon to the Redemption Date, and
(ii) the Make-Whole Amount (as defined below), if any, with respect to the Securities being
redeemed.

“Make-Whole Amount” means the excess, if any, of (i) the sum, as determined by a
Quotation Agent, of the present value of the principal amount of the Securities to be redeemed,
together with scheduled payments of interest thereon from the Redemption Date to March 10,
2016 (in each case not including any portion of such payments of interest accrued as of the
Redemption Date), in each case discounted to the Redemption Date on a semi-annual basis
(assuming a 360-day year consisting of twelve 30-day months) at the Adjusted Treasury Rate
over (1) 100% of the principal amount on the Redemption Date of the Securities to be redeemed.

“Adjusted Treasury Rate” means, with respect to any Redemption Date for a Make-
Whole Redemption, the rate per annum equal to the semi-annual equivalent yield to maturity of
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the Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for
such Redemption Date, calculated on the third Business Day preceding the Redemption Date,
plus in each case 0.20% (20 basis points).

“Comparable Treasury Issue” means the United States Treasury security selected by the
Quotation Agent as having a maturity comparable to the remaining term from the Redemption
Date to the Stated Maturity of the Securities that would be utilized, at the time of selection and in
accordance with customary financial practice, in pricing new issues of corporate debt securities
of comparable maturity to the remaining term of the Securities.

“Quotation Agent” means the Reference Treasury Dealer selected by the Company after
consultation with the Trustee. “Reference Treasury Dealer” means a primary U.S. Government
securities dealer.

“Comparable Treasury Price” means, with respect to any Redemption Date for a Make-
Whole Redemption, (i) the average of the bid and asked prices for the Comparable Treasury
Issue (expressed in each case as a percentage of its principal amount) on the third Business Day
preceding such Redemption Date, as set forth in the daily statistical release designated “H.15”
(or any successor release) published by the Board of Governors of the Federal Reserve System or
(ii) if such release (or any successor release) is not published or does not contain such prices on
such Business Day, (A) the average of the Reference Treasury Dealer Quotations for such
Redemption Date, after excluding the highest and lowest of such Reference Treasury Dealer
Quotations, or (B) if the Trustee is provided fewer than three such Reference Treasury Dealer
Quotations, the average of such Quotations.

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury
Dealer and any Redemption Date for a Make-Whole Redemption, the average of the bid and
asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the Company and the Trustee by such Reference Treasury
Dealer at 5:00 p.m., New York City time, on the third Business Day preceding such Redemption
Date.

Notice of any redemption by the Company will be mailed at least 30 days but not more
than 60 days before any Redemption Date to each Holder of Securities to be redeemed. If less
than all the Securities are to be redeemed at the option of the Company, the Depositary shall
select the Securities to be redeemed in accordance with its standard procedures.

Unless the Company defaults in payment of the Redemption Price, on and after any
Redemption Date, interest will cease to accrue on the Securities or portions thereof called for
redemption.

The Indenture contains provisions for defeasance at any time of the entire indebtedness of

this Security or certain restrictive covenants and Events of Default with respect to this Security
upon compliance with certain conditions set forth in the Indenture.
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If an Event of Default with respect to Securities of this series shall occur and be
continuing, the principal of the Securities of this series may be declared due and payable in the
manner and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the amendment
thereof and the modification of the rights and obligations of the Company and the rights of the
Holders of the Securities of each series to be affected under the Indenture at any time by the
Company and the Trustee with the consent of the Holders of a majority in principal amount of
the Securities at the time Outstanding of each series to be affected. The Indenture also contains
provisions permitting the Holders of a majority in principal amount of the Securities of each
series at the time Outstanding, on behalf of the Holders of all Securities of such series, to waive
compliance by the Company with certain provisions of the Indenture and certain past defaults
under the Indenture and their consequences. Any such consent or waiver by the Holder of this
Security shall be conclusive and binding upon such Holder and upon all future Holders of this
Security and of any Security issued upon the registration of transfer hereof or in exchange
herefor or in lieu hereof, whether or not notation of such consent or waiver is made upon this
Security.

As provided in and subject to the provisions of the Indenture, the Holder of this Security
shall not have the right fo institute any proceeding with respect to the Indenture or for the
appointment of a receiver or trustee or for any other remedy thereunder, unless such Holder shall
have previously given the Trustee written notice of a continuing Event of Default with respect to
the Securities of this series, the Holders of not less than 35% in principal amount of the
Securities of this series at the time Outstanding shall have made written request to the Trustee to
institute proceedings in respect of such Event of Default as Trustee and offered the Trustee
reasonably satisfactory indemnity, and the Trustee shall not have received from the Holders of a
majority in principal amount of Securities of this series at the time Outstanding a direction
inconsistent with such request, and shall have failed to institute any such proceeding, for 60 days
after receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any
suit instituted by the Holder of this Security for the enforcement of any payment of principal
hereof or any premium or interest hereon on or after the respective due dates expressed herein.

No reference herein to the Indenture and no provision of this Security or of the Indenture
shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay
the principal of (and premium, if any) and interest on this Security at the times, place and rate,
and in the coin or currency, herein prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the
transfer of this Security is registrable in the Security Register, upon surrender of this Security for
registration of transfer at the office or agency of the Company in any place where the principal of
(and premium, if any) and interest on this Security are payable, duly endorsed by, or
accompanied by a written instrument of transfer in form satisfactory to the Company and the
Security Registrar duly executed by, the Holder hereof or his attorney duly authorized in writing,
and thereupon one or more new Securities of this series and of like tenor, of authorized
denominations and for the same aggregate principal amount, will be issued to the designated
transferee or transferees.
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The Securities of this series are issuable only in registered form without coupons in
denominations of $1,000 and any integral multiple thereof. As provided in the Indenture and
subject to certain limitations therein set forth, Securities of this series are exchangeable for a like
aggregate principal amount of Securities of this series and of like tenor of a different authorized
denomination, as requested by the Holder surrendering the same. No service charge shall be
made for any such registration of transfer or exchange, but the Company may require payment of
a sum sufficient to cover any tax or other governmental charge payable in connection therewith.

Prior to due presentment of this Security for registration of transfer, the Company, the
Trustee and any agent of the Company or the Trustee may treat the Person in whose name this
Security is registered as the owner hereof for all purposes, whether or not this Security be
overdue, and neither the Company, the Trustee nor any such agent shall be affected by notice to
the contrary.

All terms used in this Security which are defined in the Indenture shall have the meanings
assigned to them in the Indenture.
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(FORM OF FACE OF DEBENTURE - SERIES B)

No. R- $65,000,000

CUSIP No.: 906888 AS 1
ISIN No.: US906888AS11

THE UNION LIGHT, HEAT AND POWER COMPANY

6.2% DEBENTURES DUE 2036 (SERIES B)

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE
OF THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (“DTC™), TG
ISSUER OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR
PAYMENT AND SUCH CERTIFICATE ISSUED IS REGISTERED IN THE NAME OF
CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE
OF DTC), ANY TRANSFKER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN,

{THIS DEBENTURE (OR ITS PREDECESSOR) HAS NOT BEEN REGISTERED UNDER
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT™), AND,
ACCORDINGLY, MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED, EXCEPT AS SET FORTH IN THE NEXT SENTENCE. BY ITS
ACQUISITION HEREOF OR OF A BENEFICIAL INTEREST HEREIN, THE HOLDER: (1)
REPRESENTS THAT IT IS A "QUALIFIED INSTITUTIONAL BUYER" (AS DEFINED IN
RULE [44A UNDER THE SECURITIES ACT) (A "QIB"), AND (2) AGREES THAT IT WILL
NOT RESELL OR OTHERWISE TRANSFER THIS DEBENTURE EXCEPT (A) TO THE
COMPANY OR ANY OF ITS SUBSIDIARIES, (B) TO A PERSON WHOM THE SELLER
REASONABLY BELIEVES IS A QIB PURCHASING FOR ITS OWN ACCOUNT OR FOR
THE ACCOUNT OF A QIB IN A TRANSACTION MEETING THE REQUIREMENTS OF
RULE 144A, (C) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144
UNDER THE SECURITIES ACT, OR (D) PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT AND, IN EACH CASE, IN ACCORDANCE WITH THE
APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY
OTHER APPLICABLE JURISDICTION AND (3) AGREES THAT IT WILL DELIVER TO
EACH PERSON TO WHOM THIS DEBENTURE OR AN INTEREST HEREIN IS
TRANSFERRED A NOTICE SUBSTANTIALLY TO THE EFFECT OF THIS LEGEND. THE
FIRST SUPPLEMENTAL INDENTURE CONTAINS A PROVISION REQUIRING THE
TRUSTEE TO REFUSE TO REGISTER ANY TRANSFER OF THIS DEBENTURE IN
VIOLATION OF THE FOREGOING.]
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THE UNION LIGHT, HEAT AND POWER COMPANY, a corporation duly organized
and existing under the laws of the Commonwealth of Kentucky (herein called the “Company”,
which term includes any successor Person under the Indenture hereafter referred to), for value
received, hereby promises to pay to CEDE & CO., or registered assigns, the principal sum of
Sixty-Five Million and No/100 Dollars ($65,000,000) on March 10, 2036, and to pay interest -
thereon from March 10, 2006, or from the most recent Interest Payment Date to which interest
has been paid or duly provided for, semiannually, on March 10 and September 10 in each year,
commencing September 10, 2006, at the rate of 6.2% per annum, until the principal hereof is
paid or made available for payment. The amount of interest payable on any Interest Payment
Date shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so
payable, and punctually paid or duly provided for, on any Interest Payment Date will, as
provided in the Indenture, be paid to the Person in whose name this Security (or one or more
Predecessor Securities) is registered at the close of business on the Record Date for such interest,
which shall be the Business Day immediately preceding such Interest Payment Date. Any such
interest not so punctually paid or duly provided for will forthwith cease to be payable to the
Holder on such Regular Record Date and may either be paid to the Person in whose name this
Security (or one or more Predecessor Securities) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice
whereof shall be given to Holders of Securities of this series not less than 10 days prior to such
Special Record Date, or be paid at any time in any other lawful manner not inconsistent with the
requirements of any securities exchange on which the Securities of this series may be listed, and
upon such notice as may be required by such exchange, all as more fully provided in the
Indenture.

Payment of the principal of (and premium, if any) and interest on this Security will be
made at the corporate trust office of the Trustee maintained for that purpose in the City of New
York, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the
Company payment of interest may be made by check mailed to the address of the Person entitled
thereto as such address shall appear in the Security Register.

Any payment on this Security due on any day which is not a Business Day in the City of
New York need not be made on such day, but may be made on the next succeeding Business Day
with the same force and effect as if made on the due date and no interest shall accrue for the
period from and after such date, unless such payment is a payment at maturity or upon
redemption, in which case interest shall accrue thereon at the stated rate for such additional days.

As used herein, “Business Day” means any day other than a Saturday or Sunday or a day
on which banking institutions in New York, New York are authorized or obligated by law or
executive order to be closed.
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Reference is hereby made to the further provisions of this Security set forth on the
reverse hereof, which further provisions shall for all purposes have the same effect as if set forth
at this place.

Unless the certificate of authentication hereon has been executed by the Trustee referred
to on the reverse hereof by manual signature, this Security shall not be entitled to any benefit
under the Indenture or be valid or obligatory for any purpose.

In Witness Whereof, the Company has caused this instrument to be duly executed.

THE UNION LIGHT, HEAT AND POWER COMPANY

By:
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CERTIFICATE OF AUTHENTICATION

Dated:

This is one of the Securities of the series designated therein referred to in the
within-mentioned Indenture.

DEUTSCHE BANK TRUST COMPANY AMERICAS, Trustee

Authorized Signatory

(FORM OF REVERSE OF DEBENTURE)

This Security is one of a duly authorized issue of securities of the Company (herein
called the “Securities”), issued and to be issued in one or more series under an Indenture, dated
as of December 1, 2004, as supplemented by the First Supplemental Indenture dated as of March
7, 2006 (the “Indenture”™), between the Company and Deutsche Bank Trust Company Americas,
as Trustee (herein called the “Trustee”, which term includes any successor trustee under the
Indenture), and reference is hereby made to the Indenture for a statement of the respective rights,
limitations of rights, duties and immunities thereunder of the Company, the Trustee and the
Holders of the Securities and of the terms upon which the Securities are, and are to be,
authenticated and delivered. This Security is one of the series designated on the face hereof,
which series is issuable without limitation as to the aggregate principal amount thereof.

The Company has the right to redeem the Securities, in whole or from time {o time in
part, until maturity (such redemption, a “Make-Whole Redemption,” and the date thercof, the
“Redemption Date”) at a redemption price equal to the sum of (i) the principal amount of the
Securities being redeemed plus accrued and unpaid interest thereon to the Redemption Date, and
(i1) the Make-Whole Amount (as defined below), if any, with respect to the Securities being
redeemed.

“Make-Whole Amount” means the excess, if any, of (i) the sum, as determined by a
Quotation Agent, of the present value of the principal amount of the Securities to be redeemed,
together with scheduled payments of interest thereon from the Redemption Date to March 10,
2036 (in each case not including any portion of such payments of interest accrued as of the
Redemption Date), in each case discounted to the Redemption Date on a semi-annual basis
(assuming a 360-day year consisting of twelve 30-day months) at the Adjusted Treasury Rate
over (ii) 100% of the principal amount on the Redemption Date of the Securities to be redeemed.

“Adjusted Treasury Rate” means, with respect to any Redemption Date for a Make-
Whole Redemption, the rate per annum equal to the semi-annual equivalent yield to maturity of
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the Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue
{expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for
such Redemption Date, calculated on the third Business Day preceding the Redemption Date,
plus in each case 0.30% (30 basis points).

“Comparable Treasury Issue” means the United States Treasury security selected by the
Quotation Agent as having a maturity comparable to the remaining term from the Redemption
Date to the Stated Maturity of the Securities that would be utilized, at the time of selection and in
accordance with customary financial practice, in pricing new issues of corporate debt securities
of comparable maturity to the remaining term of the Securities.

“Quotation Agent” means the Reference Treasury Dealer selected by the Company after
consultation with the Trustee. “Reference Treasury Dealer” means a primary U.S. Government
securities dealer.

“Comparable Treasury Price” means, with respect to any Redemption Date for a Make-
Whole Redemption, (i} the average of the bid and asked prices for the Comparable Treasury
Issue {expressed in each case as a percentage of its principal amount) on the third Business Day
preceding such Redemption Date, as set forth in the daily statistical release designated “H.15”
(or any successor release) published by the Board of Governors of the Federal Reserve System or
(11} if such release (or any successor release) is not published or does not contain such prices on
such Business Day, (A) the average of the Reference Treasury Dealer Quotations for such
Redemption Date, after excluding the highest and lowest of such Reference Treasury Dealer
Quotations, or (B) if the Trustee is provided fewer than three such Reference Treasury Dealer
Quotations, the average of such Quotations.

“Reference Treasury Dealer Quotations™ means, with respect to each Reference Treasury
Dealer and any Redemption Date for a Make-Whole Redemption, the average of the bid and
asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the Company and the Trustee by such Reference Treasury
Dealer at 5:00 p.m., New York City time, on the third Business Day preceding such Redemption
Date.

Notice of any redemption by the Company will be mailed at least 30 days but not more
than 60 days before any Redemption Date to each Holder of Securities to be redeemed. If less
than all the Securities are to be redeemed at the option of the Company, the Depositary shall
select the Securities to be redeemed in accordance with its standard procedures.

Unless the Company defaults in payment of the Redemption Price, on and after any
Redemption Date, interest will cease to accrue on the Securities or portions thereof called for
redemption.

The Indenture contains provisions for defeasance at any time of the entire indebtedness of

this Security or certain restrictive covenants and Events of Default with respect to this Security
upon compliance with certain conditions set forth in the Indenture.
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If an Event of Default with respect to Securities of this series shall occur and be
continuing, the principal of the Securities of this series may be declared due and payable in the
manner and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the amendment
thereof and the modification of the rights and obligations of the Company and the rights of the
Holders of the Securities of each series to be affected under the Indenture at any time by the
Company and the Trustee with the consent of the Holders of a majority in principal amount of
the Securities at the time Outstanding of ecach series to be affected. The Indenture also contains
provisions permitting the Holders of a majority in principal amount of the Securities of each
series at the time Qutstanding, on behalf of the Holders of all Securities of such series, to waive
compliance by the Company with certain provisions of the Indenture and certain past defaults
under the Indenture and their consequences. Any such consent or waiver by the Holder of this
Security shall be conclusive and binding upon such Holder and upon all future Holders of this
Security and of any Security issued upon the registration of transfer hereof or in exchange
herefor or in lieu hereof, whether or not notation of such consent or waiver is made upon this
Security.

As provided in and subject to the provisions of the Indenture, the Holder of this Security
shall not have the right to institute any proceeding with respect to the Indenture or for the
appointment of a receiver or trustee or for any other remedy thereunder, unless such Holder shall
have previously given the Trustee written notice of a continuing Event of Default with respect to
the Securities of this series, the Holders of not less than 35% in principal amount of the
Securities of this series at the time Qutstanding shail have made written request to the Trustee to
institute proceedings in respect of such Event of Default as Trustee and offered the Trustee
reasonably satisfactory indemnity, and the Trustee shall not have received from the Holders of a
majority in principal amount of Securities of this series at the time Outstanding a direction
inconsistent with such request, and shall have failed to institute any such proceeding, for 60 days
after receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any
suit instituted by the Holder of this Security for the enforcement of any payment of principal
hereof or any premium or interest hereon on or after the respective due dates expressed herein.

No reference herein to the Indenture and no provision of this Security or of the Indenture
shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay
the principal of (and premium, if any) and interest on this Security at the times, place and rate,
and in the coin or currency, herein prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the
transfer of this Security is registrable in the Security Register, upon surrender of this Security for
registration of transfer at the office or agency of the Company in any place where the principal of
(and premium, if any) and interest on this Security are payable, duly endorsed by, or
accompanied by a written instrument of transfer in form satisfactory to the Company and the
Security Registrar duly executed by, the Holder hereof or his attorney duly authorized in writing,
and thereupon one or more new Securities of this series and of like tenor, of authorized
denominations and for the same aggregate principal amount, will be issued to the designated
transferee or transferees.
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The Securities of this series are issuable only in registered form without coupons in
denominations of $1,000 and any integral multiple thereof. As provided in the Indenture and
subject to certain limitations therein set forth, Securities of this series are exchangeable for a like
aggregate principal amount of Securities of this series and of like tenor of a different authorized
denomination, as requested by the Holder surrendering the same. No service charge shall be
made for any such registration of transfer or exchange, but the Company may require payment of
a sum sufficient to cover any tax or other governmental charge payable in connection therewith.

Prior to due presentment of this Security for registration of transfer, the Company, the
Trustee and any agent of the Company or the Trustee may treat the Person in whose name this
Security is registered as the owner hereof for all purposes, whether or not this Security be
overdue, and neither the Company, the Trustee nor any such agent shall be affected by notice to
the contrary.

All terms used in this Security which are defined in the Indenture shall have the meanings
assigned to them in the Indenture.
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ARTICLE THREE
Original Issue of Debentures

Section 301. An initial issue of the Debentures in the aggregate principal amount of
$50,000,000 for Series A and $65,000,000 for Series B, may, upon execution of this First
Supplemental Indenture, or from time to time hereafter, be executed by the Company and
delivered to the Trustee for authentication, and the Trustee shall thereupon authenticate and
deliver said Debentures upon a Company Order and Opinion of Counsel pursuant to Section 303
of the Indenture without any further action by the Company.

ARTICLE FOUR
Paying Agent and Security Registrar

Section 401. Deutsche Bank Trust Company Americas will be the Paying Agent and
Security Registrar for the Debentures.

ARTICLE FIVE
Covenants

Section 501. The Company covenants and agrees that it shall, during any period in which
it is not subject to Section 13 or 15(d) under the Exchange Act, make available to any Holder or
beneficial holder of the Debentures which continue o be restricted securities, in connection with
any sale thereof and any prospective purchaser of the Debentures from such Holder or beneficial
holder, the information required pursuant to Rule 144A(d)(4) under the Securities Act upon the
request of any Holder or beneficial holder of the Debentures and it will take such further action
as any Holder or beneficial holder of such Debentures may reasonably request, all to the extent
required from time to time to enable such Holder or beneficial holder to sell its Debentures
without registration under the Securities Act within the limitation of the exemption provided by
Rule 144A, as such rule may be amended from time to time. Upon the request of any Holder or
any beneficial holder of the Debentures, the Company will deliver to such Holder a written
statement as to whether it has complied with such requirements.

ARTICLE SIX
Sundry Provisions
Section 601. Except as otherwise expressly provided in this First Suppiemental Indenture
or in the form of Debenture or otherwise clearly required by the context hereof or thereof, all

terms used herein or in said form of Debenture that are defined in the Indenture shall have the
several meanings respectively assigned to them thereby.
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Section 602. The Indenture, as supplemented by this First Supplemental Indenture, is in all
respects ratified and confirmed, and this First Supplemental Indenture shall be deemed part of
the Indenture in the manner and to the extent herein and therein provided. The Trustee shall not
be responsible in any manner whatsoever for or in respect of the validity or sufficiency of this
First Supplemental Indenture or for or in respect of the recitals contained herein, all of which
recitals are made solely by the Company. The Trustee accepts the trusts created by the
Indenture, as amended and supplemented by this First Supplemental Indenture, and agrees to
perform the same upon the terms and conditions of the Indenture, as amended and supplemented
by this First Supplemental Indenture. All of the provisions contained in the Indenture in respect
of the rights, privileges, immunities, powers, and duties of the Trustee shall be applicable in
respect of the First Supplemental Indenture as fully and with like force and effect as though fully
set forth in full herein.

This instrument may be executed in any number of counterparts, each of which so
executed shall be deemed to be an original, but all such counterparts shall together constitute but
one and the same instrument.
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IN WITNESS WHEREOF, the partics hereto have caused this First Supplemental
[ndenture to be duly executed as of the day and year first above written.

24

THE UNION LIGHT, HEAT AND POWER
COMPANY

By: AL Vil
Wendy L. Aumiller
Vice President and Treasurer

DEUTSCHE BANK TRUST COMPANY
AMERICAS, as Trustee

By:

Title:




IN WITNESS WHEREOF, the parties hereto have caused this First Supplemental
Indenture to be duly executed as of the day and year first above written.
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THE UNION LIGHT, HEAT AND POWER
COMPANY

By:

Wendy L. Aumiller
Vice President and Treasurer

DEUTSCHE BANK TRUST COMPANY
AMERICAS, as Trustee

By:
Title: (/e e Pressden F




EXHIBIT A
FORM OF CERTIFICATE OF TRANSFER

The Union Light, Heat and Power Company
139 East Fourth Street
Cincinnati, Ohio 45202

Deutsche Bank Trust Company
Americas, Trustee

222 S. Riverside Plaza, 24" Floor

Chicago, IL 60606-5808

Re: % Debentures due [insert date and Series A or Series B, as
appropriate](the "Securities") of The Union Light, Heat and Power Company (the
"Company")

Reference is made to the Indenture dated as of December 1, 2004 between the Company
and Deutsche Bank Trust Company Americas, Trustee (the "Trustee") and the First
Supplemental Indenture dated as of March 7, 2006 (collectively, the "Indenture™). Terms used
herein and defined in the Indenture or Rule 144 under the United States Securities Act of 1933
(the "Securities Act") are used herein as so defined.

, (the "Tramsferor”}) owns and proposes to transfer the interest in the
Debenture|s] specified in Annex A hereto, in the principal amount of §$ in such
Debenture[s] or interests (the "Transfer”), to (the "Transferee”), as further specified in Annex A
hereto. In connection with the Transfer, the Transferor hereby certifies that:

[CHECK ALL THAT APPLY]

1. 0 Check if Transferee will take delivery of a beneficial interest in the Restricted
Global Debenture. The Transfer is being effected pursuant to and in accordance with Rule 144A
under the United States Securities Act of 1933, as amended (the "Securities Act”), and,
accordingly, the Transferor hereby further certifies that the beneficial interest is being transferred
to a Person that the Transferor reasonably believed and believes is purchasing the beneficial
interest for its own account, or for one or more accounts with respect to which such Person
exercises sole investment discretion, and such Person and each such account is a “"qualified
institutional buyer" within the meaning of Rule 144A in a transaction meeting the requirements
of Rule 144A and such Transfer is in compliance with any applicable Blue Sky securities laws of
any state of the United States. Upon consummation of the proposed Transfer in accordance with
the terms of the Indenture, the transferred beneficial interest will be subject to the restrictions on
transfer enumerated in the Private Placement Legend printed on the Restricted Global Debenture
and in the Indenture and the Securities Act.

2. Ll Check and complete if Transferee will take delivery of a beneficial interest in a
Debenture pursuant to any provision of the Securities Act other than Rule 144A. The Transfer is
being effected in compliance with the transfer restrictions applicable to beneficial interests in
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Restricted Global Debentures and pursuant to and in accordance with the Securities Act and any
applicable Blue Sky securities laws of any slate of the United States, and accordingly the
Transferor hereby further certifies that (check one):

(a) U such Transfer is being effected pursuant fo and in accordance with Rule
144 under the Securities Act;

or
(b) 0 such transfer is being effected to the Company or a subsidiary thereof;
or
(©) (3 such Transfer is being effected pursuant to an effective registration on
statement under the Securities Act and in compliance with the prospectus delivery

requirements of the Securities Act,

3. L) Check if Transferee will take delivery of a bepeficial interest in an Unrestricted

Global Debenture pursuant to Rule 144. (i) The Transfer is being effected pursuant to and in
accordance with Rule 144 under the Securities Act and in compliance with the transfer
restrictions contained in the Indenture and any applicable Blue Sky securities laws of any state of
the United States and (ii) the restrictions on transfer contained in the Indenture and the Private
Placement Legend are not required in order to maintain compliance with the Securities Act.
Upon consummation of the proposed Transfer in accordance with the terms of the Indenture, the
transferred beneficial interest will no longer be subject to the restrictions on transfer enumerated

in the

Private Placement Legend printed on the Restricted Global Debentures and in the

Indenture.

This certificate and the statements contained herein are made for your benefit and the

benefit of the Company.
[Insert Name of Transferor]
By:
Name:
Title:
Dated:
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ANNEX A TO CERTIFICATE OF TRANSFER
1. The Transferor owns and proposes to transfer a beneficial interest in the:

U Restricted Global Debenture (CUSP ).

