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Kentucky Utilities Company 
Case No. 2009-00548 

Historical Test Period Filing Requirements 

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

Sponsoring Witness: Valerie L. Scott 

Description of Filing Requirement: 

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

Response: 

The most recent Federal Energy Regulatory Cornmission audit report relating to KIJ’s 
electric business is attached. The Federal Communication Commission does not audit K1.J 
and, therefore, no such audit reports exist. 
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FEDERAL, ENERGY REGULATORY COMMISSION 
WASHINGTON, D.C. 20426 

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

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

Dear Mr. Beer: 

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

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

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

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

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

4. The Cornmission delegated the authority to act on this matter to the Director of OE 
under 18 C.F.R. 0 375.3 14 (2006). This letter order constitutes final agency action. Your 
Company may file a request for rehearing with the Commission within 30 days of the 
date of this order under 18 C.F.R. 0 385.713 (2006). 

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



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

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

Director 
Offtce of Enforcement 

Enclosure 
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I. EXECUTIVE SUMMARY 

A. Overview 

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

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

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

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

The audit covered the period fiom January 1,2003 through December 3 1,2005, 
and focused on L,G&E’s compliance with: 

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

0 The Commission’s Standards of Conduct under Order No. 2004 and 18 C.F.R. Part 
35 8 (2005), which requires the transmission function to operate independently from 
LG&E’s energy marketing operations, 

LG&E’s market-based rate tariff, and 

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

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

LG&E Power M g . ,  Inc., 68 FERC 7 61,247 (1 994); modiJed on other grounds, 
69 FERC 1 61,153 (1 994). LG&E Power Mktg.’s name was changed to LG&E Energy 
Marketing Inc. (L,EM). See Notice of Name Change, Docket No. ER97-3418-000 (filed 
June 24, 1997). 

1 
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0 Midwest IS0  (MISO) Open Access Transmission Tariff (OATT) 528.6 Restrictions 
on Use of Service; 530.1 Designation of Network Resources; 530.4 Operation of 
Network Resources; and 530.7 Limitation on Designation of Network Resources. 

€3. Summary of Compliance Findings 

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

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

Code of Conduct Comdiance 

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

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

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

2 
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Standards of Conduct Com.oliance 

e 

e 

e 

e 

e 

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

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

- 

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

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

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

Market-Based Rate Tariff Compliance 

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

3 
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C. Summary of Recommendations 

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

e 

0 

e 

e 

e 

e 

e 

e 

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

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

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

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

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

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

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

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

4 
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Strengthen its written procedures to ensure that EQR filings are in compliance with 
Commission regulations, and to refile inaccurate EQR data identified in this Audit 
Report. 

D. Actions Already Taken by LG&E 

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

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

E. Implementation Plan 

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

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

5 
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11. INTRODUCTION 

A. Objectives 

The overall audit objectives were to determine compliance with: 

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

e The Commission’s Standards of Conduct under Order No. 2004 (and prior to 
September 22, 2004, under Order No. 88g4), which requires a Transmission 
Provider’s employees engaged in transmission system operations to function 
independently from employees of its Marketing and Energy Affiliates.’ Standards of 
Conduct compliance was also evaluated against LG&E’s own implementation 
procedures.6 

Open-Access Same-Time Information System formerly Real- Time Information 
Networks) and Standards of Conduct, Order No. 889,61 FR 21 737 (May 10, 1996), 
FERC Stats. & Regs., Regulations Preambles 7 3 1,035 (Apr. 24, 1996); order on reh ’gl 
Order No. 889-A FR 12484 (March 14, 1997), FERC Stats. & Regs., Regulations 
Preambles 7 3 1,049 (March 4, 1997). 