2. After the Transfer, the Transferee will hold a beneficial interest in the:

[CHECK ONE]
(i) O Restricted Global Debenture (CUSP ), or

(iiy @ Unrestricted Global Debenture without Transfer restrictions (CUSP
).
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EXHIBIT B
FORM OF CERTIFICATE OF EXCHANGE

The Union Light, Heat and Power Company
139 East Fourth Street
Cincinnati, Ohio 45202

Deutsche Bank Trust Company
Americas, Trustee

222 S. Riverside Plaza, 24™ Floor

Chicago, IL 60606-5808

Re: % Debentures due [insert date and Series A or Series B, as appropriate]
(the "Securities") of The Union Light, Heat and Power Company (the
"Company")

Reference is made to the Indenture dated as of December 1, 2004 between the Company
and Deutsche Bank Trust Company Americas, Trustee (the "Trustee"} and the First
Supplemental Indenture dated as of March 7, 2006 (collectively, the "Indenture”). Terms used
herein and defined in the Indenture or in Rule 144 under the United States Securities Act of
1933 (the "Securities Act") are used herein as so defined.

, (the "Owner") owns and proposes to exchange the interest in the
Debenture{s] specified herein, in the principal amount of $ (the "Exchange").

In connection with the Exchange, the Owner hereby certifies that, in connection with the
Exchange of the Owner's beneficial interest in a Restricted Global Debenture for a beneficial
interest in an Unrestricted Global Debenture in an equal principal amount, the Owner hereby
certifies (1) the beneficial interest is being acquired for the Owner's own account without transfer,
(ii) such Exchange has been effected in compliance with the transfer restrictions applicable to the
Global Debentures and pursuant to and in accordance with the United States Securities Act of
1933, as amended (the "Securities Act”), (iit) the restrictions on transfer contained in the
Indenture and the Private Placement Legend are not required in order to maintain compliance
with the Securities Act and (iv) the beneficial interest in an Unrestricted Global Debenture is
being acquired in compliance with any applicable Blue Sky securities laws of any state of the
United States.

This certificate and the statements contained herein are made for your benefit and the
benefit of the Issuer.

{Insert Name of Owner]

By:
Name:
Title:
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THE UNION LIGHT, HEAT AND POWER COMPANY

AND

THE FIFTH THIRD BANK, Trustee

- Indenture
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INDENTURE, dated as of July 1, 1995, between The Union Light, Heat
and Power Company, a corporation duly organized and existing under the laws
of the Commonwealth of Kentucky (herein called the "Company™), having its
principal office at 139 East Fourth Street, Cincinnati, Ohio 45202, and The Fifth
Third Bank, an Ohio banking corporation, as Trustee (herein called the
"Trustee"). :

Recitals of the Company

The Company has duly authorized the execution and delivery of this
Indenture to provide for the issuance from time to time of its unsecured
debentures, notes or other evidences of indebtedness (herein called the
“Securities"), to be issued in one or more series as in this Indenture provided.

All things necessary to make this Indenture a valid agreement of the
Company, in accordance with its terms, have been done.

Now, Therefore, This Indenture Witnesseth:

e

For and in consideration of the premises and the purchase of the
Securities by the Holders thereof, it is mutually agreed, subject to Article
Fourteen, if applicable, for the equal and proportionate benefit of the Holders of
the Securities of each series thereof, as follows:

ARTICLE ONE
Definitions and Qther Provisions
of General Application

Section 101. Definitions.

For all purposes of this Indenture, except as otherwise expressly provided
or unless the context otherwise requires:

(1) the terms defined in this Article have the meanings assigned to them
in this Article and include the plural as well as the singular;

(2) all other terms used herein which are defined in the Trust Indenture
Act, either directly or by reference therein, have the meanings assigned to them
therein;




(3) all accounting terms not otherwise defined herein have the meanings
assigned to them in accordance with generally accepted accounting principles;

(4) unless the context otherwise requires, any reference to an "Article"
or a "Section” refers to an Article or a Section, as the case may be, of this
Indenture; and

(5) the words "herein", "hereof" and "hereunder" and other words of
similar import refer to this Indenture as a whole and not to any particular
Article, Section or other subdivision.

"Act", when used with respect to any Holder, has the meaning specified
in Section 104.

"Affiliate” of any specified Person means any other Person directly or
indirectly controlling or controlled by or under direct or indirect commeon control
with such specified Person. For the purposes of this definition, "control" when
used with respect to any specified Person means the power to direct the
management and policies of such Person, directly or indirectly, whether through
the ownership of voting securities, by contract or otherwise; and the terms
"controlling" and "controlled" have meanings correlative to the foregoing,

"Authenticating Agent" means any Person authorized by the Trustee
pursuant to Section 614 to act on behalf of the Trustee to authenticate Securities
of one or more series.

"Board of Directors” means the board of directors of the Company, or
any duly authorized committee of that board, or any Person duly authorized to
act on behalf of that board.

"Board Resolution" means a copy of a resolution or resolutions certified
by the Secretary or an Assistant Secretary of the Company to have been duly
adopted by the Board of Directors and to be in full force and effect on the date
of such certification, and delivered to the Trustee,

"Business Day”, when used with respect to any Place of Payment, means
each Monday, Tuesday, Wednesday, Thursday and Friday which is not a day on
which banking institutions in that Place of Payment are authorized or obligated
by law or executive order to close.

"Commission" means the Securities and Exchange Commission, from
time to time constituted, created under the Exchange Act, or, if at any time after
the execution of this instrument such Commission is not existing and performing
the duties now assigned to it under the Trust Indenture Act, then the body
performing such duties at such time.
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"Company” means the Person named as the “"Company" in the first
paragraph of this instrument until a successor Person shall have become such
pursuant to the applicable provisions of this Indenture, and thereafter "Company®
shall mean such successor Person.

"Company Request" or "Company Order" means a written request or
order signed in the name of the Company either by (i) its Chairman of the
Board, its Vice Chairman, its President or a Vice President, and by its Treasurer,
an Assistant Treasurer, its Secretary or an Assistant Secretary, and delivered to
the Trustee, or (ii) any two Persons designated in a Board Resolution, or in a
Company Order previously delivered to the Trustee signed by any two of the
foregoing, and delivered to the Trustee,

"Corporate Trust Office” means the office of the Trustee for Securities
of any series at which at any particular time its corporate trust business shall be
principally administered, which office at the date of execution of this Indenture
is located at 38 Fountain Square Plaza, Cincinnati, Ohio.

"corporation” means a corporation, association, company, joint-stock
company or business trust.

"Covenant Defeasance” has the meaning specified in Section 1303,
"Defaulted Interest” has the meaning specified in Section 307.
"Defeasance” has the meaning specified in Section 1302,

"Depositary” means, with respect to Securities of any series issuable in
whole or in part in the form of one or more Global Securities, a clearing agency
registered under the Exchange Act that is designated to act as Depositary for
such Securities as contemplated by Section 301.

“Event of Default" has the meaning specified in Section 501,

“Exchange Act" means the Securities Exchange Act of 1934 and any
statute successor thereto, in each case as amended from time to time.

"Expiration Date" has the meaning specified in Section 104.
"Global Security" means a Security that evidences all or part of the
Securities of any series and bears the legend set forth in Section 204 (or such

legend as may be specified as contemplated by Section 301 for such Securities).

"Holder" means a Person in whose name a Security is registered in the
Security Register.
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"Indenture” means this instrument as originally executed and as it may
from time to time be supplemented or amended by one or more indentures
supplemental hereto entered into pursuant to the applicable provisions hereof,
including, for all purposes of this instrument and any such supplemental
indenture, the provisions of the Trust Indenture Act that are deemed to be a part
of and govern this instrument and any such supplemental indenture, respectively,
The term "Indenture" shall also include the terms of particular series of
Securities established as contemplated by Section 301.

"interest”, when used with respect to an Original Issue Discount Security
which by its terms bears interest only after Maturity, means interest payable
after Maturity.

"Interest Payment Date", when used with respect to any Security, means
the Stated Maturity of an instalment of interest on such Security.

"Investment Company Act" means the Investment Company Act of 1940
and any statule successor thereto, in each case as amended from time to time.

"Junior Subordinated Securities" shall have the meaning specified in
Section 1401.

"Maturity", when used with respect to any Security, means the date on
which the principal of such Security or an instalment of principal becomes due
and payable as therein or herein provided, whether at the Stated Maturity or by
declaration of acceleration, call for redemption or otherwise.

"Notice of Default" means a written notice of the kind specified in
Section 501(4).

"Officers’ Certificate” means a certificate signed in the same manner and
by Persons as provided for in a Company Request or a Company Order, and
delivered to the Trustee.

"Opinion of Counsel" means a written opinion of counsel, who may be
an employee of or counsel for the Company.

“Original Issue Discount Security” means any Security which provides
for an amount less than the principal amount thereof to be due and payable upon
a declaration of acceleration of the Maturity thereof pursuant to Section 502.

"Outstanding”, when used with respect to Securities, means, as of the

date of determination, all Securities theretofore authenticated and delivered under
this Indenture, except:
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(1) Securities theretofore cancelled by the Trustee or delivered to the
Trustee for cancellation;

(2) Securities for whose payment or redemption money in the
necessary amount has been theretofore deposited with the Trustee or any
Paying Agent {other than the Company) in trust or set aside and
segregated in trust by the Company (if the Company shall act as its own
Paying Agent) for the Holders of such Securities; provided that, if such
Securities are to be redeemed, notice of such redemption has been duly
given pursuant to this Indenture or provision therefor satisfactory to the
Trustee has been made;

(3) Securities as to which Defeasance has been effected pursuant to
Section 1302; and

(4) Securities which have been paid pursuant to Section 306 or in
exchange for or in lieu of which other Securities have been authenticated
and delivered pursuant to this Indenture, other than any such Securities
in respect of which there shall have been presented to the Trustee proof
satisfactory to it that such Securities are held by a bona fide purchaser
in whose hands such Securities are valid obligations of the Company;

provided, however, that in determining whether the Holders of the requisite
principal amount of the Outstanding Securities have given, made or taken any
request, demand, authorization, direction, notice, consent, waiver or other action
hereunder as of any date, (A) the principal amount of an Original [ssue Discount
Security which shall be deemed to be Qutstanding shall be the amount of the
principal thereof which would be due and payable as of such date upon
acceleration of the Maturity thereof to such date pursuant to Section 502, (B) if,
as of such date, the principal amount payable at the Stated Maturity of a
Security is not determinable, the principal amount of such Security which shall
be deemed to be Qutstanding shail be the amount as specified or determined as
contemplated by Section 301, (C) the principal amount of a Security
denominated in one or more foreign currencies or currency units which shall be
deemed to be Outstanding shall be the U.S. dollar equivalent, determined as of
such date in the manner provided as contemplated by Section 301, of the
principal amount of such Security (or, in the case of a Security described in
Clause (A) or (B) above, of the amount determined as provided in such Clause),
and (D) Securities owned by the Company or any other obligor upon the
Securities or any Affiliate of the Company or of such other obligor shall be
disregarded and deemed not to be Quistanding, except that, in determining
whether the Trustee shall be protected in relying upon any such request,
demand, authorization, direction, notice, consent, waiver or other action, only
Securities which the Trustee actually knows to be so owned shall be so
disregarded. Securities so owned which have been pledged in good faith may be
regarded as Outstanding if the pledgee establishes to the satisfaction of the
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Trustee the pledgee’s right so to act with respect to such Securities and that the
pledgee is not the Company or any other obligor upon the Securities or any
Affiliate of the Company or of such other obligor.

"Paying Agent" means, if not the Company, then any Person authorized
by the Company to pay the principal of or any premium or interest on any
Securities on behalf of the Company.

“Person" means any individual, corporation, partnership, joint venture,
trust, unincorporated organization or government or any agency or political
subdivision thereof.

“Place of Payment", when used with respect to the Securities of any
series, means the place or places where the principal of and any premium and
interest on the Securities of that series are payable as specified as contemplated
by Section 301.

"Predecessor Security” of any particular Security means every previous
Security evidencing all or a portion of the same debt as that evidenced by such
particular Security; and, for the purposes of this definition, any Security
authenticated and delivered under Section 306 in exchange for or in lieu of a
mutilated;“destroyed, lost or stolen Security shall be deemed to evidence the
same debt as the mulilated, destroyed, lost or stolen Security.

"Redemption Date”, when used with respect to any Security to be
redeemed, means the date fixed for such redemption by or pursuant to this
Indenture. ~

"Redemption Price", when used with respect to any Security to be
redeemed, means the price at which it is to be redeemed pursuant to this
Indenture.

"Regular Record Date" for the interest payable on any Interest Payment
Date on the Securities of any series means the date specified for that purpose as
contemplated by Section 301,

"Responsible Officer", when used with respect to the Trustee, means any
vice president, any assistant vice-president, any trust officer or assistant trust
officer of the Trustee assigned to the Trustee’s corporate trust department and
customarily performing functions similar to those performed by any of the above
designated officers and also means, with respect to a particular corporate trust
matter, any other officer to whom such matter is referred because of his
knowledge of and familiarity with the particular subject.




"Securities" has the meaning stated in the first recital of this Indenture
and more particularly means any Securities authenticated and delivered under
this Indenture.

"Securities Act" means the Securities Act of 1933 and any statute
successor thereto, in each case as amended from time to time.

"Security Register" and "Security Registrar” have the respective meanings
specified in Section 305.

“Senior Debt" of the Company means the principal of, premium, if any,
interest on and any other payment due pursuant to any of the following, whether
outstanding at the date of execution of this Indenture or thereafter incurred,
created or assumed: (a) all indebtedness of the Company evidenced by notes,
debentures, bonds or other securities sold by the Company for money, excluding
Junior Subordinated Securities, but including all first mortgage bonds of the
Company outstanding from time to time; (b} all indebtedness of others of the
kinds described in the preceding clause (a) assumed by or guaranteed in any
manner by the Company, including through an agreement to purchase,
contingent or otherwise; and {(c) all renewals, extensions or refundings of
indebtedness of the kinds described in any of the preceding clauses (a) and (b);
unless, in~the case of any particular indebtedness, renewal, extension or
refunding, the instrument creating or evidencing the same or the assumption or
guarantee of the same expressly provides that such indebtedness, renewal,
extension or refunding is not superior in right of payment to or is pari passu
with the Junior Subordinated Securities.

"Special Record Date" for the payment of any Defaulted Interest means
a date fixed by the Trustee pursuant to Section 307.

“Stated Maturity”, when used with respect to any Security or any
instalment of principal thereof or interest thercon, means the date specified in
such Security as the fixed date on which the principal of such Security or such
instaiment of principal or interest is due and payable.

“Subsidiary" means a corporation more than 50% of the outstanding
voting stock of which is owned, directly or indirectly, by the Company or by
one or more other Subsidiaries, or by the Company and one or more other
Subsidiaries. For the purposes of this definition, “voting stock" means stock
which ordinarily has voting power for the election of directors, whether at all
times or only so long as no senior class of stock has such voting power by
reason of any contingency.

"Trust Indenture Act" means the Trust Indenture Act of 1939 as in force
at the date as of which this instrument was executed, except as provided in
Section 905.



"Trustee" means the Persori named as the "Trustee" in the first paragraph
of this instrument until a successor Trustee shall have become such pursuant to
the applicable provisions of this Indenture, and thereafter "Trustee" shall mean
or include each Person who is then a Trustee hereunder, and if at any time there
is more than one such Person, "Trustee” as used with respect to the Securities
of any series shall mean the Trustee with respect to Securities of that series.

"U.S. Government Obligation” has the meaning specified in Section
1304.

“Vice President”, when used with respect to the Company or the Trustee,
means any vice president, whether or not designated by a number or a word or
words added before or after the title "vice president",

Section 102. Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee to take
any action under any provision of this Indenture, the Company shall furnish to
the Trustee such certificates and opinions as may be required under the Trust
Indenture Act. Each such certificate or opinion shall be given in the form of an
Officers’ Certificate, if to be given by an officer of the Company, or an Opinion
of Counsel, if to be given by counsel, and shall comply with the requirements
of the Trust Indenture Act and any other requirements set forth in this Indenture.

Every certificate or opinion with respect to compliance with a condition
or covenant provided for in this Indenture shall include,

(1) a statement that each individual signing such certificate or
opinion has read such covenant or condition and the definitions
herein relating thereto;

(2) a statement that, in the opinion of each such individual, he has
made such examination or investigation as is necessary to enable him to
express an informed opinion as to whether or not such covenant or
condition has been complied with; and

(3) a statement as to whether, in the opinion of each such
individual, such condition or covenant has been complied with.
Section 103. Form of Documents Delivered to Trustee.
In any case where several matters are required to be certified by, or

covered by an opinion of, any specified Person, it is not necessary that all such
matters be certified by, or covered by the opinion of, only one such Person, or
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that they be so certified or covered by only one document, but one such Person
may certify or give an opinion with respect to some matters and one or more
other such Persons as to other matters, and any such Person may certify or give
an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be based,
insofar as it relates to legal matters, upon a certificate or opinion of, or
representations by, counsel, unless such officer knows, or in the exercise of
reasonable care should know, that the certificate or opinion or representations
with respect to the matters upon which his certificate or opinion is based are
erroneous. Any such certificate or opinion of counsel may be based, insofar as
it relates to factual matters, upon a certificate or opinion of, or representations
by, an officer or officers of the Company stating that the information with
respect to such factual matters is in the possession of the Company, unless such
counse! knows, or in the exercise of reasonable care should know, that the
certificate or opinion or representiations with respect to such matters are
erroneous.

Where any Person is required to make, give or execute two or more
applications, requests, consents, certificates, statements, opinions or other
instruments under this Indenture, they may, but need not, be consolidated and
form one ihstrument.

Section 104. Acts of Holders; Record Dates.

Any request, demand, authorization, direction, notice, consent, waiver
or other action provided or permitted by this Indenture to be given, made or
taken by Holders may be embodied in and evidenced by one or more
instruments of substantially similar tenor signed by such Holders in person or
by agent duly appointed in writing; and, except as herein otherwise expressly
provided, such action shall become effective when such instrument or
instruments are delivered to the Trustee and, where it is hereby expressly
required, to the Company. Such instrument or instruments (and the action
embodied therein and evidenced thereby) are herein sometimes referred to as the
"Act" of the Holders signing such instrument or instruments. Proof of execution
of any such instrument or of a writing appointing any such agent shall be
sufficient for any purpose of this Indenture and (subject to Section 601)
conclusive in favor of the Trustee and the Company, if made in the manner
provided in this Section.

The fact and date of the execution by any Person of any such instrument
or writing may be proved by the affidavit of a witness of such execution or by
a certificate of a notary public or other officer authorized by law to take
acknowledgments of deeds, certifying that the individual signing such instrument
or writing acknowledged to him the execution thereof. Where such execution is
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by a signer acting in a capacity other than his individual capacity, such
certificate or affidavit shall also constitute sufficient proof of his authority, The
fact and date of the execution of any such instrument or writing, or the authority
of the Person executing the same, may also be proved in any other manner
which the Trustee deems sufficient.

The ownership of Securities shall be proved by the Security Register.

Any request, demand, authorization, direction, notice, consent, waiver or
other Act of the Holder of any Security shall bind every future Holder of the
same Security and the Holder of every Security issued upon the registration of
transfer thereof or in exchange therefor or in lieu thereof in respect of anything
done, omitted or suffered to be done by the Trustee or the Company in reliance
thereon, whether or not notation of such action is made upon such Security,

The Company may set any day as a record date for the purpose of
determining the Holders of Qutstanding Securities of any series entitled to give,
make or take any request, demand, authorization, direction, notice, consent,
waiver or other action provided or permitted by this Indenture to be given, made
or taken by Holders of Securities of such series, provided that the Company may
not set a record date for, and the provisions of this paragraph shall not apply
with respéct to, the giving or making of any notice, declaration, request or
direction referred to in the next paragraph. If any record date is set pursuant to
this paragraph, the Holders of Outstanding Securities of the relevant series on
such record date, and no other Holders, shall be entitled to take the relevant
action, whether or not such Holders remain Holders after such record date;
provided that no such action shall be effective hereunder unless taken on or
prior to the applicable Expiration Date by Holders of the requisite principal
amount of Outstanding Securities of such series on such record date. Nothing
in this paragraph shall be construed to prevent the Company from setting a new
record date for any action for which a record date has previously been set
pursuant to this paragraph (whereupon the record date previously set shall
automatically and with no action by any Person be cancelled and of no effect),
and nothing in this paragraph shall be construed to render ineffective any action
taken by Holders of the requisite principal amount of Qutstanding Securities of
the relevant series on the date such action is taken. Promptly after any record
date is set pursuant to this paragraph, the Company, at its own expense, shall
cause notice of such record date, the proposed action by Holders and the
applicable Expiration Date to be given to the Trustee in writing and to each
Holder of Securities of the relevant series in the manner set forth in Section 106.

The Trustee may set any day as a record date for the purpose of
determining the Holders of Outstanding Securities of any series entitled to join
in the giving or making of (i) any Notice of Default, (i) any declaration of
acceleration referred to in Section 502, (iil) any request to institute proceedings
referred to in Section 507(2) or (iv) any direction referred to in Section 512, in
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each case with respect to Securities of such series. If any record date is set
pursuant to this paragraph, the Holders of Qutstanding Securities of such series
on such record date, and no other Holders, shall be entitled to join in such
notice, declaration, request or direction, whether or not such Holders remain
Holders after such record date; provided that no such action shall be effective
hereunder unless taken on or prior to the applicable Expiration Date by Holders
of the requisite principal amount of Outstanding Securities of such series on
such record date. Nothing in this paragraph shall be construed to prevent the
Trustee from setting a new record date for any action for which a record date
has previously been set pursuant to this paragraph (whereupon the record date
previously set shall automatically and with no action by any Person be cancelled
and of no effect), and nothing in this paragraph shall be construed to render
ineffective any action taken by Holders of the requisite principal amount of
QOutstanding Securities of the relevant series on the date such action is taken.
Promptly after any record date is set pursuant to this paragraph, the Trustee, at
the Company’s expense, shall cause notice of such record date, the proposed
action by Holders and the applicable Expiration Date to be given to the
Company in writing and to each Holder of Securities of the relevant series in the
manner set forth in Section 106.

With respect to any record date set pursuant to this Section, the party
hereto which sets such record date may designate any day as the “Expiration
Date" and from time to time may change the Expiration Date to any earlier or
later day; provided that no such change shall be effective unless notice of the
proposed new Expiration Date is given to the other party hereto in writing, and
to each Holder of Securities of the relevant series in the manner set forth in
Section 106, on or prior to the existing Expiration Date. If an Expiration Date
is not designated with respect to any record date set pursuant to this Section, the
party hereto which set such record date shall be deemed to have initially
designated the 180th day after such record date as the Expiration Date with
respect thereto, subject to its right to change the Expiration Date as provided in
this paragraph. Notwithstanding the foregoing, no Expiration Date shall be later
than-the 180th day after the applicable record date.

Without limiting the foregoing, a Holder entitled hereunder to take any
action hereunder with regard to any particular Security may do so with regard
to all or any part of the principal amount of such Security or by one or more
duly appointed agents each of which may do so pursuant to such appointment
with regard to all or any part of such principal amount.

Section 105. Notices, Etc., to Trustee and Company.
Any request, demand, authorization, direction, notice, consent, waiver

or Act of Holders or other document provided or permitted by this Indenture to
be made upon, given or furnished to, or filed with,
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(1) the Trustee by any Holder or by the Company shall be sufficient
for every purpose hereunder if made, given, furnished or filed in writing
to or with the Trustee at its Corporate Trust Office, Attention: Corporate
Trust Adminisiration, or

(2) the Company by the Trustee or by any Holder shall be sufficient
for every purpose hereunder (unless otherwise herein expressly provided)
if in writing and mailed, first-class postage prepaid, to the Company
addressed to it at the address of its principal office specified in the first
paragraph of this instrument or at any other address previously furnished
in writing to the Trustee by the Company.

Section 106. Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any event, such
notice shall be sufficiently given (unless otherwise herein expressly provided)
if in writing and mailed, to each Holder affected by such event, at his address
as it appears in the Security Register, not later than the latest date (if any), and
not earlier than the earliest date (if any), prescribed for the giving of such notice.
In any case where notice to Holders is given by mail, neither the failure to mail
such noticg, nor any defect in any notice so mailed, to any particular Holder
shall affect the sufficiency of such notice with respect to other Holders. Any
notice when mailed to a Holder in the aforesaid manner shall be conclusively
deemed to have been reccived by such Holder whether or not actually received
by such Holder. Where this Indenture provides for notice in any manner, such
notice may be waived in writing by the Person entitled to receive such notice,
either before or after the event, and such waiver shall be the equivalent of such
notice. Waivers of notice by Holders shall be filed with the Trustee, but such
filing shall not be a condition precedent to the validity of any action taken in
reliance upon such waiver.

In case by reason of the suspension of regular mail service or by reason
of any other cause it shall be impracticable to give such notice by mail, then
such notification as shall be made with the approval of the Trustee shall
constitute a sufficient notification for every purpose hereunder.

Section 107. Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a provision of
the Trust Indenture Act which is required under such Act to be a part of and
govern this Indenture, the latter provision shall control. If any provision of this
Indenture modifies or excludes any provision of the Trust Indenture Act which
may be so modified or excluded, the latter provision shall be deemed to apply
to this Indenture as so modified or to be excluded, as the case may be.
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Section 108. Effect of Headings and Table of Contents.

The Arsticle and Section headings herein and the Table of Contents are
for convenience only and shall not affect the construction hereof,

Section 109, Successors and Assigns.

All covenants and agreements in this Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.

Section 110. Separability Clause.

In case any provision in this Indenture or in the Securities shall be
invalid, illegal or unenforceable, the validity, legality and enforceability of the
remaining provisions shall not in any way be affected or impaired thereby.

Section 111. Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or implied, shall
give to any Person, other than the parties hereto, their successors hereunder, the
Holders, and the holders of any Senior Debt, any benefit or any legal or
equitable right, remedy or claim under this Indenture.

Section 112. QGoverning Law.

This Indenture and the Securities shall be governed by and construed in
accordance with the law of the State of New York. Without regard to conflicts
of laws principles thereof.

Section 113, Legal Holidays.

In any case where any Interest Payment Date, Redemption Date or Stated
Maturity of any Security shall not be a Business Day at any Place of Payment,
then (notwithstanding any other provision of this Indenture or of the Securities
(other than a provision of any Security which specifically states that such
provision shall apply in lieu of this Section)) payment of interest or principal
(and premium, if any)} need not be made at such Place of Payment on such date,
but may be made on the next succeeding Business Day at such Place of Payment
with the same force and effect as if made on the Interest Payment Date or
Redemption Date, or at the Stated Maturity, and no interest shall accrue with
respect to such payment for the period from and after such Interest Payment
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Date, Redemption Date or Stated Maturity, as the case may be, to such next
succeeding Business Day.

Section 114. Certain Matters Relating to Currencies.

Whenever any action or Act is to be taken hereunder by the Holders of
Securities denominated in different currencies or currency units, then for
purposes of determining the principal amount of Securities held by such Holders,
the aggregate principal amount of the Securities denominated in a foreign
currency or currency unit shall be deemed to be that amount of Dollars that
could be obtained for such principal amount on the basis of a spot exchange rate
specified to the Trustee for such series in an Officers’ Certificate for exchanging
such foreign currency or currency unit into Dollars as of the date of the taking
of such action or Act by the Holders of the requisite percentage in principal -
amount of the Securities.

The Trustee shall segregate moneys, funds and accounts held by the
Trustee in one currency or currency unit from any moneys, funds or accounts
held in any other currencies or currency units, notwithstanding any provision
herein that would otherwise permit the Trustee to commingle such amounts.

e

Section 115. Immunity of Incorporators, Stockholders, Officers and Directors.

No recourse shall be had for the payment of the principal of (and
premium, if any), or the interest, if any, on any Securities of any series, or for
any claim based thereon, or upon any obligation, covenant or agreement of this
Indenture, against any incorporator, stockholder, officer or director, as such,
past, present or future, of the Company or of any successor corporation, either
directly or indirectly through the Company or any successor corporation,
whether by virtue of any constitution, statute or rule of law or by the
enforcement of any assessment of penalty or otherwise; it being expressly agreed
and understood that this Indenture and all the Securities of each series are solely
corporate obligations, and that no personal liability whatever shall attach to, or
is incurred by, any incorporator, stockholder, officer or director, past, present or
future, of the Company or of any successor corporation, either directly or
indirectly through the Company or any successor corporation, because of the
incurring of the indebtedness hereby authorized or under or by reason of any of
the obligations, covenants or agreements contained in this Indenture or in any
of the Securities of any series, or to be implied herefrom or therefrom; and that
all such personal liability is hereby expressly released and waived as a condition
of, and as part of the consideration for, the execution of this Indenture and the
issuance of the Securities of each series.
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Section 116. Counterparts.

This Indenture may be executed in any number of counterparts, each of
which shall be an original; but such counterparts shall together constitute but
one and the same instrument.

Section 117. Assignment to Affiliate,

The Company will have the right at all times to assign by indenture
supplemental hereto any of its rights or obligations under the Indenture to a
direct, indirect, or wholly owned Affiliate of the Company; provided that, in the
event of any such assignment, the Company will remain Hable for all such
obligations.

ARTICLE TWO

Security Forms

Section 201. Forms Generally.

The Securities of each series shall be in substantially the form set forth
in this Article, or in such other form as shall be established by or pursuant to a
Board Resolution or in one or more indentures supplemental hereto, in each case
with such appropriate insertions, omissions, substitutions and other variations as
are required or permitted by this Indenture, and may have such letters, numbers
or other marks of identification and such legends or endorsements placed
thereon as may be required to comply with the rules of any securities exchange
or Depositary therefor or as may, consistently herewith, be determined by the
officers executing such Securities, as evidenced by their execution thereof. If the
form of Securities of any series is established by action taken pursuant to a
Board Resolution, a copy of an appropriate record of such action shall be
certified by the Secretary or an Assistant Secretary of the Company and
delivered to the Trustee at or prior to the delivery of the Company Order
contemplated by Section 303 for the authentication and delivery of such
Securities.

The definitive Securities shall be printed, lithographed or engraved on
steel engraved borders or may be produced in any other manner, all as
determined by the officers executing such Securities, as evidenced by their
execution of such Securities.
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Section 202. Form of Face of Security.

[Insert any legend required by the Internal Revenue Code and the
regulations thereunder.]

THE UNION LIGHT, HEAT AND POWER COMPANY

CUSIP NO.

The Union Light, Heat and Power Company, a corporation duly
organized and existing under the laws of the Commonwealth of Kentucky
(herein called the "Company", which term includes any successor Person under
the Indenture hereinafter referred to), for value received, hereby promises to pay
17 TR U SOURPEPVON , or registered assigns, the principal sum of
............... e DOHAES 0N e [E the
Security is to bear interest prior to Maturity, insert: , and to pay interest
thereon from ............. or from the most recent Interest Payment Date to which
interest has been paid or duly provided for, .......ccceen..... On cccvvernenn. and ....o...
in each year, commencing ......, at the rate of ...% per annum, until the
principal hereof is paid or made available for payment. The interest so payable,
and punctually paid or duly provided for, on any Interest Payment Date will, as
provided in such Indenture, be paid to the Person in whose name this Security
(or one or more Predecessor Securities) is registered at the close of business on
the Regular Record Date for such interest, which shall be the ...... [+) S
(whether or not a Business Day), as the case may be, next preceding such
Interest Payment Date. Any such interest not so punctually paid or duly provided
for will forthwith cease to be payable to the Holder on such Regular Record
Date and may either be paid to the Person in whose name this Security (or one
or more Predecessor Securities) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by
the Trustee, notice whereof shall be given to Holders of Securities of this series
not less than 10 days prior to such Special Record Date, or be paid at any time
in any other lawful manner not inconsistent with the requirements of any
securities exchange on which the Securities of this series may be listed, and
upon such notice as may be required by such exchange, all as more fully
provided in said Indenture].

[If the Security is not to bear interest prior to Maturity, insert: The principal
of this Security shall not bear interest except in the case of a default in payment
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of principal upon acceleration, upon redemption or at Stated Maturity and in
such case the overdue principal and any overdue premium shall bear interest at
the rate of ....% per annum (fo the extent that the payment of such interest shall
be legally enforceable), from the dates such amounts are due until they are paid
or made available for payment. Interest on any overdue principal or premium
shall be payable on demand. Any such interest on overdue principal or premium
which is not paid on demand shall bear interest at the rate of ......% per annum
{(to the extent that the payment of such interest on interest shall be legally
enforceable), from the date of such demand until the amount so demanded is
paid or made avaiiable for payment. Interest on any overdue interest shall be
payable on demand.}

Payment of the principal of (and premium, if any) and [if applicable,
insert: any such] interest on this Security will be made at the office or agency
of the Company maintained for that purpose in ............ , in such coin or currency
of the United States of America as at the time of payment is legal tender for
payment of public and private debts [if applicable, insert: ;provided, however,
that at the option of the Company payment of interest may be made by check
mailed to the address of the Person entitled thereto as such address shall appear
in the Security Register].

An¥y payment on this Security due on any day which is not a Business
Day in the City of New York need not be made on such day, but may be made
on the next succeeding Business Day with the same force and effect as if made
on the due date and no interest shall accrue for the period from and after such
date.

Reference is hereby made to the further provisions of this Security set
forth on the reverse hereof, [if subordinated, insert; including, without
limitation, provisions subordinating the payment of the principal hereof and any
premium and interest hereon to the payment in full of all Senior Debt as defined
in the Indenture] which such further provisions shall for all purposes have the
same effect as if set forth at this place.

Unless the certificate of authentication hereon has been executed by the
Trustee referred to on the reverse hereof by manual signature, this Security shall
not be entitled to any benefit under the Indenture or be valid or obligatory for

any purpose.
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In Witness Whereof, the Company has caused this instrument to be duly
executed.

THE UNION LIGHT, HEAT AND POWER COMPANY

Section 203. Form of Reverse of Security.

This Security is one of a duly authorized issue of securities of the
Company (herein called the “Securities"), issued and to be issued in one or
more series under an Indenture, dated as of July 1, 1995 (herein called the
"Indenture”, which term shall have the meaning assigned to it in such
instrument), between the Company and The Fifth Third Bank, as Trustee (herein
called the "Trustee", which term includes any successor trustee under the
Indenture), and reference is hereby made to the Indenture for a statement of the
respective rights, limitations of rights, duties and immunities thereunder of the
Company, the Trustee and the Holders of the Securities and of the terms upon
which the Securities are, and are to be, authenticated and delivered. This
Security is one of the series designated on the face hereof (if applicable, insert:

, limited in aggregate principal amount to §...........].

[If applicable, insert: The Securities of this series are subject to redemption
upon not less than 30 days’ notice by mail, [if applicable, insert; (1) on ...........
in any year commencing with the year ... and ending with the year ......
through operation of the sinking fund for this series at a Redemption Price equal
to 100% of the principal amount, and (2)] at any time [if applicable, insert: on

or after .........., ..}, as a whole or in part, at the election of the Company, at the
following Redemption Prices (expressed as percentages of the principal amount):
If redeemed [if applicable, insert:  on or before ... y %, and if
redeemed] during the 12-month period beginning ............. of the years indicated,
Redemption Redemption
Year Price Year Price
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and thereafter at a Redemption Price equal to ....% of the principal amount,
together in the case of any such redemption [if applicable, insert: (whether
through operation of the sinking fund or otherwise)] with accrued interest to the
Redemption Date, but interest installments whose Stated Maturity is on or prior
to such Redemption Date will be payable to the Holders of such Securities, or
one or more Predecessor Securities, of record at the close of business on the
relevant Record Dates referred to on the face hereof, all as provided in the
Indenture.]

[If applicable, insert: The Securities of this series are subject to redemption
upon not less than 30 days’ notice by mail, (1) on ........ in any year
commencing with the year .... and ending with the year .... through operation of
the sinking fund for this series at the Redemption Prices for redemption through
operation of the sinking fund (expressed as percentages of the principal amount)
set forth in the table below, and (2) at any time [if applicable, insert: on or
after ............ ], as a whole or in part, at the election of the Company, at the
Redemption Prices for redemption otherwise than through operation of the
sinking fund (expressed as percentages of the principal amount) set forth in the
table below: If redeemed during the 12-month period beginning ............ of the
years indicated,

Redemption Price For

Redemption Price For Redemption Otherwise Than
Redemption Through Through Operation of the
Year Operation of the Sinking Sinking Fund
Fund

and thereafter at a Redemption Price equal to .....% of the principal amount,
together in the case of any such redemption (whether through operation of the
sinking fund or otherwise) with accrued interest to the Redemption Date, but
interest installments whose Stated Maturity is on or prior to such Redemption
Date will be payable to the Holders of such Securities, or one or more
Predecessor Securities, of record at the close of business on the relevant Record
Dates referred to on the face hereof, all as provided in the Indenture.}
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{If applicable, insert: Notwithstanding the foregoing, the Company may not,
prior 10 . , redeem any Securities of this series as contemplated by {if
applicable, insert: Clause (2) of] the preceding paragraph as a part of, or in
anticipation of, any refunding operation by the application, directly or indirectly,
of moneys borrowed having an interest cost to the Company (calculated in
accordance with generally accepted financial practice) of less than ... % per
annum. ]

{If applicable, insert:  The sinking fund for this series provides for the

redemption on ............ in each year beginning with the year ... and ending
with the vear ...... of [if applicable, insert: not less than $.......... ("mandatory
sinking fund") and not more than] $....... aggregate principal amount of

Securities of this series. Securities of this series acquired or redeemed by the
Company otherwise than through {if applicable, insert: mandatory] sinking
fund payments may be credited against subsequent [if applicable, insert:
mandatory] sinking fund payments otherwise required to be made [if applicable,
insert: , in the inverse order in which they become due].]

[If the Security is subject to redemption of any kind, insert: In the event of
redemption of this Security in part only, a new Security or Securities of this
series and of like tenor for the unredeemed portion hereof will be issued in the
name of tfie Holder hereof upon the cancellation hereof.)

[If subordinated, insert: The indebtedness evidenced by the Securities of this
series is, to the extent and in the manner provided in the Indenture, expressly
subordinate and subject in right of payment to the prior payment in full of all
Senior Debt of the Company (as defined in the Indenture) whether outstanding
at the date of the Indenture or thercafter incurred, and this Security is issued
subject to the provisions of the Indenture with respect to such subordination.
Each holder and owner of this Security, by accepting the same, agrees to and
shall be bound by such provisions and authorizes the Trustee in his behalf to
take such action as may be necessary or appropriate to effectuate the
subordination so provided and appoints the Trustee his attorney-in-fact for such

purpose.]

[If applicable, insert: The Indenture contains provisions for defeasance at
any time of [the entire indebtedness of this Security] [or] [certain restrictive
covenants and Events of Default with respect to this Security] [, in each case]
upon compliance with certain conditions set forth in the Indenture.]

[1f the Security is not an Original Issue Discount Security, insert: [fan Event
of Default with respect to Securities of this series shall occur and be continuing,
the principal of the Securities of this series may be declared due and payable in
the manner and with the effect provided in the Indenture.]
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{If the Security is an Original Issue Discount Security, insert: If an Event of
Default with respect to Securities of this series shall occur and be continuing,
an amount of principal of the Securities of this series may be declared due and
payable in the manner and with the effect provided in the Indenture. Such
amount shall be equal to insert: formula for determining the amount. Upon
payment (i) of the amount of principal so declared due and payable and (ii) of
interest on any overdue principal, premium and interest (in each case to the
extent that the payment of such interest shall be legally enforceable), all of the
Company’s obligations in respect of the payment of the principal of and
premium and interest, if any, on the Securities of this series shall terminate.]

The Indenture permits, with certain exceptions as therein provided, the
amendment thereof and the modification of the rights and obligations of the
Company and the rights of the Holders of the Securities of each series to be
affected under the Indenture at any time by the Company and the Trustee with
the consent of the Holders of a majority in principal amount of the Securities at
the time Qutstanding of each series to be affected. The Indenture also contains
provisions permitting the Holders of a majority in principal amount of the
Securities of each series at the time Outstanding, on behalf of the Holders of all
Securities of such series, to waive compliance by the Company with certain
provisions of the Indenture and certain past defaults under the Indenture and
their conséguences. Any such consent or waiver by the Holder of this Security
shall be conclusive and binding upen such Holder and upon all future Holders
of this Security and of any Security issued upon the registration of transfer
hereof or in exchange herefor or in lieu hereof, whether or not notation of such
consent or waiver is made upon this Security.

As provided in and subject to the provisions of the Indenture, the Holder
of this Security shall not have the right to institute any proceeding with respect
to the Indenture or for the appointment of a receiver or trustee or for any other
remedy thereunder, unless such Holder shall have previously given the Trustee
written notice of a continuing Event of Default with respect to the Securities of
this series, the Holders of not less than 35% in principal amount of the
Securities of this series at the time Outstanding shall have made written request
to the Trustee to institute proceedings in respect of such Event of Default as
Trustee and offered the Trustee indemnity reasonably satisfactory to the Trustee,
and the Trustee shall not have received from the Holders of a majority in
principal amount of Securities of this series at the time Outstanding a direction
inconsistent with such request, and shall have failed to institute any such
proceeding, for 60 days after receipt of such notice, request and offer of
indemnity. The foregoing shall not apply to any suit instituted by the Holder of
this Security for the enforcement of any payment of principal hereof or any
premium or interest hereon on or after the respective due dates expressed herein.

No reference herein to the Indenture and no provision of this Security or
of the Indenture shall alter or impair the obligation of the Company, which is
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absolute and unconditional, to pay the principal of and any premium and interest
on this Security at the times, place and rate, and in the coin or currency, herein
prescribed.

As provided in the Indenture and subject to certain limitations therein set
forth, the transfer of this Security is registrable in the Security Register, upon
surrender of this Security for registration of transfer at the office or agency of
the Company in any place where the principal of and any premium and interest
on this Security are payable, duly endorsed by, or accompanied by a written
instrument of transfer in form satisfactory to the Company and the Security
Registrar duly executed by, the Holder hereof or his attorney duly authorized in
writing, and thereupon one or more new Securities of this series and of like
tenor, of authorized denominations and for the same aggregate principal amount,
will be issued to the designated transferee or transferees.

The Securities of this series are issuable only in registered form without
coupons in denominations of ... and any integral multiple thereof. As
provided in the Indenture and subject to certain limitations therein set forth,
Securities of this series are exchangeable for a like aggregate principal amount
of Securities of this series and of like tenor of a different authorized
denomination, as requested by the Holder surrendering the same.

No service charge shall be made for any such registration of transfer or
exchange, but the Company may require payment of a sum sufficient to cover
any tax or other governmental charge payable in connection therewith.

Prior to due presentment of this Security for registration of transfer, the
Company, the Trustee and any agent of the Company or the Trustee may treat
the Person in whose name this Security is registered as the owner hereof for all
purposes, whether or not this Security be overdue, and neither the Company, the
Trustee nor any such agent shall be affected by notice to the contrary.

All terms used in this Security which are defined in the Indenture shall
have the meanings assigned to them in the Indenture,

Section 204, Form of Legend for Global Securities.

Unless otherwise specified as contemplated by Section 301 for the
Securities evidenced thereby, every Global Security authenticated and delivered
hereunder shall bear a legend in substantially the following form (or such other
form as a securities exchange or Depositary may request or require):

This Security is a Global Security within the meaning of the Indenture

hereinafter referred to and is registered in the name of a Depositary or a
nominee thereof. This Security may not be exchanged in whole or in part for a
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Security registered, and no transfer of this Security in whole or in part may be
registered, in the name of any Person other than such Depositary or a nominee
thereof, except in the limited circumstances described in the Indenture.

Section 205. Form of Trustee’s Certificate of ‘Authentication.

The Trustee’s certificates of authentication shall be in substantially the
following form:

This is one of the Securities of the series designated therein referred to
in the within-mentioned Indenture.

THE FIFTH THIRD BANK,

As Trustee
Authorized Signatory

ARTICLE THREE

The Securities

Section 301. Amount Unlimited; Issuable in Series.

The aggregate principal amount of Securities which may be authenticated
and delivered under this Indenture is unlimited.

The Securities may be issued in one or more series. There shall be
established in or pursuant to a Board Resolution and, subject to Section 303, set
forth, or determined in the manner provided, in an Officers’ Certificate, or
established in one or more indentures supplemental hereto, prior to the issuance
of Securities of any series,

(1) the title of the Securities of the series (which shall distinguish the
Securities of the series from Securities of any other series);

(2) any limit upon the aggregate principal amount of the Securities of
the series which may be authenticated and delivered under this Indenture
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(except for Securities authenticated and delivered upon registration of
transfer of, or in exchange for, or in lieu of, other Securities of the series
pursuant to Section 304, 305, 306, 906 or 1107 and except for any
Securities which, pursuant to Section 303, are deemned never to have been
authenticated and delivered hereunder);

(3) the Person to whom any inferest on a Security of the series shall
be payable, if other than the Person in whose name that Security (or one
or more Predecessor Securities) is registered at the close of business on
the Regular Record Date for such interest;

(4) the date or dates on which the principal of any Securities of the
series s payable;

{5) the rate or rates at which any Securities of the series shall bear
interest, if any, the date or dates from which any such interest shall
accrue, the Interest Payment Dates on which any such interest shall be
payable, the manner of determination of such Interest Payment Dates and
the Regular Record Date for any such inferest payable on any Interest
Payment Date;

“(6) the right, if any, to extend the interest payment periods and the
duration of such extension;

(7) the place or places where the principal of and any premium and
interest on any Securities of the series shall be payable;

(8) the period or periods within which, the price or prices at which
and the terms and conditions upon which any Securities of the series may
be redeemed, in whole or in part, at the option of the Company and, if
other than by a Board Resolution, the manner in which any election by
the Company io redeem the Securities shall be evidenced;

(9} the obligation, if any, of the Company to redeem or purchase any
Securities of the series pursuant to any sinking fund or analogous
provisions or at the option of the Holder thereof and the period or
periods within which, the price or prices at which and the terms and
conditions upon which any Securities of the series shall be redeemed or
purchased, in whole or in part, pursuant to such obligation;

(10) the denominations in which any Securities of the series shall be
issuable;

(11) if the amount of principal of or any premium or interest on any
Securities of the series may be determined with reference to an index or
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pursuant to a formula, the manner in which such amounts shall be
determined;

(12) if other than the currency of the United States of America, the
currency, currencies or currency units in which the principal of or any
premium or interest on any Securities of the series shall be payable and
the manner of determining the equivalent thereof in the currency of the
United States of America for any purpose, including for purposes of the
definition of "Outstanding” in Section 101,

(13) if the principal of or any premium or interest on any Securities
of the series is to be payable, at the election of the Company or the
Holder thereof, in one or more currencies or cwrrency units other than
that or those in which such Securities are stated to be payable, the
currency, currencies or currency units in which the principal of or any
premium or interest on such Securities as to which such election is made
shall be payable, the periods within which and the terms and conditions
upon which such election is to be made and the amount so payable (or
the manner in which such amount shall be determined);

(14) if other than the entire principal amount thereof, the portion of
the” principal amount of any Securities of the series which shall be
payable upon declaration of acceleration of the Maturity thereof pursuant
to Section 502;

(15) if the principal amount payable at the Stated Maturity of any
Securities of the series will not be determinable as of any one or more
dates prior to the Stated Maturity, the amount which shall be deemed to
be the principal amount of such Securities as of any such date for any
purpose thereunder or hereunder, including the principal amount thereof
which shall be due and payable upon any Maturity other than the Stated
Maturity or which shall be deemed to be Outstanding as of any date prior
to the Stated Maturity (or, in any such case, the manner in which such
amount deemed to be the principal amount shall be determined);

(16) if applicable, that the Securities of the series, in whole or any
specified part, shall be defeasible pursuant to Section 1302 or Section
1303 or both such Sections;

(17) if applicable, that any Securities of the series shall be issuable
in whole or int part in the form of one or more Global Securities and, in
such case, the respective Depositaries for such Global Securities, the
form of any legend or legends which shall be borme by any such Global
Security in addition to or in lieu of that set forth in Section 204 and any
circumstances in addition to or in lieu of those set forth in Clause (2) of
the last paragraph of Section 30S in which any such Global Security may
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be exchanged in whole or in part for Securities registered, and any
transfer of such Global Security in whole or in part may be registered,
in the name or names of Persons other than the Depositary for such
Global Security or a nominee thereof’

(18) any addition to or change in the Events of Default which applies
to any Securities of the series and any change in the right of the Trustee
or the requisite Holders of such Securities to declare the principal amount
thereof due and payable pursuant to Section 502;

(19) any addition to or change in the covenants set forth in Article
Ten which applies to Securities of the series;

. (20) the applicability of, or any addition to or change in, Article
Fourteen with respect to the Securities of a series;

(21) any other terms of the series (which terms shall not be
inconsistent with the provisions of this Indenture.

All Securities of any one series shall be substantially identical except as
to date and principal amount and except as may otherwise be provided in or
pursuant t6 the Board Resolution referred to above and (subject to Section 303)
set forth, or determined in the manner provided, in the Officers’ Certificate
referred to above or in any such indenture supplemental hereto.

If any of the terms of the series are established by action taken pursuant
to a Board Resolution, a copy of an appropriate record of such action shall be
certified by the Secretary or an Assistant Secretary of the Company and
delivered to the Trustee at or prior to the delivery of the Officers’ Certificate
setting forth the terms of the series.

Section 302. Denominations.

The Securities of each series shall be issuable only in registered form
without coupons and only in such denominations as shall be specified as
contemplated by Section 301. In the absence of any such specified denomination
with respect to the Securities of any series, the Securities of such series shali be
issuable in denominations of $1,000 and any integral multiple thereof.

Section 303, Execution, Authentication, Delivery and Dating.

The Securities shall be executed on behalf of the Company by its
Chairman of the Board, its Vice Chairman, its President, one of its Vice
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Presidents, or its Treasurer. The signature of any of these officers on the
Securities may be manual or facsimile.

Securities bearing the manual or facsimile signatures of individuals who
were at any time the proper officers of the Company shall bind the Company,
notwithstanding that such individuals or any of them have ceased to hold such
offices prior to the authentication and delivery of such Securities or did not hold
such offices at the date of such Securities.

At any time and from time to time after the execution and delivery of
this Indenture, the Company may deliver Securities of any series executed by the
Company to the Trustee for authentication, together with a Company Order for
the authentication and delivery of such Securities, and the Trustee in accordance
with the Company Order shall authenticate and deliver such Securities. If the
form or terms of the Securities of the series have been established by or
pursuant to a Board Resolution as permitted by Sections 201 and 301, in
authenticating such Securities, and accepting the additional responsibilities under
this Indenture in relation to such Securities, the Trustee shall be entitled to
receive, and (subject to Section 601) shall be fully protected in relying upon, an
Opinion of Counsel stating,

1) if the form of such Securities has been established by or pursuant
to Board Resolution as permitted by Section 201, that such form has
been established in conformity with the provisions of this Indenture;

(2) if the terms of such Securities have been established by or
pursuant to Board Resolution as permitted by Section 301, that such
terms have been established in conformity with the provisions of this
Indenture; and

(3) that such Securities, when authenticated and delivered by the
Trustee and issued by the Company in the manner and subject to any
conditions specified in such Opinion of Counsel, will constitute valid and
legally binding obligations of the Company enforceable in accordance
with their terms, subject to bankruptcy, insolvency, fraudulent transfer,
reorganization, moratorium and similar laws of general applicability
relating to or affecting creditors’ rights to general equity principles and
to such other matters as such counsel shall set forth therein,

If such form or terms have been so established, the Trustee shall not be required
to authenticate such Securities if the issue of such Securities pursuant to this
Indenture will affect the Trustee’s own rights, duties or immunities under the
Securities and this Indenture or otherwise in a manner which is not reasonably
acceptable to the Trustee.
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Notwithstanding the provisions of Section 301 and of the preceding
paragraph, if all Securities of a series are not to be originally issued at one time,
it shall not be necessary to deliver the Officers’ Certificate otherwise required
pursuant to Section 301 or the Company Order and Opinion of Counsel
otherwise required pursuant to such preceding paragraph at or prior to the
authentication of each Security of such series if such documenis (with
appropriate variations to reflect such future issuance) are delivered at or prior
to the authentication upon original issuance of the first Security of such series
to be issued. '

Each Security shall be dated the date of its authentication,

No Security shall be entitled to any benefit under this Indenture or be
valid or obligatory for any purpose unless there appears on such Security a
certificate of authentication substantially in the form provided for herein
executed by the Trustee by manual signature, and such certificate upon any
Security shall be conclusive evidence, and the only evidence, that such Security
has been duly authenticated and delivered hereunder. Notwithstanding the
foregoing, if any Security shall have been authenticated and delivered hereunder
but never issued and sold by the Company, and the Company shall deliver such
Security to the Trustee for cancellation as provided in Section 309, for all
purposes ‘6f this Indenture such Security shall be deemed never to have been
authenticated and delivered hereunder and shall never be entitled to the benefits
of this Indenture.

Section 304. Temporary Securities.

Pending the preparation of definitive Securities of any series, the
Company may execute, and upon Company Order the Trustee shall authenticate
and deliver, temporary Securities which are printed, lithographed, typewritten,
mimeographed or otherwise produced, in any authorized denomination,
substantially of the tenor of the definitive Securities in lieu of which they are
issued and with such appropriate insertions, omissions, substitutions and other
variations as the officers executing such Securities may determine, as evidenced
by their execution of such Securities.

If temporary Securities of any series are issued, the Company will cause
definitive Securities of that series to be prepared without unreasonable delay.
After the preparation of definitive Securities of such series, the temporary
Securities of such series shall be exchangeable for definitive Securities of such
series upon surrender of the temporary Securities of such series at the office or
agency of the Company in a Place of Payment for that series, without charge to
the Holder. Upon surrender for cancellation of any one or more temporary
Securities of any series, the Company shall execute and the Trustee shall
authenticate and deliver in exchange therefor one or more definitive Securities
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of the same series, of any authorized denominations and of like tenor and
aggregate principal amount. Until so exchanged, the temporary Securities of any
series shall in all respects be entitled to the same benefits under this Indenture
as definitive Securities of such series and tenor.