4 

Standards of Conduct for Transmission Providers, Order No. 2004,68 FR 69 134 
(Dec. 11,2003), FERC Stats. & Regs., Regulations Preambles 731,155 (Nov. 25,2003), 
order on reh ’g, Order No. 2004-A, 69 FR 23562 (Apr. 29,2004), FERC Stats. & Regs., 
Regulations Preambles 7 3 1,16 1 (April 16,2004), order on reh ’g, Order No. 2004-€3,69 
FR 48371 (Aug. 10,2004), FERC Stats. & Regs., Regulations Preambles 7 3 1,166 (Aug. 
2,2004), order on reh ’g, Order No. 2004-Cy 70 FR 284 (Jan. 4,2005), FERC Stats. & 
Regs., Regulations Preambles 7 3 1 , 172 (Dec. 21 , 2004), order on reh’g, Order No. 2004- 
D, 110 FERC 7 61,320 (2005), appealpending, (D.C. Circuit Docket Nos. 04-1 178, et 
al.) 

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

6 
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LG&E’s market-based rate tariff.7 

The provisions of the MISO OATT.* 

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

B. Scope and Methodology 

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

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

Louisville Gas & Elec. Co. , 85 FERC 7 6 1 , 125 (1 998) (accepting for filing joint 7 

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

Midwest Independent Transmission System Operator, Inc., et al., 84 FERC 7 
61,23 1 (1998); order on reconsideration, 85 FERC ’I[ 6 1,250 (1998); order on reh ’g, 85 
FERC 7 61,372 (1998); order on compliancefiling, 87 FERC 7 61,085 (1999). 

7 
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111. CODE OF CONDUCT FINDINGS AND RECOMMENDATIONS 

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

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

Pertinent Guidance 

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

Discussion 

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

Functional Separation Between WMF and LEN 

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

LG&E Power Mktg., Inc., 68 FERC 7 6 1,247 (1 994); rnodiJed on other grounds, 
69 FERC 7 6 1 $153 (1 994). LG&E Pawer Mktg.’s name was changed to LG&E Energy 
Marketing Inc. (LEM). See Notice of Name Change, Docket No. ER97-3418-000 
(filed June 24, 1997). 

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

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

Physical Separation Between. WMF and LEM 

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

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

Operational Separation with Respect to Recorded Phone Calls 

LG&E recorded phone calls of its traders and dispatchers for both the WMF and 
LEM functions on two R A C K  digital tape recorder machines. Each machine recorded 
calls made by employees of both organizations on digital tapes. Each digital tape 
contained approximately 60,000 to 75,000 calls or about 2 1-28 days worth of recorded 
calls containing conversations made by both WMF employees and LEM employees. 
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Each call was identified by date, time, and channel number which corresponded to a 
person or workstation. A recorded call varied in length from a few seconds to several 
minutes. 

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

Recommendations 

We recommend that LG&E: 

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

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

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

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

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

10 
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Actions Already Taken by LG&E 

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

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

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

11 
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2. Sharing of Market Information 

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

Pertinent Guidance 

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

LG&E’s password security policy requires a password for each employee 
’ 

accessing LG&E’s Local Area Networks (LAN) and Wide Area Networks (WAN). 

Discussion 

Joint Staff Meetings Between WMF and LEM 

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

During the months of August, 2004 through May, 2005, the agendas of the 
Trading Meetings remained unchanged. The first item on the agenda was a presentation 
by the Manager of the WMF on the results of Regulated Off-System Sales (OSS) for the 
month, and how the results compared with the amount budgeted for that item. This 

lo Id. 
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information included reforecast graphs for the calendar year-to-date, the results for the 
current month-to-date, the factors leading to the results (including such items as purchase 
power costs and transmission expenses), and a review of the profit-at-risk graph. 
Following this presentation by the WMF, LEM presented a report on its sales operations 
for the previous month and its forecasts and plans for the future.” Following LEM’s 
presentation, the SVP of Energy Marketing dismissed the LEM employees from the 
meeting after which the WMF made additional reports about its operations and forecasts. 

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

Password Access to EMS Information 

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

- 

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

We recommend that LG&E: 

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

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

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

Actions Already Taken bv LG&E ’ 

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

LG&E implemented unique user accounts and passwords for its current GE/Harris 
EMS in February 2004. LG&E is currently developing, installing and testing a new EMS 
that should be operational in 12006. 
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3. Posting of Information on Sales to Affiliates at Market-Based Rates 

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

Pertinent Guidance 

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

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

Discussion 

Accessibility of EBB Information to Market Participants 

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

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

80 FERC 9 6 1,348 (1 997). 

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

0 In April 2005, LG&E provided us the website address for the EBB, 
httu://apus.lp;eenerp;y.com/fercrzen/aensales.asp. When we tried to access the EBB 
at this address, the page would not display. We subsequently asked LG&E how to 
access the EBB. On May 4,2005, the internet address on LG&E Energy’s website 
worked. We asked L,G&E when this link to the EBB was made operational; 
LG&E informed us that it was made operational on May 1,2005. 

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

Posted Offers to Sell on the EBB 

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

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

We reviewed LG&E’s variable costs on a generator-by-generator basis. Although 
prices of coal and other inputs changed over the course of the period that L,G&E posted 
offers on the EBB, we concluded that had LG&E sold energy at $12/MWh during any 
hour during which it posted an asking price of $12/MWh, it would have been selling 
energy at a price less than its incremental cost. Moreover, our review of the EBB shows 
that WMF never sold energy to LEM at a price of $1 2MWh or less. LG&E’s strategy of 
posting an asking price of $12/MWh did not satisfy the Code of Conduct requirements to 
simultaneously offer hourly energy to non-affiliated market participants at the same price 
that it would offer such energy to its affiliate. 
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Prices of Affiliate Sales 

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

EBB Postings in 2001 

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

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

0 LG&E failed to post on the EBB offers or transactions when WMF sold energy to 
L,EM to support LEM’s sales to Morgan Stanley for an additional 10 days during 
calendar year 200 1. 

Recommendations 

We recommend that LG&E: 

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

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

Actions Already Taken by LG&E 

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

4. Disclosures of Transmission and Customer Information 

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

Pertinent GuidanceB4 

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

An employee of the Transmission Provider may not disclose to its Marketing or 
Energy Affiliates any information concerning the transmission system of the 
Transmission Provider or the transmission system of another through non-public 
communications conducted off the OASIS or Internet website, through access to 
information not posted on the OASIS or Internet website that is not contemporaneously 
available to the public, or through information on the OASIS or Internet website that is 
not at the same time publicly available.I6 

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

l4 Some of the incidents supporting this finding occurred under the former Order 
No. 889 Standards of Conduct requirements, ie., Part 37 requirements pre-September 22, 
2004, Part 358 requirements thereafter. There are no significant differences in the 
specific requirements of Part 37 and Part 358 that bear upon the finding that LG&E 
improperly disclosed transmission and customer load information. 

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

' 6  18 C.F.R. 6 358.5(b)( 1) (2005). 
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except to the limited extent information is required to be posted on the OASIS or Internet 
website in response to a request for transmission service or ancillary services.” 

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

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

Discussion 

Disclosures of Transmission Information by Telephone 

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

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

” 18 C.F.R. 5 358.5(b)(2) (2005). 

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

l9 The manager of generation dispatch reports to the Director of Trading who 
reports to the Senior Vice President for Energy Marketing. The generation dispatch desk 
is on the trading floor, located next to the workstation used by LG&E’s real-time traders. 
Moreover, on occasion, L,G&E’s generation dispatchers talked to potential energy buyers 
and sellers on the phone and made trades if no one else on the trading floor was available 
to do so. 
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reviewed the disclosed information and determined that its disclosure to generation 
dispatch personnel was not necessary to ensure reliability and hence is not exempt under 
18 C.F.R. 5 358.S(b)(6) (2005). L,G&E confirmed that the transmission information 
disclosed was not shared with traders, and there were no trades made by generation 
dispatchers in the hours subsequent to the disclosure of transmission information. 