Section 305. Registration, Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust Office of the
Trustee a register (the register maintained in such office and in any other office
or agency of the Company in a Place of Payment being herein sometimes
collectively referred to as the "Security Register") in which, subject to such
reasonable regulations as it may prescribe, the Company shall provide for the
registration of Securities and of transfers of Securities. The Trustee is hereby
appointed "Security Registrar" for the purpose of registering Securities and
transfers of Securities as herein provided.

Upon surrender for registration of transfer of any Security of a series at
the office or agency of the Company in a Place of Payment for that series, the
Company shall execute, and the Trustee shall authenticate and deliver, in the
name of the designated transferee or transferees, one or more new Securities of
the same séries, of any authorized denominations and of like tenor and aggregate
principal amount.

At the option of the Holder, Securities of any series may be exchanged
for other Securities of the same series, of any authorized denominations and of
like tenor and aggregate principal amount, upon surrender of the Securities to
be exchanged at such office or agency. Whenever any Securities are so
surrendered for exchange, the Company shall execute, and the Trustee shall
authenticate and deliver, the Securities which the Holder making the exchange
is entitled to receive,

Al Securities issued upon any registration of transfer or exchange of
Securities shall be the valid obligations of the Company, evidencing the same
debt, and entitled to the same benefits under this Indenture, as the Securities
surrendered upon such registration of transfer or exchange.

Every Security presented or surrendered for registration of transfer or for
exchange shall (if so required by the Company or the Trustee) be duly endorsed,
or be accompanied by a written instrument of transfer in form satisfactory to the
Company and the Security Registrar duly executed, by the Holder thereof or his
attorney duly authorized in writing,

No service charge shall be made for any registration of transfer or

exchange of Securities, but the Company may require payment of a sum
sufficient to cover any tax or other governmental charge that may be imposed
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in connection with any registration of transfer or exchange of Securities, other
than exchanges pursuant to Section 304, 906 or 1107 not involving any transfer.

If the Securities of any series (or of any series and specified tenor) are
to be redeemed in part, the Company shall not be required (A) to issue, register
the transfer of or exchange any Securities of that series (or of that series and
specified tenor, as the case may be) during a period beginning at the opening of
business 15 days before the day of the mailing of a notice of redemption of any
such Securities selected for redemption under Section 1103 and ending at the
close of business on the day of such mailing, or (B) to register the transfer of
or exchange any Security so selected for redemption in whole or in part, except
the unredeemed portion of any Security being redeemed in part.

The provisions of Clauses (1), (2), (3) and (4) below shall apply only
to Global Securities:

(1) Each Global Security authenticated under this Indenture shall be
registered in the name of the Depositary designated for such Global
Security or a nominee thereof and delivered to such Depositary or
nominee thereof or custodian therefor, and each such Global Security
shall constitute a single Security for all purposes of this Indenture,

(2) Notwithstanding any other provision in this Indenture, no Global
Security may be exchanged in whole or in part for Securities registered,
and no transfer of a Global Security in whole or in part may be
registered, in the name of any Person other than the Depositary for such
Global Security or a nominee thereof unless (A) such Depositary (i) has
notified the Company that it is unwilling or unable to continue as
Depositary for such Global Security or (i) has ceased to be a clearing
agency registered under the Exchange Act, (B) there shall have occurred
and be continuing an Event of Default with respect to such Global
Security or (C) there shall exist such circumstances, if any, in addition
to or in lieu of the foregoing as have been specified for this purpose as
contemplated by Section 301.

(3) Subject to Clause (2) above, any exchange of a Global Security
for other Securities may be made in whole or in part, and all Securities
issued in exchange for a Global Security or any portion thereof shall be
registered in such names as the Depositary for such Global Security shall
direct.

(4) Every Security authenticated and delivered upon registration of
transfer of, or in exchange for or in lieu of, a Global Security or any
portion thereof, whether pursuant to this Section, Section 304, 306, 906
or 1107 or otherwise, shall be authenticated and delivered in the form of,
and shall be, a Global Security, unless such Security is registered in the
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name of a Person other than the Depositary for such Global Security or
a nominee thereof.

Section 306. Mutilated, Destroyed, Lost and Stolen Securities.

[f any mutilated Security is surrendered to the Trustee, the Company
shall execute and the Trustee shall authenticate and deliver in exchange therefor
a new Security of the same series and of like tenor and principal amount and
bearing a number not contemporaneously outstanding.

If there shall be delivered to the Company and the Trustee (i} evidence
to their satisfaction of the destruction, loss or theft of any Security and (ii) such
security or indemnity as may be required by them to save each of them and any
agent of either of them harmless, then, in the absence of notice to the Company
or the Trustee that such Security has been acquired by a bona fide purchaser, the
Company shall execute and the Trustee shall authenticate and deliver, in lieu of
any such destroyed, lost or stolen Security, a new Security of the same series
and of like tenor and principal amount and bearing a number not
contemporaneously outstanding. ‘

Ir'Case any such mutilated, destroyed, lost or stolen Security has become
or is about to become due and payable, the Company in its discretion may,
instead of issuing a new Security, pay such Security.

Upon the issuance of any new Security under this Section, the Company
may require the payment of a sum sufficient to cover any tax or other
governmental charge that may be imposed in relation therete and any other
expenses (including the fees and expenses of the Trustee) connected therewith.

Every new Security of any series issued pursuant to this Section in lieu
of any destroyed, lost or stolen Security shall constitute an original additional
contractual obligation of the Company, whether or not the destroyed, lost or
stolen Security shall be at any time enforceable by anyone, and shall be entitled
to all the benefits of this Indenture equally and proportionately with any and all
other Securities of that series duly issued hereunder.

The provisions of this Section are exclusive and shall preclude (to the
extent lawful) all other rights and remedies with respect to the replacement or
payment of mutilated, destroyed, lost or stolen Securities.

Section 307. Payment of Interest; Interest Rights Preserved.

Except as otherwise provided as contermplated by Section 301 with
respect to any series of Securities, interest on any Security which is payable, and
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is punctually paid or duly provided for, on any Interest Payment Date shall be
paid to the Person in whose name that Security (or one or more Predecessor
Securities) is registered at the close of business on the Regular Record Date for
such interest.

Any interest on any Security of any series which is payable, but is not
punctually paid or duly provided for, on any Interest Payment Date (herein
called "Defaulted Interest") shall forthwith cease to be payable to the Holder on
the relevant Regular Record Date by virtue of having been such Holder, and
such Defaulted Interest may be paid by the Company, at its election in each
case, as provided in Clause (1) or (2) below:

(1) The Company may elect to make payment of any Defaulted
Interest to the Persons in whose names the Securities of such series (or
their respective Predecessor Securities) are registered at the close of
business on a Special Record Date for the payment of such Defaulted
Interest, which shall be fixed in the following manner. The Company
shall notify the Trustee in writing of the amount of Defaulted Interest
proposed to be paid on each Security of such series and the date of the
proposed payment, and at the same time the Company shall deposit with
the Trustee an amount of money equal to the aggregate amount proposed
to~be paid in respect of such Defaulted Interest or shall make
arrangements  satisfactory to the Trustee for such deposit prior to the
date of the proposed payment, such money when deposited to be held
in trust for the benefit of the Persons entitled to such Defaulted Interest
as in this Clause provided. Thereupon the Trustee shall fix a Special
Record Date for the payment of such Defaulted Interest which shall be
not more than 15 days and not less than 10 days prior to the date of the
proposed payment and not less than 10 days after the receipt by the
Trustee of the notice of the proposed payment. The Trustee shall
promptly notify the Company of such Special Record Date and, in the
name and at the expense of the Company, shall cause notice of the
proposed payment of such Defaulted Interest and the Special Record
Date therefor to be given to each Holder of Securities of such series in
the manner set forth in Section 106, not less than 10 days prior to such
Special Record Date. Notice of the proposed payment of such Defaulted
Interest and the Special Record Date therefor having been so mailed,
such Defaulted Interest shall be paid to the Persons in whose names the
Securities of such series (or their respective Predecessor Securities) are
registered at the close of business on such Special Record Date and shall
no longer be payable pursuant to the following Clause (2).

(2) The Company may make payment of any Defaulted Interest on the
Securities of any series in any other lawful manner not inconsistent with
the requirements of any securities exchange on which such Securities
may be listed, and upon such notice as may be required by such
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exchange, if, after notice given by the Company to the Trustee of the
proposed payment pursuant to this Clause, such manner of payment shall
be deemed practicable by the Trustee,

Subject to the foregoing provisions of this Section, each Security
delivered under this Indenture upon registration of transfer of or in exchange for
or in lieu of any other Security shall carry the rights to interest accrued and
unpaid, and to accrue, which were carried by such other Security.

Section 308. Persons Deemed Qwners.

Prior to due presentment of a Security for registration of transfer, the
Company, the Trustee and any agent of the Company or the Trustee may treat
the Person in whose name such Security is registered as the owner of such
Security for the purpose of receiving payment of principal of and any premium
and (subject to Section 307) any interest on such Security and for all other
purposes whatsoever, whether or not such Security be overdue, and neither the
Company, the Trustee nor any agent of the Company or the Trustee shall be
affected by notice to the contrary.

None of the Company, the Trustee, any Paying Agent (if not the
Company) or the Security Registrar shall have any responsibility or liability for
any aspect of the records relating to or payments made on account of beneficial
ownership interests of a Global Security or for maintaining, supervising or
reviewing any records relating to such beneficial ownership interests.

Section 309. Cancellation,

All Securities surrendered for payment, redemption, registration of
transfer or exchange or for credit against any sinking fund payment shall, if
surrendered to any Person other than the Trustee, be delivered to the Trustee and
shail be promptly cancelled by it. The Company may at any time deliver to the
Trustee for cancellation any Securities previously authenticated and delivered
hereunder which the Company may have acquired in any manner whatsoever,
and may deliver to the Trustee (or to any other Person for delivery to the
Trustee) for cancellation any Securities previously authenticated hereunder which
the Company has not issued and sold, and all Securities so delivered shall be
promptly cancelled by the Trustee. No Securities shall be authenticated in lieu
of or in exchange for any Securities cancelled as provided in this Section, except
as expressly permitied by this Indenture. All cancelled Securities held by the
Trustee shall be disposed of as directed by a Company Order; provided,
however, that the Trustee shall not be required to destroy such cancelled
Securities.
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Section 310. CUSIP Numbers.

The Company in issuing the Securities may use "CUSIP" numbers (if
then generally in use), and, if so, the Trustee may use "CUSIP" numbers in
notices of redemption as a convenience to Holders; provided that any such
notice may state that no representation is made as to the correctness of such
numbers either as printed on the Securities or as contained in any notice of a
redemption and that reliance may be placed only on the other identification
numbers printed on the Securities, and any such redemption shall not be affected
by any defect in or omission of such numbers.

ARTICLE FOUR

Satisfaction and Discharge

Section 401. Satisfaction and Discharge of Indenture.

This Indenture shall upon Company Request cease to be of further effect
(except as to any surviving rights of registration of transfer or exchange of
Securities herein expressly provided for), and the Trustee, at the expense of the
Company, shall execute proper instruments acknowledging satisfaction and
discharge of this Indenture, when (1)} either (A) all Securities theretofore
authenticated and delivered (other than (i) Securities which have been
destroyed, lost or stolen and which have been replaced or paid as provided in
Section 306 and (ii) Securities for whose payment money has theretofore been
deposited in trust or segregated and held in trust by the Company and thereafter
repaid to the Company or discharged from such trust, as provided in Section
1003) have been delivered to the Trustee for cancellation; or (B) all such
Securities not theretofore delivered to the Trustee for cancellation (i) have
become due and payable, or (ii) will become due and payable at their Stated
Maturity within one year, or (iii}) are to be called for redemption within one
year under arrangements satisfactory to the Trustee for the giving of notice of
redemption by the Trustee in the name, and at the expense, of the Company,
and the Company, in the case of (i), (ii) or (iii) above, has deposited or caused
to be deposited with the Trustee as trust funds in trust for the purpose, money
in an amount sufficient to pay and discharge the entire indebtedness on such
Securities not theretofore delivered to the Trustee for cancellation, for principal
and any premium and interest to the date of such deposit (in the case of
Securities which have become due and payable) or to the Stated Maturity or
Redemption Date, as the case may be;

(2) the Company has paid or caused to be paid all other sums payable
hereunder by the Company; and
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(3) the Company has delivered to the Trustee an Officers’ Certificate
and an Opinion of Counsel, each stating that all conditions precedent
herein provided for relating to the satisfaction and discharge of this
Indenture have been complied with.

Notwithstanding the satisfaction and discharge of this Indenture, the
obligations of the Company to the Trustee under Section 607, the obligations of
the Company to any Authenticating Agent under Section 614 and, if money shall
have been deposited with the Trustee pursuant to subclause (B) of Clause (1) of
this Section, the obligations of the Trustee under Section 402 and the last
paragraph of Section 1003 shall survive.

Section 402. Application of Trust Money.

Subject to the provisions of the last paragraph of Section 1003 and to
Article Fourteen, if applicable, all money deposited with the Trustee pursuant
to Section 401 shall be held in trust and applied by it, in accordance with the
provisions of the Securities and this Indenture, to the payment, either directly or
through any Paying Agent (including the Company acting as its own Paying
Agent) as the Trustee may determine, to the Persons entitled thereto, of the
principal aiid any premium and interest for whose payment such money has been
deposited with the Trustee.

ARTICLE FIVE

Remedies

Section 501. Events of Default,

"Event of Default”, wherever used herein with respect to Securities of
any series, means any one of the following events (whatever the reason for such
Event of Default and whether it shall be voluntary or involuntary or be effected
by operation of law or pursuant to any judgment, decree or order of any court
or any order, rule or regulation of any administrative or governmental body):

(1) default in the payment of any interest upon any Security of that
series when it becomes due and payable, and continuance of such default
for a period of 30 days; or

(2) default in the payment of the principal of or any premium on any
Security of that series at its Maturity; or
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(3) default in the deposit of any sinking fund payment, when and as
due by the terms of a Security of that series; or

(4) default in the performance, or breach, of any covenant or warranty
of the Company in this Indenture (other than a covenant or warranty a
default in whose performance or whose breach is elsewhere in this
Section specifically dealt with or which has expressly been included in
this Indenture solely for the benefit of a series of Securities other than
that series), and continuance of such default or breach for a period of 90
days after there has been given, by registered or certified mail, to the
Company by the Trustee or to the Company and the Trustee by the
Holders of at least 35% in principal amount of the Outstanding Securities
of that series a written notice specifying such default or breach and
requiring it to be remedied and stating that such notice is a "Notice of
Default" hereunder; or

(5) the entry by a court having jurisdiction in the premises of (A) a
decree or order for relief in respect of the Company in an involuntary
case or proceeding under any applicable Federal or state bankruptcy,
insolvency, reorganization or other similar law or (B) a decree or order
adjudging the Company a bankrupt or insolvent, or approving as properly
filed a petition seeking reorganization, arrangement, adjustment or
composition of or in respect of the Company under any applicable
Federal or state law, or appointing a custodian, receiver, liquidator,
assignee, trusiee, sequestrator or other similar official of the Company or
of any substantial part of its property, or ordering the winding up or
liguidation of its affairs, and the continuance of any such decree or order
for relief or any such other decree or order unstayed and in effect for a
period of 90 consecutive days; or

(6) the commencement by the Company of a voluntary case or
proceeding under any applicable Federal or state bankruptcy, insolvency,
reorganization or other similar law or of any other case or proceeding to
be adjudicated a bankrupt or insolvent, or the consent by it to the entry
of a decree or order for relief in respect of the Company in an
involuntary case or proceeding under any applicable Federal or state
bankruptcy, insolvency, reorganization or other similar law or to the
commencement of any bankruptcy or insolvency case or proceeding
against it, or the filing by it of a petition or answer or consent seeking
reorganization or relief under any applicable Federal or state law, or the
consent by it to the filing of such petition or to the appointment of, or
taking possession of the Company or of any substantial part of its
property by, a custodian, receiver, liquidator, assignee, trustee,
sequestrator or other similar official or the making by the Company of
an assignment for the benefit of creditors, or the admission by it in
writing of its inability to pay its debts generally as they become due, or
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the taking of corporate action by the Company in furtherance of any such
action; or

(7) any other Event of Default established pursuant to Section 301
with respect to Securities of that series.

Section 502, Acceleration of Maturity; Rescission and Annulment.

If an Event of Default (other than an Event of Defauit specified in
Section 501(5) or 501(6)) with respect to Securities of any series at the time
Qutstanding occurs and is continuing, then in every such case the Trustee or the
Holders of not less than 35% in principal amount of the Outstanding Securities
of that series may declare the principal amount of all the Securities of that series
(or, if any Securities of that series are Original Issue Discount Securities, such
portion of the principal amount of such Securities as may be specified by the
terms thereof) to be due and payable immediately, by a notice in writing 1o the
Company (and to the Trustee if given by Holders), and upon any such
declaration such principal amount (or specified amount) shall become
immediately due and payable. If an Event of Default specified in Section 501(5)
or 501(6) with respect to Securities of any series at the time Qutstanding occurs,
the principal amount of all the Securities of that series (or, if any Securities of
that series are Original Issue Discount Securities, such portion of the principal
amount of such Securities as may be specified by the terms thereof) shall
automatically, and without any declaration or other action on the part of the
Trustee or any Holder, become immediately due and payable.

At any time after such a declaration of acceleration with respect to
Securities of any series has been made and before a judgment or decree for
payment of the money due has been obtained by the Trustee as hereinafter in
this Article provided, the Holders of a majority in principal amount of the
Outstanding Securities of that series, by written notice to the Company and the
Trustee, may rescind and annul such declaration and its consequences if,

(1) the Company has paid or deposited with the Trustee a sum
sufficient to pay (A) all overdue interest on all Securities of that series,
(B) the principal of (and premium, if any, on) any Securities of that
series which have become due otherwise than by such declaration of
acceleration and any interest thereon at the rate or rates prescribed
therefor in such Securities, (C) all sums paid or advanced by the
Trustee hereunder and the  reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel; and

(2) all Events of Default with respect to Securities of that series, other
than the non-payment of the principal of Securities of that series which
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have become due solely by such declaration of acceleration, have been
cured or waived as provided in Section 513,

No such rescission shall affect any subsequent default or impair any right
consequent thereon.

Section 503. Collection of Indebtedness and Suits for Enforcement by Trustee,
The Company covenants that if

(1) default is made in the payment of any interest on any Security when
such interest becomes due and payable and such default continues for a
period of 30 days, or

(2) default is made in the payment of the principal of (or premium, if
any, on) any Security at the Maturity thereof,

the Company will, upon demand of the Trustee, pay to it, for the benefit of the
Holders of such Securities, the whole amount then due and payable on such
Securities for principal and any premium and interest and such further amount
as shall be sufficient to cover the costs and expenses of collection, including the
reasonable compensation, expenses, disbursements and advances of the Trustee,
its agents and counsel.

If an Event of Default with respect to Securities of any series occurs and
is continuing, the Trustee may in its discretion proceed to protect and enforce
its rights and the rights of the Holders of Securities of such series by such
appropriate judicial proceedings as the Trustee shall deem most effectual to
protect and enforce any such rights, whether for the specific enforcement of any
covenant or agreement in this Indenture or in aid of the exercise of any power
granted herein, or to enforce any other proper remedy.

Section 504. Trustee May File Proofs of Claim.

In case of any judicial proceeding relative to the Company (or any other
obligor upon the Securities), its property or its creditors, the Trustee shall be
entitled and empowered, by intervention in such proceeding or otherwise, to take
any and all actions authorized under the Trust Indenture Act in order to have
claims of the Holders and the Trustee allowed in any such proceeding. In
particufar, the Trustee shall be authorized to collect and receive any moneys or
other property payable or deliverable on any such claims and to distribute the
same; and any custodian, receiver, assignee, trustee, liquidator, sequestrator or
other similar official in any such judicial proceeding is hereby authorized by
each Holder to make such payments to the Trustee and, in the event that the
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Trustee shall consent to the making of such payments directly to the Holders,
to pay to the Trustee any amount due it for the reasonable compensation,

expenses, disbursements and advances of the Trustee, its agents and counsel, and
any other amounts due the Trustee under Section 607,

No provision of this Indenture shall be deemed to authorize the Trustee
to authorize or consent to or accept or adopt on behalf of any Holder any plan
of reorganization, arrangement, adjustment or composition affecting the
Securities or the rights of any Holder thereof or to authorize the Trustee to vote
in respect of the claim of any Holder in any such proceeding; provided,
however, that the Trustee may, on behalf of the Holders, vote for the election
of a trustee in bankruptcy or similar official and be a member of a creditors’ or
other similar committee.

Section 505. Trustee May Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the Securities may
be prosecuted and enforced by the Trustee without the possession of any of the
Securities or the production thereof in any proceeding relating thereto, and any
such proceeding instituted by the Trustee shall be brought in its own name as
trustee ofan-express trust, and any recovery of judgment shall, after provision
for the payment of the reasonable compensation, expenses, disbursemments and
advances of the Trustee, its agents and counsel, be for the ratable benefit of the
Holders of the Securities in respect of which such judgment has been recovered.

Section 506. Application of Money Collected,

Any money collected by the Trustee pursuant to this Article, subject to
Article Fourteen, if applicable, shali be applied in the following order, at the
date or dates fixed by the Trustee and, in case of the distribution of such money
on account of principal or any premium or interest, upon presentation of the
Securities and the notation thereon of the payment if only partially paid and
upon surrender thereof if fully paid:

First: To the payment of all amounts due the Trustee under Section 607,
and

Second: To the payment of the amounts then due and unpaid for
principal of and any premium and interest on the Securities in respect of which
or for the benefit of which such money has been collected, ratably, without
preference or prierity of any kind, according to the amounts due and payable on
such Securities for principal and any premium and interest, respectively

Third: The balance, if any, to the Company.
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Section 507. Limitation on Suits.

No Holder of any Security of any series shall have any right to institute
any proceeding, judicial or otherwise, with respect to this Indenture, or for the
appointment of a receiver or {rustee, or for any other remedy hereunder, unless

(1) such Holder has previously given written notice to the Trustee of
a continuing Event of Default with respect to the Securities of that series;

(2) the Holders of not less than 35% in principal amount of the
Outstanding Securities of that series shall have made written request to
the Trustee to instituie proceedings in respect of such Event of Default
in its own name as Trustee hereunder,

(3) such Holder or Holders have offered to the Trustee
indemnity reasonably satisfactory to the Trustee against the costs,
expenses and liabilities to be incurred in compliance with such request;

(4) the Trustee for 60 days after its receipt of such notice, request and
offer of indemnity has failed to institute any such proceeding; and

“{5) no direction inconsistent with such written request has been given
to the Trustee during such 60-day period by the Holders of a majority in
principal amount of the Outstanding Securities of that series; it being
understood and intended that no one or more of such Holders shall have
any right in any manner whatever by virtue of, or by availing of, any
provision of this Indenture to affect, disturb or prejudice the rights of any
other of such Holders, or to obtain or to seek to obtain priority or
preference over any other of such Holders or to enforce any right under
this Indenture, except in the manner herein provided and for the equal
and ratable benefii of all of such Holders.

Section 508. Unconditional Right of Holders to Receive Principal,
Premium and Interest.

Notwithstanding any other provision in this Indenture, the Holder of any
Security shall have the right, which is absolute and unconditional, to receive
payment of the principal of and any premium and {(subject to Section 307)
interest on such Security on the respective Stated Maturities expressed in such
Security (or, in the case of redemption, on the Redemption Date) and to institute
suit for the enforcement of any such payment, and such rights shall not be
impaired without the consent of such Holder.
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Section 509. Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to enforce any
right or remedy under this Indenture and such proceeding has been discontinued
or abandoned for any reason, or has been determined adversely to the Trustee
or to such Holder, then and in every such case, subject to any determination in
such proceeding, the Company, the Trustee and the Holders shall be restored
severally and respectively to their former positions hereunder and thereafter all
rights and remedies of the Trustee and the Holders shall continue as though no
such proceeding had been instituted.

Section 510. Rights and Remedies Cumulative,

Except as otherwise provided with respect to the replacement or payment
of mutilated, destroyed, lost or stolen Securities in the last paragraph of Section
306, no right or remedy herein conferred upon or reserved to the Trustee or to
the Holders is intended to be exclusive of any other right or remedy, and every
right and remedy shall, to the extent permitted by law, be cumulative and in
addition to every other right and remedy given hereunder or now or hereafter
existing at law or in equity or otherwise. The assertion or employment of any
right or rémedy hereunder, or otherwise, shall not prevent the concurrent
assertion or employment of any other appropriate right or remedy.

Section 511. Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holder of any Securities
to exercise any right or remedy accruing upon any Event of Default shall impair
any such right or remedy or constitute a waiver of any such Event of Default or
an acquiescence therein. Every right and remedy given by this Article or by law
to the Trustee or to the Holders may be exercised from time to time, and as
often as may be deemed expedient, by the Trustee or by the Holders, as the case
may be. '

Section 512. Control by Holders.

The Holders of a majority in principal amount of the Qutstanding
Securities of any series shall have the right to direct the time, method and place
of conducting any proceeding for any remedy available to the Trustee, or
exercising any trust or power conferred on the Trustee, with respect to the
Securities of such series, provided that

(1) such direction shall not be in conflict with any rule of law or
with this Indenture, and
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(2) the Trustee may take any other action deemed proper by the
Trustee which is not inconsistent with such direction.

Section 513. Waiver of Past Defaults.

The Holders of not less than a majority in principal amount of the
Outstanding Securities of any series may on behalf of the Holders of all the
Securities of such series waive any past default hereunder with respect to such
series and its consequences, except a default

(1) in the payment of the principal of or any premium or interest on
any Security of such series, or

(2) in respect of a covenant or provision hereof which under Article
Nine cannot be modified or amended without the consent of the Holder
of each Ouistanding Security of such series affected.

Upon any such waiver, such default shall cease to exist, and any Event
of Default arising therefrom shall be deemed to have been cured, for every
purpose of this Indenture; but no such waiver shall extend to any subsequent or
other defalilt or impair any right consequent thereon.

Section 514. Undertaking for Costs,

In any suit for the enforcement of any right or remedy under this
Indenture, or in any suit against the Trustee for any action taken, suffered or
omitted by it as Trustee, a court may require any party litigant in such suit to
file an undertaking to pay the costs of such suit, and may assess costs against
any such party litigant, in the manner and to the extent provided in the Trust
Indenture Act; provided that this Section shall not apply to any suit instituted by
the Trustee or to any suit instituted by any Holder, or group of Holders, holding
in the aggregate more than 10% in principal amount of QOutstanding Securities
(of any series), or to any suit instituted by a Holder for the enforcement of the
payment of the principal of or any premium or interest on any Security on or
after the Stated Maturity thereof (or, in the case of redemption, on or after the
Redemption Date).

Section 515. Waiver of Usury, Stay or Extension Laws.
The Company covenants (to the extent that it may lawfully do so) that
it will not at any time insist upon, or plead, or in any manner whatsoever claim

or take the benefit or advantage of, any usury, stay or extension law wherever
enacted, now or at any {ime hereafter in force, which may affect the covenants
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or the performance of this Indenture; and the Company (to the extent that it may
lawfully do so) hereby expressly waives all benefit or advantage of any such law
and covenants that it will nol hinder, delay or impede the execution of any
power herein granted to the Trustee, but will suffer and permit the execution of
every such power as though no such iaw had been enacted.

ARTICLE SIX

The Trustee

Section 601. Certain Duties and Responsibilities.

The duties and responsibilities of the Trustee shall be as provided by the
Trust Indenture Act. Notwithstanding the foregoing, no provision of this
Indenture shall require the Trustee to expend or risk its own funds or otherwise
incur any financial liability in the performance of any of its duties hereunder, or
in the exercise of any of its rights or powers, if it shall have reasonable grounds
for believing that repayment of such funds or adequate indemnity against such
risk or liability is not reasonably assured to it. Whether or not therein expressly
so provided, every provision of this Indenture relating to the conduct or affecting
the Hability of or affording protection to the Trustee shall be subject to the
provisions of this Section.

Section 602. Notice of Defaults.

If a default occurs hereunder with respect to Securities of any series, the
Trustee shall give the Holders of Securities of such series notice of such default
as and to the extent provided by the Trust Indenture Act, unless such default
shall have been cured or waived; provided, however, that in the case of any
default of the character specified in Section 501(4) with respect to Securities of
such series, no such notice to Holders shall be given until at least 30 days after
the occurrence thereof. For the purpose of this Section, the term "default" means
~any event which is, or after notice or lapse of time or both would become, an
Event of Default with respect to Securities of such series.

Section 603. Certain Rights of Trustee.
Subject to the provisions of Section 601:
(1) the Trustee may rely and shall be protected in acting or refraining

from acting upon any resolution, certificate, statement, instrument,
opinion, report, notice, request, direction, consent, order, bond,

51




debenture, note, other evidence of indebtedness or other paper or
document believed by it to be genuine and to have been signed or
presented by the proper party or parties;

(2) any request or direction of the Company mentioned herein shall
be sufficiently evidenced by a Company Request or Company Order, and
any resolution of the Board of Directors shall be sufficiently evidenced
by a Board Resolution;

(3) whenever in the administration of this Indenture the Trustee shall
deem it desirable that a matter be proved or established prior to taking,
suffering or omitting any action hereunder, the Trustee (unless other
evidence be herein specifically prescribed) may, in the absence of bad
faith on its part, rely upon an Officers’ Certificate;

(4) the Trustee may consult with counsel of its selection and the
advice of such counsel or any Opinion of Counsel shall be full and
complete authorization and protection in respect of any action taken,
suffered or omitted by it hereunder in good faith and in reliance thereon;

(5) the Trustee shall be under no obligation to exercise any of the
rights or powers vested in it by this Indenture at the request or direction
of any of the Holders pursuant to this Indenture, unless such Holders
shall have offered to the Trustee security or indemnity reasonably
satisfactory to the Trustee against the costs, expenses and liabilities
which might be incurred by it in compliance with such request or
direction;

(6) the Trustee shall not be bound to make any investigation into the
facts or matters stated in any resolution, certificate, statement, instrument,
opinion, report, notice, request, direction, consent, order, bond, debenture,
note, other evidence of indebtedness or other paper or document, but the
Trustee, in its discretion, may make such further inguiry or investigation
into such facts or matters as it may see fit.

(7) the Trustee may execute any of the trusts or powers hereunder or
perform any duties hereunder either directly or by or through agents or
attorneys and the Trustee shall not be responsible for any misconduct or
negligence on the part of any agent or attorney appointed with due care
by it hereunder.

Section 604. Not Responsible for Recitals or [ssuance of Securities.

The recitals contained herein and in the Securities, except the Trustee’s
certificates of authentication, shall be taken as the statements of the Company,
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and neither the Trustee nor any Authenticating Agent assumes any responsibility
for their correctness. The Trustee makes no representations as to the validity or
sufficiency of this Indenture or of the Securities. Neither the Trustee nor any
Authenticating Agent shall be accountable for the use or application by the
Company of Securities or the proceeds thereof.

Section 605. May Hold Securities.

The Trustee, any Authenticating Agent, any Paying Agent, any Security
Registrar or any other agent of the Company, in its individual or any other
capacity, may become the owner or pledgee of Securities and, subject to
Sections 608 and 613, may otherwise deal with the Company with the same
rights it would have if it were not Trustee, Authenticating Agent, Paying Agent,
Security Registrar or such other agent.

Section 606. Money Held in Trust.

Money held by the Trustee in trust hereunder need not be segregated
from other funds except to the extent required by law. The Trustee shall be
under no-iiability for interest on any money received by it hereunder except as
otherwise agreed in writing with the Company.

Section 607. Compensation and Reimbursement.
The Company agrees

(1) to pay to the Trustee from time to time such compensation as
shall be agreed to in writing between the Company and the Trustee for
all services rendered by it hereunder (which compensation shall not be
limited by any provision of law in regard to the compensation of a
trustee of an express trust);

{?) except as otherwise expressly provided herein, to reimburse the
Trustee upon its request for all reasonable expenses, disbursements and
advances incurred or made by the Trustee in accordance with any
provision of this Indenture (including the reasonable compensation and
the expenses and disbursements of its agents and counsel), except any
such expense, disbursement or advance as may be attributable to its
negligence or bad faith; and

(3) to indemnify the Trustee for, and to hold it harmless against, any

loss, liability or expense incurred without negligence or bad faith on its
part, arising out of or in connection with the acceptance or administration
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of the trust or trusts hereunder, including the costs and expenses of
defending itself against any claim or liability in connection with the
exercise or performance of any of its powers or duties hereunder.

The Trustee shall have a lien prior to the Securities as to all property and
funds held by it hereunder for any amount owing it or any predecessor Trustee
pursuant to this Section 607, except with respect to funds held in trust for the
benefit of the Holders of particular Securities.

When the Trustee incurs expenses or renders services in connection with
an Event of Defauit specified in Section 501(5) or Section 501(6), the expenses
(including the reasonable charges and expenses of its counsel) and the
compensation for the services are intended to constitute expenses of
administration under any applicable Federal or State bankruptcy, insolvency or
other similar law.

The provisions of this Section shall survive the termination of this
Indenture.

Section 608. Conflicting Interests.

[f the Trustee has or shall acquire a conflicting interest within the
meaning of the Trust Indenture Act, the Trustee shall either eliminate such
interest or tesign, to the extent and in the manner provided by, and subject to
the provisions of, the Trust Indenture Act and this Indenture. To the extent
permitted by such Act, the Trustee shall not be deemed to have a conflicting
interest by virtue of being a trustee under this Indenture with respect to
Securities of more than one series.

Section 609. Corporate Trustee Required; Eligibility.

There shall at all times be one (and only one) Trustee hereunder with
respect to the Securities of each series, which may be Trustee hereunder for
Securities of one or more other series. Each Trustee shall be a Person that is
eligible pursuant to the Trust Indenture Act to act as such and has a combined
capital and surplus of at least $50,000,000. If any such Person publishes reports
of condition at least annually, pursuant to law or to the requirements of its
supervising ot examining authority, then for the purposes of this Section and to
the extent permitted by the Trust Indenture Act, the combined capital and
surplus of such Person shall be deemed to be its combined capital and surplus
as set forth in its most recent report of condition so published. If at any time the
Trustee with respect to the Securities of any series shall cease to be eligible in
accordance with the provisions of this Section, it shall resign immediately in the
manner and with the effect hereinafter specified in this Article.

54




Section 610. Resignation and Removal; Appointment of Successor.

No resignation or removal of the Trustee and no appointment of a
successor Trustee pursuant to this Article shall become effective until the
acceptance of appointment by the successor Trustee in accordance with the
applicable requirements of Section 611.

The Trustee may resign at any time with respect to the Securities of one
or more series by giving written notice thereof to the Company. If the
instrument of acceptance by a successor Trustee required by Section 611 shall
not have been delivered to the Trustee within 30 days after the giving of such
notice of resignation, the resigning Trustee may petition any court of competent
jurisdiction for the appointment of a successor Trustee with respect to the
Securities of such series.

The Trustee may be removed at any time with respect to the Securities
of any series by Act of the Holders of a majority in principal amount of the
Outstanding Securities of such series, delivered to the Trustee and to the
Company.

If at any time:
(1) the Trustee shall fail to comply with Section 608 after written
request therefor by the Company or by any Holder who has been a bona
fide Holder of a Security for at least six months, or

(2) the Trustee shall cease to be eligible under Section 609 and shall
fail to resign after written request therefor by the Company or by any
such Holder, or

{3) the Trustee shall become incapable of acting or shall be adjudged
a bankrupt or insolvent or a receiver of the Trustee or of its property
shall be appointed or any public officer shall take charge or control of
the Trustee or of its property or affairs for the purpose of rehabilitation,
conservation or liquidation,

then, in any such case, (A) the Company by a Board Resolution may remove the
Trustee with respect to all Securities, or (B) subject to Section 514, any Holder
who has been a bona fide Holder of a Security for at least six months may, on
behalf of himself and all others similarly situated, petition any court of
competent jurisdiction for the removal of the Trustee with respect to all
Securities and the appointment of a successor Trustee or Trustees.

If the Trustee shall resign, be removed or become incapable of acting, or

if a vacancy shall occur in the office of Trustee for any cause, with respect to
the Securities of one or more series, the Company, by a Board Resolution, shall
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promptly appoint a successor Trustee or Trustees with respect to the Securities
of that or those series (it being understood that any such successor Trustee may
be appointed with respect to the Securities of ome or more or all of such series
and that at any time there shall be onmly one Trustee with respect to the
Securities of any particular series) and shall comply with the applicable
requirements of Section 611. If, within one year after such resignation, removal
or incapability, or the occurrence of such vacancy, a successor Trustee with
respect to the Securities of any series shall be appointed by Act of the Holders
of a majority in principal amount of the Outstanding Securities of such series
delivered to the Company and the retiring Trustee, the successor Trustee so
appointed shall, forthwith upon its acceptance of such appointment in accordance
with the applicable requirements of Section 611, become the successor Trustee
with respect to the Securities of such series and to that extent supersede the
successor Trustee appointed by the Company. If no successor Trustee with
respect to the Securities of any series shall have been so appointed by the
Company or the Holders and accepted appointment in the manner required by
Section 611, any Holder who has been a bona fide Holder of a Security of such
series for af least six months may, on behalf of himself and all others similarly
situated, petition any court of competent jurisdiction for the appointment of a
successor Trustee with respect to the Securities of such series.

Thé Company shall give notice of each resignation and each removal of
the Trustee with respect 10 the Securities of any series and each appointment of
a successor Trustee with respect to the Securities of any series to all Holders of
Securities of such series in the manner provided in Section 106. Each notice
shall include the name of the successor Trustee with respect to the Securities of
such series and the address of its Corporate Trust Office.

Section 611. Acceptance of Appointment by Successor.

In case of the appointment hereunder of a successor Trustee with respect
to all Securities, every such successor Trustee so appointed shall execute,
acknowledge and deliver to the Company and to the retiring Trustee an
instrument accepting such appointment, and thereupon the resignation or removal
of the retiring Trustee shall become effective and such successor Trustee,
without any further act, deed or conveyance, shall become vested with all the
rights, powers, trusts and duties of the retiring Trustee; but, on the request of the
Company or the successor Trustee, such retiring Trustee shall, upon payment of
its charges, execute and deliver an instrument transferring to such successor
Trustee all the rights, powers and trusts of the retiring Trustee and shall duly
assign, transfer and deiiver to such successor Trustee all property and money
held by such retiring Trustee hereunder.

In case of the appointment hereunder of a successor Trustee with respect
to the Securities of one or more (but not all) series, the Company, the retiring
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Trustee and each successor Trustee with respect to the Securities of one or more
series shall execute and deliver an indenture supplemental hereto wherein each
successor Trustee shall accept such appointment and which (1) shall contain
such provisions as shall be necessary or desirable to transfer and confirm to, and
to vest in, each successor Trustee all the rights, powers, trusts and duties of the
retiring Trustee with respect to the Securities of that or those series to which the
appointment of such successor Trustee relates, (2) if the retiring Trustee is not
retiring with respect to all Securities, shall contain such provisions as shal] be
deemed necessary or desirable to confirm that all the rights, powers, trusts and
duties of the retiring Trustee with respect to the Securities of that or those series
as to which the retiring Trustee is not retiring shall continue to be vested in the
retiring Trustee, and (3) shall add to or change any of the provisions of this
Indenture as shall be necessary to provide for or facilitate the administration of
the trusts hereunder by more than one Trustee, it being understood that nothing
herein or in such supplemental indenture shall constitute such Trustees
co~-trustees of the same trust and that each such Trustee shall be trustee of a trust
or trusts hereunder separate and apart from any trust or trusts hereunder
administered by any other such Trustee; and upon the execution and delivery of
such supplemental indenture the resignation or removal of the retiring Trustee
shall become effective to the extent provided therein and each such successor
Trustee, without any further act, deed or conveyance, shall become vested with
all the rigiits, powers, trusts and duties of the retiring Trustee with respect to the
Securities of that or those series to which the appointment of such successor
Trustee relates; but, on request of the Company or any successor Trustee, such
retiring Trustee shall duly assign, transfer and deliver to such successor Trustee
all property and money held by such retiring Trustee hereunder with respect to
the Securities of that or those series to which the appointment of such successor
Trustee relates.

Upon request of any such successor Trustee, the Company shall execute
any and all instruments for more fully and certainly vesting in and confirming
to such successor Trustee all such rights, powers and trusts referred to in the
first or second preceding paragraph, as the case may be.

No successor Trustee shall accept its appointment unless at the time of
such acceptance such successor Trustee shall be qualified and eligible under this
Article.

Section 612. Merger, Conversion, Consolidation or Succession to Business.

Any corporation into which the Trustee may be merged or converted or
with which it may be consclidated, or any corporation resulting from any
merger, conversion or consolidation to which the Trustee shall be a party, or any
corporation succeeding to all or substantially all the corporate trust business of
the Trustee, shall be the successor of the Trustee hereunder, provided such
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corporation shall be otherwise qualified and eligible under this Article, without
the execution or filing of any paper or any further act on the part of any of the
parties hereto. In case any Securities shall have been authenticated, but not
delivered, by the Trustee then in office, any successor by merger, conversion or
consolidation to such authenticating Trustee may adopt such authentication and
deliver the Securities so authenticated with the same effect as if such successor
Trustee had itself authenticated such Securities.

Section 613. Preferential Collection of Claims Against Company.

If and when the Trustee shall be or become a creditor of the Company
(or any other obligor upon the Securities), the Trustee shall be subject to the
provisions of the Trust {ndenture Act regarding the collection of claims against
the Company (or any such other obligor). For purposes of Section 311(b) (4)
and (6) of the Trust Indenture Act, the following terms shall mean:

(a) "cash transaction” means any transaction in which full payment for
goods or securities sold is made within seven days after delivery of the goods
or securities in currency or in checks or other orders drawn upon banks or
bankers and payable upon demand; and

(b) "self-liquidating paper" means any draft, bill of exchange, acceptance
or obligation which is made, drawn, negotiated or incurred by the Company for
the purpose of financing the purchase, processing, manufacturing, shipment,
storage or sale of goods, wares or merchandise and which is secured by
documents evidencing title to, possession of, or a lien upon, the goods, wares
or merchandise or the receivables or proceeds arising from the sale of the goods,
wares or merchandise previously constituting the security, provided the security
is received by the Trustee simultaneously with the creation of the creditor
relationship with the Company arising from the making, drawing, negotiating or
incurring of the draft, bill of exchange, acceptance or obligation.

Section 614. Appointment of Authenticating Agent.

From time to time the Trustee may appoint one or more Authenticating
Agents with respect to one or more series of Securities, which may include the
Company or any of its Affiliates, with power to act on behalf of the Trustee to
authenticate Securities of such series issued upon original issue and upon
exchange, registration of transfer or partial redemption thereof or pursuant to
Section 306, and Securities so authenticated shall be entitled to the benefits of
this Indenture and shall be valid and obligatory for all purposes as if
authenticated by the Trustee hereunder. Wherever reference is made in this
Indenture to the authentication and delivery of Securities by the Trustee or the
Trustee's certificate of authentication, such reference shall be deemed to include
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authentication and delivery on behalf of the Trustee by an Authenticating Agent
and a certificate of authentication executed on behalf of the Trustee by an
Authenticating Agent. Each Authenticating Agent shall be acceptable to the
Company and shall at all times be a corporation organized and doing business
under the laws of the United States of America, any State thereof or the District
of Columbia, authorized under such laws to act as Authenticating Agent, having
a combined capital and surplus of not less than $50,000,000 and subject to
supervision or examination by Federal or State authority. If such Authenticating
Agent publishes reports of condition at least annually, pursuant to law or to the
requirements of said supervising or examining authority, then for the purposes
of this Section, the combined capital and surplus of such Authenticating Agent
shall be deemed to be its combined capital and surplus as set forth in its most
recent report of condition so published. If at any time an Authenticating Agent
shall cease to be eligible in accordance with the provisions of this Section, such
Authenticating Agent shall resign immediately in the manner and with the effect
specified in this Section.

Any corporation into which an Authenticating Agent may be merged or
converted or with which it may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which such Authenticating
Agent shall be a party, or any corporation succeeding to the corporate agency
or corpordfe trust business of an Authenticating Agent, shall continue to be an
Authenticating Agent, provided such corporation shall be otherwise eligible
under this Section, without the execution or filing of any paper or any further
act on the part of the Trustee or the Authenticating Agent.

An Authenticating Agent may resign at any time by giving writien notice
thereof to the Trustee and to the Company. The Trustee may at any time
terminate the agency of an Authenticating Agent by giving written notice thereof
to such Authenticating Agent and to the Company. Upon receiving such a notice
of resignation or upon such a termination, or in case at any time such
Authenticating Agent shall cease to be eligible in accordance with the provisions
of this Section, the Trustee may appoint a successor Authenticating Agent which
shall be acceptable to the Company. Any successor Authenticating Agent upon
acceptance of its appointment hereunder shall become vested with all the rights,
powers and duties of its predecessor hereunder, with like effect as if originally
named as an Authenticating Agent. No successor Authenticating Agent shall be
appointed unless eligible under the provisions of this Section.

The Company agrees to pay to each Authenticating Agent from time to
time reasonable compensation for its services under this Section.

If an appointment with respect to one or more series is made pursuant to
this Section, the Securities of such series may have endorsed thereon, in addition
to the Trustee's certificate of authentication, an altemative certificate of
authentication in the following form:
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This is one of the Securities of the series designated therein referred to
in the within-mentioned Indenture,

THE FIFTH THIRD BANK

As Trustee

Authorizéd Officer

Section 615. Indemnification,

The Company agrees to indemnify the Trustee for, and hold it
harmless against, any loss, liability or expense incurred by it, arising out of or
in connection with the acceptance or administration of this Indenture or the
trusts hereunder or the performance of its duties hereunder or under any
rglated document, including the reasonable costs and expenses of defending
itself against or investigating any claim or liability with respect to the
Securities, except to the extent that any such loss, liability or expense was
due to its own negligence or bad faith. The Company need not pay for any
settlement made without its consent. The obligations of the Company to the
Trustee under this Section shail survive the satisfaction and discharge of this
Indenture and payment in full and/or retirement of the Securities.

ARTICLE SEVEN

Holders® Lists and Reports by Trustee and Company

Section 701. Company to Furnish Trustee Names and Addresses of Holders.

The Company will furnish or cause to be furnished to the Trustee:
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(1} on each Regular Record Date, a list, in such form as the
Trustee may reasonably require, of the names and addresses of the
Holders of Securities of each series as of such Regular Record Date, and

(2) at such other times as the Trustee may request in writing, within
30 days after the receipt by the Company of any such request, a list of
similar form and content as of a date not more than [5 days prior to the
time such list is furnished;

provided, however, that if and so long as the Trustee shall be the Security
Registrar, no such list need be furnished.

Section 702. Preservation of Information; Communications to Holders.

The Trustee shall preserve, in as current a form as is reasonably
practicable, the names and addresses of Holders contained in the most recent list
as provided in Section 701 and the names and addresses of Holders received by
the Trustee in ifs capacity as Security Registrar, The Trustee may destroy any
list furnished to it as provided in Section 701 upon receipt of a new list so
furnished.

The rights of Holders to communicate  with other Holders with respect
to their rights under this Indenture or under the Securities, and the corresponding
rights and privileges of the Trustee, shall be as provided by the Trust Indenture
Act.

Every Holder of Securities, by receiving and holding the same, agrees
with the Company and the Trustee that neither the Company nor the Trustee nor
any agent of either of them shall be held accountable by reason of any
disclosure of information as to names and addresses of Holders made pursuant
to the Trust Indenture Act.

Section 703. Reports by Trustee.

The Trustee shall transmit to Holders such reports conceming the Trustee
and its actions under this Indenture as may be required pursuant to the Trust
Indenture Act at the times and in the manner provided pursuant thereto. If
required by Section 313(a) of the Trust Indenture Act, the Trustee shall, within
sixty days after each May 15 following the date of this Indenture deliver to
Holders a brief report, dated as of such May 15, which complies with the
provisions of such Section 313(a).
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A copy of each such report shall, at the time of such fransmission to
Holders, be filed by the Trustee with each stock exchange upon which any
Securities are listed, with the Commission and with the Company.

Section 704. Reports by Company.

The Company shall file with the Trustee and the Commission, and
transmit to Holders, such information, documents and other reports, and such
summnaries thereof, as may be required pursuant to the Trust Indenture Act at the
times and in the manner provided pursuant to such Act; provided that any such
information, documents or reports required to be filed with the Commission
pursuant to Section 13 or 13(d) of the Exchange Act shall be filed with the
Trustee within 15 days after the same is so required to be filed with the
Commission.

ARTICLE EIGHT

Consolidation, Merger and Sale

ol

Section 801, Consolidations and Mergers Permitted.

Nothing contained in this Indenture or in any of the Securities shall
prevent any consolidation or merger of the Company with or into any other
corporation or corporations (whether or not affiliated with the Company), or
successive consolidations or mergers in which the Company or its successor or
successors shall be a party or parties, or shall prevent any sale, conveyance,
transfer or other disposition of the property of the Company or its successor or
successors as an entirety, or substantially as an entirety, to any other corporation
(whether or not affiliated with the Company or its successor or successors)
authorized to acquire and operate the same; provided, however, the Company
hereby covenants and agrees that, upon any such consolidation, merger, sale,
conveyance, transfer or other disposition, the due and punctual payment of the
principal of (premium, if any) and interest on all of the Securities of all series
in accordance with the terms of each series, according to their tenor, and the due
and punctual performance and observance of all the covenants and conditions
of this Indenture with respect to each series or established with respect to such
series to be kept or performed by the Company, shall be expressly assumed, by
supplemental indenture (which shall conform to the provisions of the Trust
Indenture Act as then in effect) satisfactory in form to the Trustee executed and
delivered to the Trustee by the entity formed by such consolidation, or into
which the Company shall have been merged, or by the entity which shall have
acquired such property.

62




Section 802. Rights and Duties of Successor Company.

In case of any such consolidation, merger, sale, conveyance, transfer or
other disposition and upon the assumption by the successor corporation, by
supplemental indenture, executed and delivered to the Trustee and satisfactory
in form to the Trustee, of the due and punctual payment of the principal of,
premium, if any, and interest on all of the Securities of all series outstanding and
the due and punctual performance of all of the covenants and conditions of this
Indenture or established with respect to each series of the Securities to be
performed by the Company with respect to each series, such successor
corporation shall succeed to and be substituted for the Company, with the same
effect as if it had been named herein as the party of the first part, and thereupon
the predecessor corporation shall be relieved of all obligations and covenants
under this Indenture and the Securities. Such successor corporation thereupon
may cause to be signed, and may issue either in its own name or in the name
of the Cdmpany or any other predecessor obligor on the Securities, any or all
of the Securities issuable hereunder which theretofore shall not have been signed
by the Company and delivered to the Trustee; and, upon the order of such
successor company, instead of the Company, and subject to all the terms,
conditions and limitations in this Indenture prescribed, the Trustee shall
authenticate and shall deliver any Securities which previousty shall have been
signed and"delivered by the officers of the predecessor Company to the Trustee
for authentication, and any Securities which such successor corporation
thereafter shall cause to be signed and delivered to the Trustee for that purpose.
All the Securities so issued shall in all respects have the same legal rank and
benefit under this Indenture as the Securities theretofore or thereafter issued in
accordance with the terms of this Indenture as though ali of such Securities had
been issued at the date of the execution hereof.

Nothing contained in this Indenture or in any of the Securities shall
prevent the Company from merging into itself or acquiring by purchase or
otherwise all or any part of the property of any other corporation (whether or
not affiliated with the Company}.

Section 803. Opinion of Counsel.
The Trustee may receive an Opinion of Counsel as conclusive evidence

that any such consolidation, merger, sale, conveyance, transfer or other
disposition, and any such assumption, comply with the provisions of this Article.
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ARTICLE NINE

Supplemental Indentures

Section 901. Supplemental Indentures Without Consent of Holders.

‘ Without the consent of any Holders, the Company, when authorized by
a Board Resolution, and the Trustee, at any time and from time to time, may
enter into one or more indentures supplemental hereto, in form satisfactory to
the Trustee, for any of the following purposes:

(1) to evidence the succession of another Person to the Company and
the assumption by any such successor of the covenants of the Company
herein and in the Securities pursuant to Article Eight or Section 117, or

{2) to add to the covenants of the Company for the benefif of the
Holders of all or any series of Securities (and if such covenants are to be
for the benefit of less than all series of Securities, stating that such
covenants ate expressly being included solely for the benefit of such
series) or to surrender any right or power herein conferred upon the
Cofnipany; provided, however, that in respect of any such additional
covenant, such supplemental indenture may provide for a particular
period of grace after default (which period may be shorter or longer than
that allowed in the case of other defaults) or may provide for an
immediate enforcement upon such default or may limit the remedies
available to the Trustee upon such defauit or may limit the right of the
Holders of a majority in aggregate principal amount of the Securities of
such series to waive such default;

(3) to add any additional Events of Default for the benefit of the
Holders of all or any series of Securities (and if such additional Events
of Default are to be for the benefit of less than all series of Securities,
stating that such additional Events of Default are expressly being
included solely for the benefit of such series); or

(4) to add to or change any of the provisions of this Indenture to such
extent as shall be necessary to permit or facilitate the issuance of
Securities in bearer form, regisirable or not registrable as to principal,
and with or without interest coupons, or to permit or facilitate the
issuance of Securities in uncertificated form; or

(5} to add to, change or eliminate any of the provisions of this
Indenture in respect of one or more series of Securities, provided that
any such addition, change or elimination (A) shall neither (i) apply to
any Security of any series created prior to the execution of such
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supplemental indenture and entitled to the benefit of such provision nor
(ii} modify the rights of the Holder of any such Security with respect to
such provision or {B) shall become effective only when there is no such
Security Qutstanding; or

{6) to secure the Securities; or

(7 to establish the form or terms of Securities of any series as
permitted by Sections 201 and 301; or

(8) to evidence and provide for the acceptance of appointment
hereunder by a successor Trustee with respect to the Securities of one or
more series and to add to or change any of the provisions of this
Indenture as shall be necessary to provide for or facilitate the
administration of the trusts hereunder by one or more successor Trustees,
pursuant to the requirements of Section 611; or

(9) to cure any ambiguity, to correct or supplement any provision
herein which may be defective or inconsistent with any other provision
herein, or to make any other provisions with respect to matters or
questions arising under this [ndenture, provided that such action pursuant
to this Clause (9) shall not adversely affect the interests of the Holders
of Securities of any series in any material respect.

The Trustee is hereby authorized to join with the Company in the
execution of any such supplemental indenture, and to make any further
appropriate agreements and stipulations which may be therein contained.

Any supplemental indenture authorized by the provisions of this Section
may be executed by the Company and the Trustee without the consent of the
holders of any of the Securities at the time outstanding, notwithstanding any of
the provisions of Section 902.

Section 902. Supplemental Indentures With Consent of Holders.

With the consent of the Holders of not less than a majority in principal
amount of the Outstanding Securities of each series affected by such
supplemental indenture, by Act of said Holders delivered to the Company and
the Trustee, the Company, when authorized by a Board Resolution, and the
Trustee may enter into an indenture or indentures supplemental hereto for the
purpose of adding any provisions to or changing in any manner or eliminating
any of the provisions of this Indenture or of modifying in any manner the rights
of the Holders of Securities of such series under this Indenture; provided,
however, that no such suppiemental indenture shall, without the consent of the
Holder of each Qutstanding Security affected thereby,
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(1) change the Stated Maturity of the principal of, or any installment
of principal of or interest on, any Security, or reduce the principal
amount thereof or the rate of interest thereon or any premium payabie
upon the redemption thereof, or reduce the amount of the principal of an
Origtnal Issue Discount Security or any other Security which would be
due and payable upon a declaration of acceleration of the Maturity
thereof pursuant to Section 502, or change any Place of Payment where,
or the coin or currency in which, any Security or any premium or interest
thereon is payable, affect the applicability of Article Fourteen to any
Security, or impair the right to institute suit for the enforcement of any
such payment on or after the Stated Maturity thereof (or, in the case of
redemption, on or after the Redemption Date), or

(2) reduce the percentage in principal amount of the Outstanding
Securities of any series, the consent of whose Holders is required for any
such supplemental indenture, or the consent of whose Holders is required
for any waiver (of compliance with certain provisions of this Indenture
or cerfain defaults hereunder and their consequences) provided for in this
Indenture, or

(3) modify any of the provisions of this Section, Section 513 or
Section 1007, except to increase any such percentage or to provide that
certain other provisions of this Indenture cannot be modified or waived
without the consent of the Holder of each Outstanding Security affected
thereby; provided, however, that this clause shall not be deemed to
require the consent of any Holder with respect to changes in the
references to "the Trustee" and concomitant changes in this Section and
Section 1007, or the deletion of this proviso, in accordance with the
requirements of Sections 611 and 901(8).

A supplemental indenture which changes or eliminates any covenant or
other provision of this Indenture which has expressly been included solely for
the benefit of one or more particular series of Securities, or which modifies the
rights of the Holders of Securities of such series with respect to such covenant
or other provision, shall be deemed not to affect the rights under this Indenture
of the Holders of Securities of any other series; provided that no such
supplemental indenture shall modify any provision of this Indenture so as to
adversely affect the rights of any holder of outstanding Senior Debt to the
benefits of Article Fourteen.

It shall not be necessary for any Act of Holders under this Section to

approve the particular form of any proposed supplemental indenture, but it shall
be sufficient if such Act shall approve the substance thereof.
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Section 903. Execution of Supplemental Indentures.

In executing, or accepting the additional trusts created by, any
supplemental indenture permitted by this Article or the modifications thereby of
the trusts created by this Indenture, the Trustee shall be entitled to receive, and
(subject to Section 601) shall be fully protected in relying upon, an Opinion of
Counsel stating that the execution of such supplemental indenture is authorized
or permitted by this Indenture. The Trustee may, but shall not be obligated to,
enter into any such supplemental indenture which affects the Trustee's own
rights, duties or immunities under this Indenture or otherwise.

Section 904. Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this Article, this
Indenture shall be modified in accordance therewith, and such supplemental
indenture shall form a part of this Indenture for all purposes; and every Holder
of Securities theretofore or thereafter authenticated and delivered hereunder shall
be bound thereby.

Section 905. Conformity with Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article shall
conform to the requirements of the Trust Indenture Act as then in effect.

Section 906. Reference in Securities to Supplemental Indentures.

Securities of any series authenticated and delivered after the execution
of any supplemental indenture pursuant to this Article may, and shall if required
by the Trustee, bear a notation in form approved by the Trustee as to any matter
provided for in such supplemental indenture. If the Company shall so determine,
new Securities of any series so modified as to conform, in the opinion of the
Trustee and the Company, to any such supplemental indenture may be prepared
and executed by the Company and authenticated and delivered by the Trustee
in exchange for Outstanding Securities of such series.
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ARTICLE TEN

Covenants

Section 1001, Payment of Principal, Premium and Interest.

The Company covenants and agrees for the benefit of each series of
Securities that it will duly and punctually pay the principal of and any premium
and interest on the Securities of that series in accordance with the terms of the
Securities and this Indenture.

Section 1002, Maintenance of Office or Agency.

The Company will maintain in each Place of Payment for any series of
Securities an office or agency where Securities of that series may be presented
or surrendered for payment, where Securities of that series may be surrendered
for registration of transfer or exchange and where notices and demands to or
upon the Company in respect of the Securities of that series and this Indenture
may be served. The Company will give prompt written notice to the Trustee of
the locatiof, and any change in the location, of such office or agency. If at any
time the Company shall fail to maintain any such required office or agency or
shall fail to furnish the Trustee with the address thereof, such presentations,
surrenders, notices and demands may be made or served at the Corporate Trust
Office of the Trustee, and the Company hereby appoints the Trustee as its agent
to receive all such presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more other
offices or agencies where the Securities of one or more series may be presented
or surrendered for any or all such purposes and may from time to time rescind
such designations; provided, however, that no such designation or rescission
shall in any manner relieve the Company of its obligation to maintain an office
or agency in each Place of Payment for Securities of any series for such
purposes. The Company will give prompt written notice to the Trustee of any
such designation or rescission and of any change in the location of any such
other office or agency.

Section 1003. Money for Securities Payments to Be Held in Trust.

If the Company shall at any time act as its own Paying Agent with
respect to any series of Securities, it will, on or before each due date of the
principal of or any premium or interest on any of the Securities of that series,
segregate and hold in trust for the benefit of the Persons entitled thereto a sum
sufficient to pay the principal and any premium and interest so becoming due
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until such sums shall be paid to such Persons or otherwise disposed of as herein
provided and will promptly notify the Trustee of its action or failure so to act.

Whenever the Company shall have one or more Paying Agents for any
series of Securities, it will, on or before each due date of the principal of or any
premium or interest on any Securities of that series, deposit with a Paying Agent
a sum sufficient to pay such amount, such sum fo be held as provided by the
Trust Indenture Act, and (unless such Paying Agent is the Trustee) the Company
will promptly notify the Trustee of its action or failure so to act.

The Company will cause each Paying Agent for any series of Securities
other than the Trustee to execute and deliver to the Trustee an instrument in
which such Paying Agent shall agree with the Trustee, subject to the provisions
of this Section, that such Paying Agent will (1) comply with the provisions of
the Trust Indenture Act applicable to it as a Paying Agent and (2) during the
continuance of any default by the Company (or any other obligor upon the
Securities of that series) in the making of any payment in regpect of the
Securities of that series, upon the written request of the Trustee, forthwith pay
to the Trustee all sums held in trust by such Paying Agent for payment in
respect of the Securities of that series.

Thé Company may at any time, for the purpose of obtaining the
satisfaction and discharge of this Indenture or for any other purpose, pay, or by
Company Order direct any Paying Agent to pay, to the Trustee all sums held in
trust by the Company or such Paying Agent, such sums to be heid by the
Trustee upon the same trusts as those uvpon which such sums were held by the
Company or such Paying Agent; and, upon such payment by any Paying Agent
to the Trustee, such Paying Agent shall be released from all further liability with
respect to such money.

Any money deposited with the Trustee or any Paying Agent, or then held
by the Company, in trust for the payment of the principal of or any premium or
interest on any Security of any series and remaining unclaimed for 18 months
after such principal, premium or interest has become due and payable shall be
paid to the Company on Company Request, or (if then held by the Company)
shall be discharged from such trust; and the Holder of such Security shall
thercafter, as an unsecured general creditor, look only to the Company for
payment thereof, and all liability of the Trustee or such Paying Agent with
respect to such trust money, and all liability of the Company as trustee thereof,
shall thereupon cease; provided, however, that the Trustee or such Paying Agent,
before being required to make any such repayment, may at the expense of the
Company cause to be published once, in a newspaper published in the English
language, customarily published on each Business Day and of general circulation
in the Borough of Manhattan, The City of New York, New York, notice that
such money remains unclaimed and that, after a date specified therein, which
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shall not be less than 30 days from the date of such publication, any unclaimed
balance of such money then remaining will be repaid to the Company.

Section 1004, Statement by Officers as to Default.

The Company will deliver to the Trustee, within 120 days after the end
of each fiscal year of the Company ending after the date hereof, an Officers’
Certificate, stating whether or not to the best knowledge of the signers thereof
the Company is in default in the performance and observance of any of the
terms, provisions and conditions of this Indenture (without regard to any period
of grace or requirement of notice provided hereunder) and, if the Company shall
be in default, specifying all such defaults and the nature and status thereof of
which they may have knowiedge.

Section 1005, Maintenance of Properties.

The Company will cause all properties used or useful in the conduct of
its business or the business of any Subsidiary to be maintained and kept in good
condition, repair and working order and supplied with all necessary equipment
and will Cause to be made all necessary repairs, renewals, replacements,
betterments and improvements thereof, all as in the judgment of the Company
may be necessary so that the business carried on in connection therewith may
be properly and advantageously conducted at all times; provided, however, that
nothing in this Section shall prevent the Company from discontinuing the
operation or maintenance of any of such properties if such discontinuance is, in
the judgment of the Company, desirable in the conduct of its business or the
business of any Subsidiary.

Section 1006. Payment of Taxes and Other Claims.

The Company will pay or discharge or cause to be paid or discharged,
before the same shall become delinquent, (1) all taxes, assessments and
governmental charges levied or imposed upon the Company or any Subsidiary
or upon the income, profits or property of the Company or any Subsidiary, and
(2) all lawful claims for labor, materials and supplies which, if unpaid, might by
law become a lien upon the property of the Company or any Subsidiary;
provided, however, that the Company shall not be required to pay or discharge
or cause to be paid or discharged any such tax, assessment, charge or claim
whose amount, applicability or validity is being contested in good faith by
appropriate proceedings.
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Section 1007. Waiver of Certain Covenants.

Except as otherwise specified as contemplated by Section 301 for
Securities of such series, the Company may, with respect to the Securities of any
series, omit in any particular instance to comply with any term, provision or
condition set forth in any covenant provided pursuant to Section 301(18), 901(2)
or 901(7) for the benefit of the Holders of such series if before the time for such
compliance the Holders of at leasi a majority in principal amount of the
QOutstanding Securities of such series shall, by Act of such Holders, either waive
such compliance in such instance or generally waive compliance with such term,
provision or condition, but no such waiver shall extend to or affect such term,
provision or condition except to the extent so expressly waived, and, until such
waiver shall become effective, the obligations of the Company and the duties of
the Trustee in respect of any such term, provision or condition shall remain in
full force and effect.

Section 1008. Calculation of Original Issue Discount.

The Company shall file with the Trustee promptly at the end of each
calendar year a written notice specifying the amount of original issue discount
{including daily rates and accrual periods) accrued on Qutstanding Securities as
of the end of such year.

ARTICLE ELEVEN

Redemption of Securities

Section 1101. Applicability of Article.

Securities of any series which are redeemable before their Stated Maturity
shall be redeemable in accordance with their terms and {except as otherwise
specified as contemplated by Section 301 for such Securities) in accordance with
this Article.

Section 1102. Election to Redeem; Notice to Trustee.

The election of the Company 1o redeem any Securities shall be evidenced
by a Board Resolution or in another manner specified as contemplated by
Section 301 for such Securities. In case of any redemption at the election of the
Company the Company shall, at least 45 days prior to the Redemption Date
fixed by the Company (unless a shorter notice shall be satisfactory to the
Trustee), notify the Trustee of such Redemption Date and of the principal
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amount of Securities of such series to be redeemed. In the case of any
redemption of Securities prior to the expiration of any restriction on such
redemption provided in the terms of such Securities or elsewhere in this
Indenture, the Company shall furnish the Trustee with an Officers’ Certificate
evidencing compliance with such restriction.

Section 1103, Selection by Trustee of Securities to Be Redeemed.

If less than all the Securities of any series are to be redeemed (unless all
the Securities of such series and of a specified tenor are to be redeemed or
unless such redemption affects only a single Security), the particular Securities
to be redeemed shall be selected not more than 60 days prior to the Redemption
Date by the Trustee, from the Outstanding Securities of such series not
previously called for redemption, by such method as the Trustee shall deem fair
and appropriate and which may provide for the selection for redemption of a
portion of the principal amount of any Security of such series, provided that the
unredeemed portion of the principal amount of any Security shall be in an
authorized denomination (which shall not be less than the minimum authorized
denomination) for such Security. [f less than all the Securities of such series are
to be redeemed (unless such redemption affects only a single Security), the
particular "Securities to be redeemed shall be selected not more than 60 days
prior to the Redemption Date by the Trustee, from the Outstanding Securities
of such series not previously called for redemption in accordance with the
preceding sentence.

The Trustee shall promptly notify the Company in writing of the
Securities selected for redemption as aforesald and, in case of any Securities
selected for partial redemption as aforesaid, the principal amount thereof to be
redeemed,

The provisions of the two preceding paragraphs shall not apply with
respect to any redemption affecting only a single Security, whether such Security
is to be redeemed in whole or in part. In the case of any such redemption in
part, the unredeemed portion of the principal amount of the Security shall be in
an authorized denomination {(which shall not be less than the minimum
authorized denomination) for such Security,

For all purposes of this Indenture, unless the context otherwise requires,
all provisions relating to the redemption of Securities shall relate, in the case of
any Securities redeemed or to be redeemed only in part, to the portion of the
principal amount of such Securities which has been or is to be redeemed.
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Section 1104. Notice of the Redemption.

Notice of redemption shall be given by mail not less than 30 nor more
than 60 days prior to the Redemption Date, to each Holder of Securities to be
redeemed, at his address appearing in the Security Register.

All notices of redemption shall identify the Securities to be redeemed and
shall state:

(1) the Redemption Date,
(2) the Redemption Price,

(3) if less than all the Outstanding Securities of any series consisting
of more than a single Security are to be redeemed, the identification
(and, in the case of partial redemption of any such Securities, the
principal amounts) of the particular Securities to be redeemed and, if less
than all the Outstanding Securities of any series consisting of a single
Security are to be redeemed, the principal amount of the particular
Security to be redeemed,

(@) that on the Redemption Date the Redemption Price will become
due and payable upon each such Security to be redeemed and, if
applicable, that interest thereon will cease to accrue on and after said
date,

{5) the place or places where each such Security is to be surrendered
for payment of the Redemption Price, and

(6) that the redemption is for a sinking fund, if such is the case.

Notice of redemption of Securities to be redeemed at the election of the
Company shall be given by the Company or, at the Company’s request, by the
Trustee in the name and at the expense of the Company and shall be irrevocable.

The notice if mailed in the manner herein provided shall be conclusively
presumed to have been given, whether or not the Holder receives such notice.
In any case, failure to give such notice by mail or any defect in the notice to the
Holder of any Security designated for redemption as a whole or in part shall not
affect the validity of the proceedings for the redemption of any other Security.

Section 1105. Deposit of Redemption Price.

On or before any Redemption Date, the Company shall deposit with the
Trustee or with a Paying Agent (or, if the Company is acting as its own Paying
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Agent, segregate and hold in trust as provided in Section 1003) an amount of
money sufficient to pay the Redemption Price of, and (except if the Redemption
Date shall be an Interest Payment Date) accrued interest on, all the Securities
which are to be redeemed on that date.

Section 1106. Securities Payable on Redemption Date.

Notice of redemption having been given as aforesaid, the Securities so
to be redeemed shall, on the Redemption Date, become due and payable at the
Redemption Price therein specified, and from and after such date (unless the
Company shall default in the payment of the Redemption Price and accrued
interest) such Securities shall cease to bear interest. Upon surrender of any such
Security for redemption in accordance with said notice, such Security shall be
paid by the Company at the Redemption Price, together with accrued interest to
the Redemption Date; provided, however, that, unless otherwise specified as
contemplated by Section 301, instaliments of interest whose Stated Maturity is
on or prior to the Redemption Date will be payable to the Holders of such
Securities, or one or more Predecessor Securities, registered as such at the close
of business on the relevant Record Dates according to their terms and the
provisions of Section 307.

—

Section 1107. Securities Redeemed in Part.

Any Security which is to be redeemed only in part shall be surrendered
at a Place of Payment therefor (with, if the Company or the Trustee so requires,
due endorsement by, or a written instrument of transfer in form satisfactory to
the Company and the Trustee duly executed by, the Holder thereof or his
attorney duly authorized in writing), and the Company shall execute, and the
Trustee shall authenticate and deliver to the Holder of such Security without
service charge, a new Security or Securities of the same series and of like tenor,
of any authorized denomination as requested by such Holder, in aggrepate
principal amount equal to and in exchange for the unredeemed portion of the
principal of the Security so surrendered; provided, however, that a Depositary
need not surrender a Global Security for a partial redemption and may be
authorized to make a notation on such Global Security of such partial
redemption. In the case of a partial redemption of a Global Security, the
Depositary, and in turn, the participants in the Depositary, shall have the
responsibility to select any Securities to be redeemed by random lot.
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ARTICLE TWELVE

Sinking Funds

Section 1201. Applicability of Article.

The provisions of this Article shall be applicable to any sinking fund for
the retirement of Securities of any series except as otherwise specified as
contemplated by Section 301 for such Securities,

The minimum amount of any sinking fund payment provided for by the
terms of any Securities is herein referred to as a "mandatory sinking fund
payment”, and any payment in excess of such minimum amount provided for by
the terms of such Securities is herein referred to as an "optional sinking fund
payment". If provided for by the terms of any Securities, the cash
amount of any sinking fund payment may be subject to reduction as provided
in Section 1202. Each sinking fund payment shall be applied to the redemption
of Securities as provided for by the terms of such Securities.

Section 1202. Satisfaction of Sinking Fund Payments with Securities.

The Company (1) may deliver Outstanding Securities of a series {other
than any previously called for redemption) and (2) may apply as a credit
Securities of a series which have been redeemed either at the election of the
Company pursuant to the terms of such Securities or through the application of
permitted optional sinking fund payments pursuant to the terms of such
Securities, in each case in satisfaction of all or any part of any sinking fund
payment with respect to any Securities of such series required to be made
pursuant to the terms of such Securities as and to the extent provided for by the
terms of such Securities; provided that the Securities to be so credited have not
been previously so credited, The Securities to be so credited shall be received
and credited for such purpose by the Trustee at the Redemption Price, as
specified in the Securities so to be redeemed, for redemption through operation
of the sinking fund and the amouat of such sinking fund payment shall be
reduced accordingly.

Section 1203. Redemption of Securities for Sinking Fund.

Not less than 45 days prior to each sinking fund payment date for any
Securities, the Company will deliver to the Trustee an Officers’ Certificate
specifying the amount of the next ensuing sinking fund payment for such
Securities pursuant to the terms of such Securities, the portion thereof, if any,
which is to be satisfied by payment of cash and the portion thereof, if any,
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which is to be satisfied by delivering and crediting Securities pursuant to Section
1202 and will also deliver to the Trustee any Securities to be so delivered. Not
less than 30 days prior to each such sinking fund payment date, the Trustee shall
select the Securities to be redeemed upon such sinking fund payment date in the
manner specified in Section 1103 and cause notice of the redemption thereof to
be given in the name of and at the expense of the Company in the manner
provided in Section 1104. Such notice having been duly given, the redemption
of such Securities shall be made upon the terms and in the manner stated in
Sections 1106 and 1107.

ARTICLE THIRTEEN

Defeasance and Covenant Defeasance

Section 1301. Company’s Option to Effect Defeasance or Covenant Defeasance.

The Company may elect, at its option at any time, to have Section 1302
or Section 1303 applied to any Securities or any series of Securities, as the case
may be, designated pursuant to Section 301 as being defeasible pursuant to such
Section 1302 or 1303, in accordance with any applicable requirements provided
pursuant fo Section 301 and upon compliance with the conditions set forth
below in this Article. Any such election shall be evidenced by a Board
Resolution or in another manner specified as contemplated by Section 301 for
such Securities.

Section 1302. Defeasance and Discharge.

Upon the Company’s exercise of its option (if any) to have this Section
applied to any Securities or any series of Securities, as the case may be, the
Company shall be deemed to have been discharged from its obligations with
respect to such Securities as provided in this Section on and after the date the
conditions set forth in Section 1304 are satisfied (hereinafter called
"Defeasance"). For this purpose, such Defeasance means that the Company shall
be deemed to have paid and discharged the entire indebtedness represented by
such Securities and to have satisfied all its other obligations under such
Securities and this Indenture insofar as such Securities are concerned (and the
Trustee, at the expense of the Company, shall execute proper instruments
acknowledging the same), subject to the following which shall survive until
otherwise terminated or discharged hereunder: (1) the rights of Holders of such
Securities to receive, solely from the trust fund described in Section 1304 and
as more fully set forth in such Section, payments in respect of the principal of
and any premium and interest on such Securities when payments are due, (2) the
Company’s obligations with respect to such Securities under Sections 304, 305,
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306, 1002 and 1003, (3) the rights, powers, trusts, duties and immunities of the
Trustee hereunder and (4) this Article. Subject to compliance with this Article,
the Company may exercise its option (if any) to have this Section applied to any
Securities notwithstanding the prior exercise of its option (if any) to have
Section 1303 applied to such Securities.

Section 1303. Covenant Defeasance.

Upon the Company’s exercise of its option (if any) to have this Section
applied to any Securities or any series of Securities, as the case may be, (1) the
Company shall be released from its obligations under Section 801(3), Sections
1005 through 1006, inclusive, and any covenants provided pursuant to Section
301(19), 901(2) or 901(7) for the benefit of the Holders of such Securities and
(2) the occurrence of any event specified in Sections 501(4) (with respect to any
of Section 801(3), Sections 1005 through 1006, inclusive, and any such
covenants provided pursuant to Section 301(19), 901(2) or 901(7)), and 501(7)
shall be deemed not to be or result in an Event of Default in each case with
respect to such Securities as provided in this Section on and after the date the
conditions set forth in Section 1304 are satisfied (hereinafter called "Covenant
Defeasance"). For this purpose, such Covenant Defeasance means that, with
respect to Such Securities, the Company may omit to comply with and shall have
no liability in respect of any term, condition or limitation set forth in any such
specified Section (to the extent so specified in the case of Section 501(4)) or
Article Fourteen, whether directly or indirectly by reason of any reference
elsewhere herein to any such Section or Article or by reason of any reference
in any such Section or Article to any other provision herein or in any other
document, but the remainder of this Indenture and such Securities shall be
unaffected thereby.

Section 1304. Conditions to Defeasance or Covenant Defeasance.

The following shall be the conditions to the application of Section 1302
or Section 1303 to any Securities or any series of Securities, as the case may be:

(1) The Company shall irrevocably have deposited or caused to be
deposited with the Trustee (or another trustee which satisfies the
requirements contemplated by Section 609 and agrees to comply with the
provisions of this Article applicable to it) as trust funds in trust for the
purpose of making the following payments, specifically pledged as
security for, and dedicated solely to, the benefit of the Holders of such
Securities, (A) money in an amount, or (B) U.S. Government Obligations
which through the scheduled payment of principal and interest in respect
thereof in accordance with their terms will provide, not later than one
day before the due date of any payment, money in an amount, or (C) a
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combination thereof, in each case sufficient, in the opinion of a firm of
independent public accountants expressed in a written certification
thereof delivered to the Trustee, to pay and discharge, and which shall
be applied by the Trustee (or any such other qualifying trustee) to pay
and discharge, the principal of and any premium and interest on such
Securities on the respective Stated Maturities, in accordance with the
termns of this Indenture and such Securities. As used herein, "U.S.
Government Obligation" means (x) any security which is (i) a direct
obligation of the United States of America for the payment of which the
full faith and credit of the United States of America is pledged or (ii) an
obligation of a Person controlled or supervised by and acting as an
agency or instrumentality of the United States of America the payment
of which is unconditionally guaranteed as a full faith and credit
obligation by the United States of America, which, in either case (i) or
(ii), is not callable or redeemable at the option of the issuer thereof, and
(y) any depositary receipt issued by a bank (as defined in Section 3(a)(2)
of the Securities Act) as custodian with respect to any U.S. Government
Obligation which is specified in Clause (x) above and held by such bank
for the account of the holder of such depositary receipt, or with respect
to any specific payment of principal of or interest on any U.S.
Government Obligation which is so specified and held, provided that
{exCept as required by law) such custodian is not authorized to make any
deduction from the amount payable to the holder of such depositary,
receipt from any amount received by the custodian in respect of the U.S.
Government Obligation or the specific payment of principal or interest
evidenced by such depositary receipt.

(2) In the event of an election to have Section 1302 apply to any
Securities or any series of Securities, as the case may be, the Company
shall have delivered to the Trustee an Opinion of Counsel stating that (A)
the Company has received from, or there has been published by, the
Internal Revenue Service a ruling or (B) since the date of this instrument,
there has been a change in the applicable Federal income tax law, in
either case (A) or (B) to the effect that, and based thereon such opinion
shall confirm that, the Holders of such Securities will not recognize gain
or loss for Federal income tax purposes as a result of the deposit,
Defeasance and discharge to be effected with respect to such Securities
and will be subject to Federal income tax on the same amount, in the
same manner and at the same times as would be the case if such deposit,
Defeasance and discharge were not to occur.

(3) In the event of an election to have Section 1303 apply to any
Securities or any series of Securities, as the case may be, the Company
shall have delivered to the Trustee an Opinion of Counsel to the effect
that the Holders of such Securities will not recognize gain or loss for
Federal income tax purposes as a result of the deposit and Covenant
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Defeasance to be effected with respect to such Securities and will be
subject to Federal income tax on the same amount, in the same manner
and at the same times as would be the case if such deposit and Covenant
Defeasance were not to occur.

{(4) The Company shall have delivered to the Trustee an Officers’
Certificate to the effect that neither such Securities nor any other
Securities of the same series, if then listed on any securities exchange,
will be delisted as a resuit of such deposit.

(5) No event which is, or after notice or lapse of time or both would
become, an Event of Default with respect to such Securities or any other
Securities shall have occurred and be continuing at the time of such
deposit or, with regard to any such event specified in Sections 501(5)
and (6), at any time on or prior to the 90th day after the date of such
deposit (it being understood that this condition shall not be deemed
satisfied until after such 90th day).

(6) Such Defeasance or Covenant Defeasance shall not cause the
Trustee to have a conflicting interest within the meaning of the Trust
Indenture Act (assuming all Securities are in default within the meaning
of Such Act).

(7) Such Defeasance or Covenant Defeasance shall not result in a
breach or violation of, or constitute a default under, any other agreement
or instrument to which the Company is a party or by which it is bound.

(8) Such Defeasance or Covenant Defeasance shall not result in the
trust arising from such deposit constituting an investment company
within the meaning of the Investment Company Act unless such trust
shall be registered under such Act or exempt from registration
thereunder.

(9) At the time of such deposit, (A) no default in the payment of any
principal of or premium or interest on any Senior Debt shall have
occurred and be continuing, (B) no event of default with respect to any
Senior Debt shall have resulted in such Senior Debt becoming, and
continuing to be, due and payable prior to the date on which it would
otherwise have become due and payable (unless payment of such Senior
Debt has been made or duly provided for), and (C) no other event of
default with respect to any Senior Debt shall have occurred and be
continuing permitting (after notice or lapse of time or both) the holders
of such Senior Debt (or a trustee on behalf of such holders) to declare
such Senior Debt due and payable prior to the date on which it would
otherwise have become due and payable.
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(10) The Company shall have delivered to the Trustee an Officers’
Certificate and an Opinion of Counsel, each stating that all conditions
precedent with respect to such Defeasance or Covenant Defeasance have
been complied with.

Section 1305. Deposited Money and U.S. Government Obligations to Be
Held in Trust; Miscellaneous Provisions,

Subject to the provisions of the last paragraph of Section 1003, all
money and U.S. Government Obligations (including the proceeds thereof)
deposited with the Trustee or other qualifying trustee (solely for purposes of this
Section and Section 1306, the Trustee and any such other irustee are referred to
collectively as the "Trustee”) pursuant to Section 1304 in respect of any
Securities shall be held in trust and applied by the Trustee, in accordance with
the provisions of such Securities and this Indenture, to the payment, either
directly or through any such Paying Agent (including the Company acting as its
own Paying Agent) as the Trustee may determine, to the Holders of such
Securities, of all sums due and to become due thereon in respect of principal and
any premium and interest, but money so held in trust need not be segregated
from other funds except to the extent required by law.

Money and U.S. Government Obligations so held in trust shall not be
subject to the provisions of Article Fourteen.

The Company shall pay and indemnify the Trustee against any tax, fee
or other charge imposed on or assessed against the U.S. Government Obligations
deposited pursuant to Section 1304 or the principal and interest received in
respect thereof other than any such tax, fee or other charge which by law is for
the account of the Holders of Outstanding Securities.

Anything in this Article to the contrary notwithstanding, the Trustee shall
deliver or pay to the Company from time to time upon Company Request any
money or U.S. Government Obligations held by it as provided in Section 1304
with respect to any Securities which, in the opinion of a firm of independent
public accountants expressed in a written certification thereof delivered to the
Trustee, are in excess of the amount thereof which would then be required to be
deposited to effect the Defeasance or Covenant Defeasance, as the case may be,
with respect to such Securities.

Section 1306, Reinstatement.
If the Trustee or the Paying Agent is unable to apply any money in

accordance with this Article with respect to any Securities by reason of any
order or judgment of any court or governmental authority enjoining, restraining
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or otherwise prohibiting such application, then the obligations under this
Indenture and such Securities from which the Company has been discharged or
released pursuant to Section 1302 or 1303 shall be revived and reinstated as
though no deposit had occurred pursuant to this Article with respect to such
Securities, until such time as the Trustee or Paying Agent is permitted to apply
all money held in trust pursuant to Section 1305 with respect to such Securities
in accordance with this Article; provided, however, that if the Company makes
any payment of principal of or any premium or interest on any such Security
following such reinstatement of its obligations, the Company shall be subrogated
to the rights (if any) of the Holders of such Securities to receive such payment
from the money so held in trust.

ARTICLE FOURTEEN

Junior Subordinated Securities

Section 1401. Certain Securities Subordinate to Senior Debt.

As provided pursuant to Section 301 or in a supplemental indenture, the
Company Tnay issue one or more series of Securities subject to the provisions
of this Article Fourteen, and each Holder of a Security of a series so issued
("Junior Subordinated Securities"), whether upon original issue or upon transfer
or assignment thereof, accepts and agrees to be bound by such provisions,

The payment of the principal of, premium, if any, and interest on all
Junior Subordinated Securities issued with respect to which this Article Fourteen
applies shall, to the extent and in the manner hereinafter set forth, be subordinate
and subject in right of payment to the prior payment in full of all Senior Debt,
whether outstanding at the date of this Indenture or thereafter incurred.

No provision of this Article Fourteen shall prevent the occurrence of any
defauit or Event of Default hereunder.

Section 1402. Payment Over of Proceeds Upon Defauit.

In the event and during the continuation of any default in the payment
of principal, premium, interest or any other payment due on any Senior Debt
continuing beyond the period of grace, if any, specified in the instrument
evidencing such Senior Debt, unless and until such default shall have been cured
or waived or shall have ceased to exist, or in the event that the maturity of any
Senior Debt has been accelerated because of a default, then no payment shall be
made by the Company with respect to the principal (including redemption and
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sinking fund payments) of, or premium, if any, or interest on the Junior
Subordinated Securities.

In the event that, notwithstanding the foregoing, any payment shall be
received by the Trustee or any holder when such payment is prohibited by the
preceding paragraph of this Section 1402, such payment shall be held in trust for
the benefit of, and shall be paid over or delivered to, the holders of Senior Debt
or their respective representatives, or to the trustee or trustees under any
indenture pursuant to which any of such Senior Debt may have been issued, as
their respective interests may appear, but only to the extent that the holders of
the Senior Debt (or their representative or representatives or a trustee) notify the
Trustee within 90 days of such payment of the amounts then due and owing on
the Senior Debt and only the amounts specified in such notice to the Trustee
shall be paid to the holders of Senior Debt.

Section 1403. Payment Over of Proceeds Upon Dissolution, Etc.

Upon any payment by the Company, or distribution of assets of the
Company of any kind or character, whether in cash, property or securities, to
creditors upon any dissolution or winding-up or liquidation or reorganization of
the Compény, whether voluntary or involuntary or in bankruptcy, insolvency,
receivership or other proceedings, all amounts due or to become due upon all
Senior Debt shall first be paid in full, or payment thereof provided for in money
in accordance with its terms, before any payment is made on account of the
principal (and premium, if any) or interest on the Junior Subordinated Securities;
and upon any such dissolution or winding-up or liquidation or reorganization
any payment by the Company, or distribution of assets of the Company of any
kind or character, whether in cash, property or securities, to which the Holders
of the Junior Subordinated Securities or the Trustee would be entitled, except
for the provisions of this Article Fourteen, shall be paid by the Company or by
any receiver, trustee in bankruptcy, liquidating trustee, agent or other person
making such payment or distribution, or by the Holders of the Junior
Subordinated Securities or by the Trustee under this Indenture if received by
them or it, directly to the holders of Senior Debt (pro rata to such holders on the
basis of the respective amounts of Senior Debt held by such holders, as
calculated by the Company) or their representative or representatives, or to the
trustee or trustees under any indenture pursuant to which any instruments
evidencing any Senior Debt may have been issued, as their respective interests
may appear, to the extent necessary to pay all Senior Debt in full, in money or
money’s worth, after giving effect to any concurrent payment or distribution to
or for the holders of Senior Debt, before any payment or distribution is made
to the holders of Junior Subordinated Securities or to the Trustee.

In the event that, notwithstanding the foregoing, any payment or
distribution of assets of the Company of any kind or character, whether in cash,
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property or securities, prohibited by the foregoing, shall be received by the
Trustee or the holders of the Junior Subordinated Securities before all Senior
Debt is paid in full, or provision is made for such payment in money in
accordance with its terms, such payment or distribution shall be held in trust for
the benefit of and shall be paid over or delivered to the holders of Senior Debt
or their representative or representatives, or to the trustee or frustees under any
indenture pursuant to which any instruments evidencing any Senior Debt may
have been issued, as their respective interests may appear, as calculated by the
Company, for application to the payment of all Senior Debt remaining unpaid
to the extent necessary to pay all Senior Debt in full in money in accordance
with its terms, after giving effect to any concurrent payment or distribution to
or for the holders of such Senior Debt.

For purposes of this Article Fourteen, the words, "cash, property or
securities” shall not be deemed to include shares of stock of the Company as
reorganized or readjusted, or securities of the Company or any other corporation
provided for by a plan of reorganization or readjustment, the payment of which
is subordinated at least to the extent provided in this Article Fourteen with
respect to the Junior Subordinated Securities to the payment of all Senior Debt
 which may at the time be outstanding; provided that (i) the Senior Debt is
assumed by the new corporation, if any, resulting from any such reorganization
or readjustment, and (ii) the rights of the holders of the Senior Debt are not,
without the consent of such holders, altered by such reorganization or
readjustment. The consolidation of the Company with, or the merger of the
Company into, another corporation or the liquidation or dissolution of the
Company following the conveyance or transfer of its property as an entirety, or
substantiaily as an entirety, to another corporation upon the terms and conditions
provided for in Article Eight hereof shall not be deemed a dissolution,
winding-up, liquidation or reorganization for the proposes of this Section 1403
if such other corporation shall, as a part of such consolidation, merger,
conveyance or transfer, comply with the conditions stated in Article Eight
hereof. Nothing in Section 1402 or in this Section 1403 shall apply to claims of,
or payments to, the Trustee under or pursuant to Section 607.

Section 1404.  Subrogation to Rights of Holders of Senior Debt.

Subject to the payment in full of all Senior Debt, the rights of the holders
of the Junior Subordinated Securities shall be subrogated to the rights of the
holders of Senior Debt to receive payments or distributions of cash, property or
securities of the Company applicable to the Senior Debt; and, for the purposes
of such subrogation, no payment or distributions to the holders of the Senior
Debt of any cash, property or securities to which the holders of the Junior
Subordinated Securities or the Trustee would be entitled except for the
provisions of this Article Fourteen, and no payment over pursuant to the
provisions of this Article Fourteen, to or for the benefit of the holders of Senior
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Debt by holders of the Junior Subordinated Securities or the Trustee, shall, as
between the Company, its creditors other than holders of Senior Debt, and the
Holders of the Junior Subordinated Securities, be deemed to be a payment by
the Company to or on account of the Senior Debt. It is understood that the
provisions of this Asticle Fourteen are and are intended solely for the purposes
of defining the relative rights of the holders of the Junior Subordinated
Securities, on the one hand, and the holders of the Senior Debt on the other
hand.

Nothing contained in this Article Fourteen or elsewhere in this Indenture
or in the Junior Subordinated Securities is intended to or shall impair, as
between the Company, its creditors other than the holders of Senior Debt, and
the holders of the Junior Subordinated Securities, the obligation of the Company,
which is absolute and unconditional, to pay to the holders of the Junior
Subordinated Securities the principal of (and premium, if any) and interest on
the Jjunior Subordinated Securities as and when the same shall become due and
payable in accordance with their terms, or is intended to or shall affect the
relative rights of the holders of the Junior Subordinated Securities and creditors
of the Company other than the holders of the Senior Debt, nor shall anything
herein or therein prevent the Trustee or the holder of any Junior Subordinated
Security from exercising all remedies otherwise permitted by applicable law
upon defatlt under this Indenture, subject to the rights, if any, under this Article
Fourteen of the holders of Senior Debt in respect of cash, property or securities
of the Company received upon the exercise of any such remedy.

Upon any payment or distribution of assets of the Company referred to
in this Article Fourteen, the Trustee, subject to the provision of Article Six, and
the Holders of the Junior Subordinated Securities shall be entitled to rely upon
any order or decree made by any court of competent jurisdiction in which such
dissolution, winding-up, liquidation or reorganization, liquidation or
reorganization proceedings are pending, or a certificate of the receiver, trustee
in bankruptcy, liquidation trustee, agent or other person making such payment
or distribution, delivered to the Trustee or to the Holders of the Junior
Subordinated Securities, for the purposes of ascertaining the persons entitled to
participate in such distribution, the holders of the Senior Debt and other
indebtedness of the Company, the amount hereof or payable thereon, the amount
or amounts paid or distributed thereon and all other facts pertinent thereto or to
this Article Fourteen.

Section 1405. Trustee to Effectuate Subordination.
Each Holder of a Junior Subordinated Security by his acceptance thereof

authorizes and directs the Trustee in his behalf to take such action as may be
necessary or appropriate to effectuate the subordination provided in this Article
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Fourteen and appoints the Trustee his attorney-in-fact for any and all such
purposes.

Section 1406. Notice to Trustee.

The Company shall give prompt written notice to a Responsible Officer
of the Trustee of any fact known to the Company which would prohibit the
making of any payment of monies to or by the Trustee in respect of the Junior
Subordinated Securities pursuant to the provisions of this Article Fourteen.
Notwithstanding the provisions of this Article Fourteen or any other provision
of this Indenture, the Trustee shall not be charged with knowledge of the
existence of any facts which would prohibit the making of any payment of
monies to or by the Trustee in respect of the Junior Subordinated Securities
pursutant to the provisions of this Article Fourteen, unless and untii a
Responsible Officer of the Trustee shall have received written notice thereof at
the Principal Office of the Trustee from the Company or a holder or holders of
Senior Debt or from any trustee therefor; and before the receipt of any such
written notice, the Trustee, subject to the provisions of Article Six, shall be
entitled in all respects to assume that no such facts exist; provided, however, that
if the Trustee shall not have received the notice provided for in this Section
1406 at léast two Business Days prior to the date upon which by the terms
hereof any money may become payable for any purpose (including, without
limitation, the payment of the principal of (or premium, if any) or interest on
any Junior Subordinated Security), then, anything herein contained to the
contrary notwithstanding, the Trustee shall have full power and authority to
receive such money and to apply the same to the purposes for which they were
received, and shall not be affected by any notice to the contrary which may be
received by it within two Business Days prior to such date.

The Trustee, subject to the provisions of Article Six, shall be entitled to
rely on the delivery to it of a written notice by a person representing himself to
be a holder of Senior Debt (or a trustee on behalf of such holder) to establish
that such notice has been given by a holder of Senior Debt or a trustee on behalf
of any such holder or holders. In the event that the Trustee determines in good
faith that further evidence is required with respect to the right of any person as
a holder of Senior Debt to participate in any payment or distribution pursuant
to this Article Fourteen, the Trustee may request such person to furnish evidence
to the reasonable satisfaction of the Trustee as to the amount of Senior Debt
held by such Person, the extent to which such person is entitled to participate
in such payment or distribution and any other facts pertinent to the rights of
such person under this Article Fourteen, and if such evidence is not furnished
the Trustee may defer any payment to such person pending judicial
determination as to the right of such person to receive such payment.
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Section 1407. Rights of Trustee as Holder of Senior Debt; Preservation of
Trustee’s Rights.

The Trustee in its individual capacity shall be entitled to ali the rights set
forth in this Article Fourteen in respect of any Senior Debt at any time held by
it, to the same extent as any other holder of Senior Debt, and nothing in this
Indenture shall deprive the Trustee of any of its rights as such holder.

Nothing in this Article Fourteen shall apply to claims of, or payments to,
the Trustee under or pursuant to Section 607.

Section 1408. No Waiver of Subordination Provisions.

No right of any present or future holder of any Senior Debt to enforce
subordination as herein provided shall at any time in any way be prejudiced or
impaired by any act or failure to act on the part of the Company or by any act -
or failure to act, in good faith, by any such holder, or by any noncompliance by
the Company with the terms, provisions and covenants of this Indenture,
regardless of any knowledge thereof which any such holder may have or
otherwise be charged with.

Without in any way limiting the generality of the foregoing paragraph,
the holders of Senior Debt may, at any time and from time to time, without the
consent of or notice to the Trustee or the holders of the Junior Subordinated
Securities, without incurring responsibility to the holders of the Junior
Subordinated Securities and without impairing or releasing the subordination
provided in this Article or the obligations hereunder of the holders of the Junior
Subordinated Securities to the holders of Sentor Debt, do any one or more of the
following: (i) change the manner, place or terms of payment or extend the time
of payment of, or renew or alter, Senior Debi, or otherwise amend or
supplement in any manner Senior Debt or any instrument evidencing the same
or any agreement under which Senior Debt is outstanding; (ii) sell, exchange,
release or otherwise deal with any property pledged, mortgaged or otherwise
securing Senior Debt; (iii) release any person liable in any manner for the
collection of Senior Debt; and (iv) exercise or refrain from exercising any rights
against the Company and any other person.
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This instrument may be executed in any number of counterparts, each of
which so executed shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same instrument.

In Witness Whereof, the parties hereto have caused this Indenture to be
duly executed as of the day and year first above written.

THE UNION LIGHT, HEAT AND POWER COMPANY
By 7 Nthiarn A ety

7 William L. Sheafer {/
Treasurer

THE FIFTH THIRD BANK

as Trustee

Vice President
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THE UNION LIGHT, HEAT AND POWER COMPANY
AND

THE FIFTH THIRD BANK,
Trustee

Second Supplemental Indenture
Dated as of April 30, 1998
To
Indenture

Dated as of July 1, 1995

6.50% Debentures Due 2008




SECOND SUPPLEMENTAL INDENTURE, dated as of April 30, 1998,
between The Union Light, Heat and Power Company, a corporation duly organized and
existing under the laws of the Commonwealth of Kentucky (herein called the
"Company"), having its principal office at 139 East Fourth Street, Cincinnati, Ohio
45202, and The Fifth Third Bank, an Ohio banking corporation, as Trustee (herein
called the "Trustee") under the Indenture dated as of July 1, 1995 between the
Company and the Trustee (the "Indenture™).

Recitals of the Company

The Company has executed and delivered the Indenture to the Trustee to
provide for the issuance from time to time of its unsecured debentures, notes or other
evidences of indebtedness (the "Securities"), to be issued in one or more series as in the
Indenture provided.

Pursuant to the terms of the Indenture, the Company desires to provide for the
establishment of & new series of its Securities to be known as its 6.50% Debentures
Due 2008 (herein called the "Debentures"), in this Second Supplemental Indenture,

All things necessary to make this Second Supplerﬁental Indenture a valid
agreement of the Company have been done.

Now, Therefore, This Second Supplemental Indenture Witnesseth:

For and in consideration of the premises and the purchase of the Debentures by
the Holders thereof, it is mutually agreed, for the equal and proportionate benefit of all
Holders of the Debentures, as follows:

ARTICLE ONE
Terms of the Debentures

Section 101, There is hereby authorized a series of Securities designated the
"6.50% Debentures Due 2008", limited in aggregate principal amount to $20,000,000
(except as provided in Section 301(2) of the Indenture). The Debentures shall mature
and the principal shall be due and payable together with all accrued and unpaid interest
thereon on April 30, 2008 and shall be issued in the form of a registered Global
Security without coupons, registered in the name of Cede & Co., as nominee of The
Depository Trust Company (the "Depositary").

Section 102. The provisions of Section 305 of the Indenture applicable to
Global Securities shall apply to the Debentures.

Section 103. Interest on each of the Debentures shall be payable semiannually




on April 30 and October 30 in each year (each an "Interest Payment Date™),
commencing on October 30, 1998, at the rate per annum specified in the designation of
the Debentures from April 30, 1998, or from the most recent Interest Payment Date to
which interest has been paid or duly provided for. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will be paid to the
Person in whose name such Debenture (or one or more Predecessor Securities) is
registered at the close of business on the Regular Record Date for such interest, which
shall be the Business Day immediately preceding such Interest Payment Date, The
amount of interest payable for any period will be computed on the basis of a 360-day
year of twelve 30-day months. As used herein, "Business Day" means any day, other
than a Saturday or Sunday, or a day on which banking institutions in New York, New
York are authorized or obligated by law or executive order to be closed.

Section 104. Subject to agreements with or the rules of the Depositary or any
successor book-entry security system or similar system with respect to Global
Securities, payments of interest will be made by check mailed to the Holder of each
Debenture at the address shown in the Security Register, and payments of the principal
amount of each Debenture will be made at maturity by check against presentation of
the Debenture at the office or agency of the Trustee.

Section 105.  The Debentures shall be issued in denominations of $1,000 or
any integral multiple of $1,000.

Section 106.  Principal and interest on the Debentures shall be payable in the
coin or currency of the United States of America, which, at the time of payment, is
legal tender for public and private debts.

Section 107. The Debentures shall be subject to defeasance and covenant
defeasance, at the Company's option, as provided for in Sections 1302 and 1303 of the
Indenture.

Section 108.  Subject to the terms of Article Eleven of the Indenture, the
Company shall have the right to redeem the Debentures, in whole but not in part,
from time to time and at any time (such redemption, an "Optional Redemption", and
the date thereof, the "Optional Redemption Date") upon not less than 30 days' notice
to the holders, at a redemption price equal to the sum of (A) the greater of (i) 100%
of the principal amount of the Debentures to be redeemed or (ii) the sum of the
present values of the Remaining Scheduled Payments thereon discounted to the
Optional Redemption Date on a semiannual basis (assuming a 360-day year
consisting of twelve 30-day months) at the Treasury Rate plus 15 basis points, less
the Applicable Accrued Interest Amount plus (B) the Applicable Accrued Interest
Amount.

"Applicable Accrued Interest Amount" means, at the Optional Redemption
Date, the amount of interest accrued and unpaid from the prior interest payment date
to the Optional Redemption Date on the Debentures subject to the Optional
Redemption determined at the rate per annum shown in the title thereof, computed
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on the basis of a 360-day year of twelve 30-day months.

"Comparable Treasury Issue” means the United States Treasury security
selected by an Independent Investment Banker as having a maturity that would be
utilized, at the time of selection and in accordance with customary financial practice,
in pricing new issues of corporate debt securities of comparable maturity to the
remaining term of the Debentures to ‘be redeemed pursuant to the Optional
Redemption.  “Independent Investment Banker" means one of the Reference
Treasury Dealers appointed by the Trustee after consultation with the Company.

"Comparable Treasury Price" means, with respect to the Optional
Redemption Date, the average of the Reference Treasury Dealer Quotations for such
Optional Redemption Date.

"Reference Treasury Dealet" means a primary U.S. Government securities
dealer in New York City (a "Primary Treasury Dealer"). "Reference Treasury Dealer
Quotations" means, with respect to each Reference Treasury Dealer and any
redemption date, the average, as determined by the Trustee, of the bid and asked
prices for the Comparable Treasury Issue (expressed in each case as a percentage of
its principal amount) quoted in writing to the Trustee by such Reference Treasury
Dealer at 5:00 p.m. on the third Business Day preceding such redemption date.

"Remaining Scheduled Payments" means, with respect to any Debenture, the
remaining scheduled payments of the principal thereof to be redeemed and interest
thereon that would be due after the Optional Redemption Date but for the Optional

Redemption.

"Treasury Rate" means, with respect fo the Optional Redemption Date (if
any), the rate per annum equal to the semiannual equivalent yield to maturity of the
Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury
Price for such Optional Redemption Date.

ARTICLE TWO
Form of the Debentures
Section 201. The Debentures are to be substantially in the following form and

shall include substantially the legend shown so long as the Debentures are Global
Securities:




(FORM OF FACE OF DEBENTURE)

No. R-1 $20,000,000
CUSIP No. 906888AM4

THE UNION LIGHT, HEAT AND POWER COMPANY

6.50% DEBENTURE DUE 2008

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY, A NEW YORK
CORPORATION ("DTC") TO ISSUER OR ITS AGENT FOR REGISTRATION OF
TRANSFER, EXCHANGE, OR PAYMENT AND ANY CERTIFICATE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS
IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC (AND ANY
PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OQTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY
TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE
BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED
OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

THE UNION LIGHT, HEAT AND POWER COMPANY, a corporation duly
organized and existing under the laws of the Commonwealth of Kentucky therein
called the "Company", which term includes any successor Person under the Indenture
hereafter referred to), for value received, hereby promises to pay to CEDE & CO., or
registered assigns, the principal sum of Twenty Million and No/100 Dollars
($20,000,000) on April 30, 2008, and to pay interest thereon from April 30, 1998 or
from the most recent Interest Payment Date to which interest has been paid or duly
provided for, semiannually on April 30 and October 30 in each year, commencing
October 30, 1998, at the rate of 6.50% per annum, until the principal hereof is paid or
made available for payment. The amount of interest payable on any Interest Payment
Date shall be computed on the basis of a 360-day year of twelve 30-day months. The
interest so payable, and punctually paid or duly provided for, on any Interest Payment
Date will, as provided in the Indenture, be paid to the Person in whose name this
Security (or one or more Predecessor Securities) is registered at the close of business
on the Regular Record Date for such interest, which shall be the Business Day
immediately preceding such Interest Payment Date. Any such interest not so
punctually paid or duly provided for will forthwith cease to be payable to the Holder on
such Regular Record Date and may either be paid to the Person in whose name this
Security (or one or more Predecessor Securities) is registered at the close of business
on a Special Record Date for the payment of such Defaulted Interest to be fixed by the
Trustee, notice whereof shall be given to Holders of Securities of this series not less
than 10 days prior to such Special Record Date, or be paid at any time in any other




lawful manner not inconsistent with the requirements of any securities exchange on
which the Securities of this series may be listed, and upon such notice as may be
required by such exchange, all as more fully provided in the Indenture.

Payment of the principal of {(and premium, if any) and interest on this Security
will be made at the corporate trust office of the Trustee maintained for that purpose in
the City of Cincinnati, in such coin or cutrency of the United States of America as at
the time of payment is legal tender for payment of public and private debts; provided,
however, that at the option of the Company payment of inferest may be made by check
mailed to the address of the Person entitled thereto as such address shall appear in the
Security Register.

Any payment on this Security due on any day which is not a Business Day in
the City of New York need not be made on such day, but may be made on the next
succeeding Business Day with the same force and effect as if made on the due date and
no interest shall accrue for the period from and after such date, unless such payment is
a payment at maturity or upon redemption, in which case interest shall accrue thereon
at the stated rate for such additional days.

As used herein, "Business Day" means any day, other than a Saturday or
Sunday, or a day on which banking institutions in New York, New York are
authorized or obligated by law or executive order to be closed.

Reference is hereby made to the further provisions of this Security set forth on
the reverse hereof, which further provisions shall for all purposes have the same effect
as if set forth at this place.

Unless the certificate of authentication hereon has been executed by the Trustee
referred to on the reverse hereof by manual signature, this Security shall not be entitled
to any benefit under the Indenture or be valid or obligatory for any purpose.

In Witness Whereof, the Company has caused this instrument to be duly
executed.

THE UNION LIGHT, HEAT AND POWER COMPANY




CERTIFICATE OF AUTHENTICATION
Dated:

- This is one of the Securities of the series designated therein
referred to in the within-mentioned Indenture,

THE FIFTH THIRD BANK,
as Trustee

Authorized Signatory
(FORM OF REVERSE OF DEBENTURE)

This Security is one of a duly authorized issue of securities of the Company (Herein
called the "Securities™), issued and to be issued in one or more series under an
Indenture, dated as of July 1, 1995 (herein called the "Indenture", which term shall
have the meaning assigned to it in such instrument), between the Company and The
Fifth Third Bank, as Trustee (herein called the "Trustee", which term includes any
successor trustee under the Indenture), and reference is hereby made to the Indenture
for a statement of the respective rights, limitations of rights, duties and immunities
thereunder of the Company, the Trustee and the Holders of the Securities and of the
terms upon which the Securities are, and are to be, authenticated and delivered. This
Security is one of the series designated on the face hereof, limited in aggrepate
principal amount to $20,000,000.

The Securities of this series are subject to optional redemption, in whole but not in
part, from time {o time and at any time (such redemption, an "Optional Redemption”,
and the date thereof, the "Optional Redemption Date") upon not less than 30 days'
notice to the holders, at a redemption price equal to the sum of (A) the greater of (i)
100% of the principal amount of the Securities of this series to be redeemed or (ii)
the sum of the present values of the Remaining Scheduled Payments thereon
discounted to the Optional Redemption Date on a semiannual basis (assuming a 360-
day year consisting of twelve 30-day months) at the Treasury Rate plus 15 basis
points, less the Applicable Accrued Interest Amount plus (B) the Applicable Accrued
Interest Amount.

"Applicable Accrued Interest Amount" means, at the Optional Redemption Date, the
amount of interest accrued and unpaid from the prior interest payment date to the
Optional Redemption Date on the Securities of this series subject to the Optional
Redemption determined at the rate per annum shown in the title thereof, computed
on the basis of a 360-day year of twelve 30-day months.

“"Comparable Treasury Issue" means the United States Treasury security selected by
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an Independent Investment Banker as having a maturity that would be utilized, at the
time of selection and in accordance with customary financial practice, in pricing new
issues of corporate debt securities of comparable maturity to the remaining term of
the Securities of this series to be redeemed pursuant to the Optional Redemption.
"Independent Investment Banker" means one of the Reference Treasury Dealers
appointed by the Trustee after consultation with the Company.

"Comparable Treasury Price" means, with respect to the Optional Redemption Date,
the average of the Reference Treasury Dealer Quotations for such Optional
Redemption Date.

“"Reference Treasury Dealer" means a primary U.S. Government securities dealer in
New York City (a "Primary Treasury Dealer”). "Reference Treasury Dealer
Quotations" means, with respect to each Reference Treasury Dealer and any
redemption date, the average, as determined by the Trustee, of the bid and asked
prices for the Comparable Treasury Issue (expressed in each case as a percentage of
its principal amount) quoted in writing to the Trustee by such Reference Treasury
Dealer at 5:00 p.m. on the third Business Day preceding such redemption date.

"Remaining Scheduled Payments" means, with respect to any Securities of this
series, the remaining scheduled payments of the principal thereof to be redeemed and
interest thereon that would be due after the Optional Redemption Date but for the
Optional Redemption.

"Treasury Rate" means, with respect to the Optional Redemption Date (if any), the
rate per annum equal to the semiannual equivalent yield to maturity of the
Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury
Price for such Optional Redemption Date.

The Indenture contains provisions for defeasance at any time of the entire indebtedness
of this Security or certain restrictive covenants and Events of Default with respect to
this Security upon compliance with certain conditions set forth in the Indenture.

If an Event of Default with respect to Securities of this series shall occur and be
continuing, the principal of the Securities of this series may be declared due and
payable in the manner and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the amendment
thereof and the modification of the rights and obligations of the Company and the
rights of the Holders of the Securities of each series to be affected under the Indenture
at any time by the Company and the Trustee with the consent of the Holders of a
majority in principal amount of the Securities at the time QOutstanding of each series to
be affected. The Indenture also contains provisions permitting the Holders of a
majority in principal amount of the Securities of each series at the time Qutstanding, on
behalf of the Holders of afl Securities of such series, to waive compliance by the
‘Company with certain provisions of the Indenture and certain past defaults under the




Indenture and their consequences. Any such consent or waiver by the Holder of this
Security shall be conclusive and binding upon such Holder and upon all future Holders
of this Security and of any Security issued upon the registration of transfer hereof or in
exchange herefor or in lieu hereof, whether or not notation of such consent or waiver is
made upon this Security.

As provided in and subject to the provisions of the Indenture, the Holder of this
Security shall not have the right to institute any proceeding with respect to the
Indenture or for the appointment of a receiver or trustee or for any other remedy
thereunder, unless such Holder shall have previously given the Trustee written notice
of a continuing Event of Default with respect to the Securities of this series, the
Holders of not less than 35% in principal amount of the Securities of this series at the
time Outstanding shall have made written request to the Trustee to institute
proceedings in respect of such Event of Default as Trustee and offered the Trustee
reasonably satisfactory indemnity, and the Trustee shall not have received from the
Holders of a majority in principal amount of Securities of this series at the time
Outstanding a direction inconsistent with such request, and shall have failed to institute
any such proceeding, for 60 days after receipt of such notice, request and offer of
indemnity. The foregoing shall not apply to any suit instituted by the Holder of this
Security for the enforcement of any payment of principal hereof or any premium or
interest hereon on or after the respective due dates expressed herein.

No reference herein fo the Indenture and no provision of this Security or of the
Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Security at
the times, place and rate, and in the coin or cuirency, herein prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the
transfer of this Security is registrable in the Security Register, upon surrender of this
Security for registration of transfer at the office or agency of the Company in any place
where the principal of and any premium and interest on this Security are payable, duly
endorsed by, or accompanied by a written instrument of transfer in form satisfactory to
the Company and the Security Registrar duly executed by, the Holder hereof or his
attorney duly authorized in writing, and thereupon one or more new Securities of this
series and of like tenor, of authorized denominations and for the same aggrepate
principal amount, will be issued to the designated transferee or transferees.

The Securities of this series are issuable only in registered form without coupons in
denominations of $1,000 and any integral multiple thereof. As provided in the
Indenture and subject to certain limitations therein set forth, Securities of this series are
exchangeable for a like agpregate principal amount of Securities of this series and of
like tenor of a different authorized denomination, as requested by the Holder
surrendering the same.

No service charge shall be made for any such registration of transfer or exchange, but
the Company may require paymeni of a sum sufficient to cover any tax or other
governmental charge payable in connection therewith.




Prior to due presentment of this Security for registration of transfer, the Company, the
Trustee and any agent of the Company or the Trustee may treat the Person in whose
name this Security is registered as the owner hereof for all purposes, whether or not this
Security be overdue, and neither the Company, the Trustee nor any such agent shall be
affected by notice to the contrary.

All terms used in this Security which are defined in the Indenture shall have the
meanings assigned to them in the Indenture.

ARTICLE THREE
Original Issue of Debentures

Section 301. Debentures in the aggregate principal amount of $20,000,000,
may, upon execution of this Second Supplemental Indenture, or from time to time
thereafter, be executed by the Company and delivered to the Trustee for authentication,
and the Trustee shall thereupon authenticate and deliver said Debentures upon a
Company Order without any further action by the Company.

ARTICLE FOUR
Paying Agent and Security Registrar

Section 401. The Fifth Third Bank will be the Paying Agent and Security
Registrar for the Debentures.

ARTICLE FIVE
Sundry Provisions

Section 501. Except as otherwise expressly provided in this Second
Supplemental Indenture or in the form of Debenture or otherwise clearly required by
the context hereof or thereof, all terms used herein or in said form of Debenture that are
defined in the Indenture shall have the several meanings respectively assigned to them
thereby.

Section 502, The Indenture, as supplemented by this Second Supplemental
Indenture, is in all respects ratified and confirmed, and this Second Supplemental
Indenture shall be deemed part of the Indenture in the manner and to the extent herein
and therein provided.




This instrument may be executed in any number of countetparts, each of which

so executed shall be deemed to be an original, but all such counterparts shall together
constitute but one and the same instrument.

‘ In Witness Whereof, the parties hercto have caused this Second Supplemental
Indenture to be duly executed as of the date first above written.

THE UNION LIGHT, HEAT AND POWER COMPANY

William L. Sheafer
Vice President and
Treasurer

THE FIFTH THIRD BANK, as Trustee

: NG
.
- Kertg: yrz\w\ )

Vice President”
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FOURTH SUPPLEMENTAL INDENTURE, dated as of September 17, 1999,
between The Union Light, Heat and Power Company, a corporation duly organized and
existing under the laws of the Commonwealth of Kentucky (herein called the
"Company™), having its principal office at 139 East Fourth Street, Cincinnati, Ohio
45202, and Fifth Third Bank, an Ohio banking corporation, as Trustee (herein called
the “Trustee"} under the Indenture dated as of July I, 1995 between the Company and
the Trustee (the "Indenture”).

Recitals of the Company

The Company has executed and delivered the Indenture to the Trustee to
provide for the issuance from time to time of its unsecured debentures, notes or other
evidences of indebtedness (the "Securities"), to be issued in one or more series as in the
Indenture provided.

Pursuant to the terms of the Indenture, the Company desires to provide for the
establishment of a new series of its Securities fo be known as its 7.875% Debentures
Due 2009 (herein called the "Debentures™), in this Fourth Supplemental Indenture.

All things necessary to make this Fourth Supplemental Indenture a valid
agreement of the Company have been done.

Now, Therefore, This Fourth Supplemental Indenture Witnesseth:

For and in consideration of the premises and the purchase of the Debentures by
the Holders thereof, it is mutually agreed, for the equal and proportionate benefit of all
Holders of the Debentures, as follows:

ARTICLE ONE
Terms of the Debentures

Section 101, There is hereby authorized a series of Securities designated the
"7.875% Debentures Due 2009", limited in aggregate principal amount to $20,000,000
(except as provided in Section 301(2) of the Indenture). The Debentures shall mature
and the principal shall be due and payable together with all accrued and unpaid interest
thereon on September 15, 2009 and shall be issued in the form of a registered Global
Security without coupons, registered in the name of Cede & Co., as nominee of The
Depository Trust Company (the "Depositary™).

Section 102. The provisions of Section 305 of the Indenture applicable to
Gilobal Securities shall apply to the Debentures.

Section 103. Interest on each of the Debentures shall be payable semiannuaily




on March 15 and September 15 in each year (each an “Interest Payment Date"),
commencing on March 15, 2000, at the rate per annum specified in the designation of
the Debentures from September 17, 1999, or from the most recent Interest Payment
Date to which interest has been paid or duly provided for. The interest so payable, and
punctuaily paid or duly provided for, on any Interest Payment Date will be paid to the
Person in whose name such Debenture (or one or more Predecessor Securities) is
registered at the close of business on the Regular Record Date for such interest, which
shall be the Business Day immedialely preceding such Interest Payment Date. The
amount of interest payable for any period will be computed on the basis of a 360-day
year of twelve 30-day months. As used herein, "Business Day" means any day, other
than a Saturday or Sunday, or a day on which banking institutions in New York,
New York are authorized or obligated by law or executive order to be closed.

Section 104. Subject to agreements with or the rules of the Depositary or any
successor book-entry security systemy or similar system with respect to Global
Securities, payments of interest will be made by check mailed to the Holder of each
Debenture at the address shown in the Security Register, and payments of the principal
amount of each Debenture will be made at maturity by check against presentation of
the Debenture at the office or agency of the Trustee.

Section 105.  The Debentures shall be issued in denominations of $1,000 or
any integral multiple of $1,000.

Section 106.  Principal and interest on the Debentures shall be payable in the
coin or currency of the United States of America, which, at the time of payment, is
fegal tender for public and private debts.

Section 107. The Debentures shall be subject to defeasance and covenant
defeasance, at the Company's option, as provided for in Sections 1302 and 1303 of the
Indenture.

Section 108.  Subject to the terms of Article Eleven of the Indenture, the
Company shall have the right to redeem the Debentures, in whole but not in part,
from time to time and at any time (such redemption, an "Optional Redemption", and
the date thereof, the "Optional Redemption Date"} upon not less than 30 days' notice
to the holders, at a redemption price equal to the sum of {A) the greater of (i) 100%
of the principal amount of the Debentures to be redeemed or (ii) the sum of the
present values of the Remaining Scheduled Payments thereon discounted to the
Optional Redemption Date on a semiannual basis (assuming a 360-day year
consisting of twelve 30-day months) at the Treasury Rate plus 25 basis points, less
the Applicable Accrued Interest Amount plus (B) the Applicable Accrued Interest
Amount.

"Applicable Accrued Interest Amount"” means, at the Optional Redemption
Date, the amount of interest accrued and unpaid from the prior interest payment date
o the Optional Redemption Date on the Debentures subject to the Optional
Redemption determined at the rate per annum shown in the title thereof, computed




on the basis of a 360-day year of twelve 30-day months.

"Comparable Treasury Issue" means the United States Treasury security
sclected by an Independent Investment Banker as having a maturity that would be
utilized, at the time of selection and in accordance with customary financial practice,
in pricing new issues of corporate debt securities of comparable maturity to the
remaining term of the Debentures to be redeemed pursuant to the Optional
Redemption, "Independent Investment Banker" means one of the Reference
Treasury Dealers appointed by the Trustee after consultation with the Company.

"Comparable Treasury Price” means, with respect fo the Optional
Redemption Date, the average of the Reference Treasury Dealer Quotations for such
Optional Redemption Date.

"Reference Treasury Dealer” means a primary U.S. Government securities
dealer in New York City. "Reference Treasury Dealer Quotations" means, with
respect to each Reference Treasury Dealer and any redemption date, the average, as
determined by the Trustee, of the bid and asked prices for the Comparable Treasury
Issue (expressed in each case as a percentage of its principal amount) quoted in
writing to the Trustee by such Reference Treasury Dealer at 5:00 p.m. on the third
Business Day preceding such redemption date.

"Remaining Scheduled Payments" means, with respect to any Debenture, the
remaining scheduled payments of the principal thereof to be redeemed and interest
thercon that would be due after the Optional Redemption Date but for the Optional
Redemption.

"Treasury Rate" means, with respect to the Optional Redemption Date (if
any), the rate per annum equal to the semiannual equivalent yield to maturity of the
Comparable Treasury [ssue, assuming a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury
Price for such Optional Redemption Date.

ARTICLE TWO
Form of the Debentures
Section 201. The Debentures are to be substantially in the following form and

shall include substantially the legend shown so long as the Debentures are Global
Securities:




(FORM OF FACE OF DEBENTURE)

No. R-_ h
CUSIP No. 906888 AP 7

THE UNION LIGHT, HEAT AND POWER COMPANY
7.875% DEBENTURE DUE 2009

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY, A NEW YORK
CORPORATION ("DTC") TO ISSUER OR ITS AGENT FOR REGISTRATION OF
TRANSFER, EXCHANGE, OR PAYMENT AND ANY CERTIFICATE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS
IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC (AND ANY
PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY
TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE
BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED
OWNER HEREQF, CEDE & CO,, HAS AN INTEREST HEREIN.

THE UNION LIGHT, HEAT AND POWER COMPANY, a corporation duly
organized and existing under the laws of the Commonwealth of Kentucky (herein
called the "Company", which term includes any successor Person under the Indenture
hereafter referred to), for value received, hereby promises to pay to CEDE & CO., or
registered assigns, the principal sum of and No/100 Dollars
3 } on September 15, 2009, and to pay interest thereon from September 17,
1999 or from the most recent Interest Payment Date to which interest has been paid or
duly provided for, semiannually on March 15 and September 15 in each year,
commencing March 15, 2000, at the rate of 7.875% per annum, until the principal
hereof is paid or made available for payment. The amount of interest payable on any
Interest Payment Date shall be computed on the basis of a 360-day year of twelve 30-
day months. The interest so payable, and punctually paid or duly provided for, on any
Interest Payment Date will, as provided in the Indenture, be paid to the Person in
whose name this Security (or one or more Predecessor Securities) is registered at the
close of business on the Regular Record Date for such interest, which shall be the
Business Day immediately preceding such Interest Payment Date. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the
Holder on such Regular Record Date and may either be paid to the Person in whose
name this Security (or one or more Predecessor Securities) is registered at the close of
business on a Special Record Date for the payment of such Defaulted Interest to be
fixed by the Trustee, notice whereof shall be given to Holders of Securities of this
series not less than 10 days prior to such Special Record Date, or be paid at any time in




any other lawful manner not inconsistent with the requirements of any securities
exchange on which the Securities of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in the Indenture.

Payment of the principal of (and premium, if any) and interest on this Security
~will be made at the corporate trust office of the Trustee maintained for that purpose in
the City of Cincinnati, in such coin or currency of the United States of America as at
the time of payment is legal tender for payment of public and private debts; provided,
however, that at the option of the Company payment of interest may be made by check
mailed to the address of the Person entitled thereto as such address shall appear in the
Security Register.

Any payment on this Security due on any day which is no{ a Business Day in
the City of New York need not be made on such day, but may be made on the next
succeeding Business Day with the same force and effect as if made on the due date and
no interest shall accrue for the period from and after such date, unless such payment is
a payment at maturity or upon redemption, in which case interest shall accrue thereon
at the stated rate for such additional days.

As used herein, "Business Day" means any day, other than a Saturday or
Sunday, or a day on which banking institutions in New York, New York are
authorized or obligated by law or executive order to be closed.

Reference is hereby made to the further provisions of this Security set forth on
the reverse hereof, which further provisions shall for all purposes have the same effect
as if set forth at this place.

Unless the certificate of authentication hereon has been executed by the Trustee
referred to on the reverse hereof by manual signature, this Security shall not be entitied
to any benefit under the Indenture or be valid or obligatory for any purpose.

In Witness Whereof, -the Company has caused this instrument to be duly
exccuted.

THE UNION LIGHT, HEAT AND POWER COMPANY




CERTIFICATE OF AUTHENTICATION
Dated:

This is one of the Securities of the series designated therein
referred to i the within-mentioned Indenture.

FIFTH THIRD BANK,
as Trustee

By,
Authorized Signatory

(FORM OF REVERSE OF DEBENTURE)

This Security is one of a duly authorized issue of securities of the Company (herein
called the "Securities"), issued and to be issued in one or more series under an
Indenture, dated as of July 1, 1995 (as supplemented, herein catled the "Indenture",
which term shall have the meaning assigned to it in such instrument), between the
Company and Fifth Third Bank, as Trustee (herein called the "Trustee”, which term
includes any successor trustee under the Indenture), and reference is hereby made to the
Indenture for a statement of the respective rights, limitations of rights, duties and
immunities thereunder of the Company, the Trustee and the Holders of the Securities
and of the terms upon which the Seccurities are, and are to be, authenticated and
delivered. This Security is one of the series designated on the face hereof, limited in
aggregate principal amount to $20,000,000.

The Securities of this series are subject to optional redemption, in whole but not in
part, from time to time and at any time (such redemption, an "Optional Redemption",
and the date thereof, the "Optional Redemption Date") upon not less than 30 days'
notice to the holders, at a redemption price equal to the sum of (A) the greater of (i)
100% of the principal amount of the Securities of this series to be redeemed or (i)
the sum of the present values of the Remaining Scheduled Payments thereon
discounted to the Optional Redemption Date on a semiannual basis (assuming a 360-
day year consisting of twelve 30-day months) at the Treasury Rate plus 25 basis
points, less the Applicable Accrued Interest Amount plus (B) the Applicable Accrued
Interest Amount.

"Applicabie Accrued Interest Amount" means, at the Optional Redemption Date, the
amount of interest accrued and unpaid from the prior interest payment date to the
Optional Redemption Date on the Securities of this series subject to the Optional
Redemption determined at the rate per annum shown in the title thereof, computed
on the basis of a 360-day year of twelve 30-day months.

"Comparable Treasury Issue” means the United States Treasury security selected by




an Independent Investment Banker as having a maturity that would be utilized, at the
time of selection and in accordance with customary financial practice, in pricing new
issues of corporate debt securities of comparable maturity to the remaining term of
the Securities of this series to be redeemed pursuant to the Optional Redemption.
"Independent Investment Banker" means one of the Reference Treasury Dealers
appointed by the Trustee after consultation with the Company,

"Comparable Treasury Price" means, with respect to the Optional Redemption Date,
the average of the Reference Treasury Dealer Quotations for such Optional
Redemption Date.

"Reference Treasury Dealer” means a primary U.S. Government securities dealer in
New York City. “Reference Treasury Dealer Quotations” means, with respect to
each Reference Treasury Dealer and any redemption date, the average, as determined
by the Trustee, of the bid and asked prices for the Comparable Treasury lssue
(expressed in each case as a percentage of its principal amount) quoted in writing to
the Trustee by such Reference Treasury Dealer at 5:00 p.m. on the third Business
Day preceding such redemption date.

"Remaining Scheduled Payments" means, with respect to any Securities of this
series, the remaining scheduled payments of the principal thereof to be redeemed and
interest thereon that would be due after the Optional Redemption Date but for the
Optional Redemption.

"Treasury Rate" means, with respect to the Optional Redemption Date (if any), the
rate per annum equal to the semiannual equivalent yield to maturity of the
Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury
Price for such Optionai Redemption Date,

The Indenture contains provisions for defeasance at any time of the entire indebtedness
of this Security or certain restrictive covenants and Events of Default with respect to
this Security upon compliance with certain conditions set forth in the Indenture.

If an Event of Default with respect to Securities of this series shall occur and be
continuing, the principal of the Securities of this series may be declared due and
payable in the manner and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the amendment
thereof and the modification of the rights and obligations of the Company and the
rights of the Holders of the Securities of each series to be affected under the Indenture
at any time by the Company and the Trustee with the consent of the Holders of a
majority in principal amount of the Securities at the time Outstanding of each series to
be affected. The Indenture also contains provisions permitting the Holders of a
majority in principal amount of the Securitics of cach series at the time Outstanding, on
behalf of the Holders of all Securities of such series, to waive compliance by the
Company with certain provisions of the Indenture and certain past defaults under the




Indenture and their consequences. Any such consent or waiver by the Holder of this
Security shall be conclusive and binding upon such Holder and upon all future Holders
of this Security and of any Security issued upon the registration of transfer hereof or in
exchange herefor or in lieu hereof, whether or not notation of such consent or waiver is
made upon this Security.

As provided i and subject to the provisions of the Indenture, the Holder of this
Security shall not have the right to institute any proceeding with respect to the
Indenture or for the appointment of a receiver or trustee or for any other remedy
thereunder, untess such Holder shall have previously given the Trustee written notice
of a continuing Event of Default with respect to the Securities of this series, the
Holders of not less than 35% in principal amount of the Securities of this series at the
time OQOutstanding shall have made written request to the Trustee to institute
proceedings in respect of such Event of Default as Trustee and offered the Trustee
reasonably satisfactory indemnity, and the Trustee shall not have received from the
Holders of a majority in principal amount of Securities of this series at the time
Outstanding a direction inconsistent with such request, and shall have failed to institute
any such proceeding, for 60 days after receipt of such notice, request and offer of
indemnity. The foregoing shall not apply to any suit instituted by the Holder of this
Security for the enforcement of any payment of principal hereof or any premium or
interest hereon on or afler the respective due dates expressed herein.

No reference herein to the Indenture and no provision of this Security or of the
Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Security at
the times, place and rate, and in the coin or currency, herein prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the
transfer of this Security is registrable in the Sccurity Register, upon surrender of this
Security for registration of transfer at the office or agency of the Company in any place
where the principal of and any premium and interest on this Security are payable, duly
endorsed by, or accompanied by a written instrument of transfer in form satisfactory to
the Company and the Security Registrar duly executed by, the Holder hereof or his
attorney duly authorized in writing, and thereupon one or more new Securities of this
series and of like tenor, of authorized denominations and for the same aggregate
principal amount, will be issued to the designated transferee or transferees.

The Securities of this series are issuable only in registered form without coupons in
denominations of $1,000 and any integral multiple thereof As provided in the
Indenture and subject to certain limitations therein set forth, Securities of this series are
exchangeable for a like aggregate principal amount of Securities of this series and of
like tenor of a different authorized denomination, as requested by the Holder
surrendering the same.

No service charge shall be made for any such registration of transfer or exchange, but
the Company may require payment of a sum sufficient to cover any tax or other
governmental charge payable in connection therewith,




Prior to due presentment of this Security for registration of transfer, the Company, the
Trustee and any agent of the Company or the Trustee may treat the Person in whose
name this Security is registered as the owner hereof for all purposes, whether or not this
Security be overdue, and neither the Company, the Trustee nor any such agent shall be
affected by notice to the contrary,

All terms used in this Security which are defined in the Indenture shall have the
meanings assigned to them in the Indenture.

ARTICLE THREE
Original Issuc of Debentures

Section 301, Debentures in the aggregate principal amount of $20,000,000,
may, upon execution of this Fourth Supplemental Indenture, or from time to time
thereafter, be executed by the Company and delivered to the Trustee for authentication,
and the Trustee shall thereupon authenticate and deliver said Debentures upon a
Company Order without any further action by the Company.

ARTICLE FOUR
Paying Agent and Security Registrar

Section 401. Fifth Third Bank will be the Paying Agent and Security Registrar
for the Debentures.

ARTICLE FIVE
Sundry Provisions

Section 501. Except as otherwise expressly provided in this Fourth
Supplemental Indenture or in the form of Debenture or otherwise clearly required by
the context hereof or thereof, all terms used herein or in said form of Debenfure that are
defined in the Indenture shall have the several meanings respectively assigned to them
thereby except that terms defined in both this Fourth Supplemental Indenture and the
Indenture shall have the meanings assigned to them herein.

Section 502, The Indenture, as supplemented by this Fourth Supplemental
Indenture, is in all respects ratified and confirmed, and this Fourth Supplemental
[ndenture shall be deemned part of the Indenture in the manner and to the extent herein
and therein provided.




This instrument may be executed in any number of counterparts, each of which
so executed shall be deemed to be an original, but all such counterparts shall together
constitute but one and the same instrument.

In Witness Whereof, the parties hereto have caused this Fourth Supplemental
Indenture to be duly executed as of the date first above written.

THE UNION LIGHT, HEAT AND POWER COMPANY

by 7 Vttsor (3 hafens
/" William L. Sheafer
Vice President and

Treasurer

FIFTH THIRD BANXK, as Trustee

i0
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