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

- 

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

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

Disclosure of Customer Load Data by E-Mail 

On the first of the month, on a monthly basis through February 2005, a 
transmission employee e-mailed a marketing employee specific, non-public customer 
load information and failed to post in a timely manner the disclosures on OASIS.20 Prior 

2o In Allegheny Power Service Corporation et al, (Allegheny) the Commission 
stated that the WMF may have access to control area load and not the specific load of 
third-party transmission customers within the same control area. See Allegheny, 84 
FERC f 61,131 at 61,729 (1998). 
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to August 1 , 2003, the e-mails identified the date, time and LG&E’s control area peak 
load, and load for the same date and time for LG&E, Hoosier Energy, Owensboro 
Municipal Utilities, Tennessee Valley Authority, and East Kentucky Power Cooperative. 
Beginning August 1 , 2003 and continuing through February 1 , 2005, the e-mails added 
the customer’s monthly energy usage, peak load and load factor.” LG&E acknowledged 
that this information was not publicly available. Knowledge of specific third-party load 
information could have been used to the advantage of LG&E’s traders, although we 
found no evidence that this occurred. 

Recommendations 

We recommend that LG&E: 

12. 

13. 

14. 

15. 

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

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

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

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

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

Actions Already Taken by LG&E 

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

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

Pertinent Guidance 

Order No. 2004 codified the training requirement as follows: “Transmission 
Providers shall train officers and directors as well as employees with access to 
transmission information or information concerning gas or electric purchases, sales, or 
marketing functions. The Transmission Provider shall require each employee to sign a 
document or certify electronically signifying that s h e  has participated in the training.” 22 

Moreover, training was to be completed by the implementation date of Order No. 2004: 
“Each Transmission Provider must be in full compliance with the standards of conduct by 
September 22, 2004.”23 

. Order No. 2004 required a Transmission Provider to post its implementation 
procedures on its OASIS or website, specifically requiring that Transmission Providers 
“must explain.. .whether employees have been offered training on the standards of 
conduct, and whether employees are required to read and sign acknowledgement 

LG&E’ s posted implementation procedures have limited detail on its training 
program. L,G&E directed us to an internal company training plan, which states (in part): 

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

0 The initial Standards of Conduct training shall be conducted through interactive 
training programs developed and prepared by the Edison Electric Instit~te.~’ 

22 18 C.F.R. 0 358.4(e)(5) (2005). 

23 18 C.F.R. 0 358.4(e)(2) (2005). 

24 FERC Stats. & Regs, Regulations Preambles 7 3 1,155 at P 136. 

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

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

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

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

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

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

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

26 18 C.F.R. Ej 358.4(e)(S) (2005). 

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

Recommendations 

We’recommend that LG&E: 

17. 

18. 

19. 

20. 

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

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

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

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

Actions Already Taken by LG&E 

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

LG&E proposed to require training for all LG&E employees who fall within the 
definition in 18 C.F.R. 5 358.4(e)(5) (2005). LG&E proposed to use the EEI computer- 
based Training Program, including the certification of training completion. For 
employees without internet access, a paper version of the training program will be used 
for the training. LG&E informed us on January 11 , 2006, that as of that date, it had 
increased the number of LG&E employees who had received training by 80%, from 
approximately 600 employees to approximately 1 100 employees. 
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6, Controls Used to Limit Access to System Control Centers 

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

Pertinent Guidance 

Order No. 2004 requires that a Transmission Provider’s employees engaged in 
transmission system operations “must function independent from employees of its 
Marketing and Energy Affiliates.”28 Specifically, a Transmission Provider is prohibited 
from pe-mitting the employees of its Marketing or Energy Affiliates from “having access 
to the system control center or similar facilities used for transmission operations or 
reliability functions that differs in any way from the access available to other 
transmission customers.9929 

L,G&E’s posted implementation procedures provide that LG&E marketing 
employees must obtain permission from the CCO before visiting the system control 
centers: “The Chief Compliance Officer shall maintain a written record of each such 
decision far inspection upon request by the C o m i s ~ i o n . ” ~ ~  

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

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

28 18 C.F.R. 5 358.2(a) (2005). 

29 18 C.F.R. 6 358.4(a)(3)(ii) (2005). 

30 “Joint Written Procedures Implementing Standards of Conduct for Transmission 
Providers as Adopted by the Federal Energy Regulatory Commission in Order No. 2004, 
Effective September 22, 2004” Section IV.A.2.b. 
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or other Company Personnel hosting the transmission customer; (4) whether the 
transmission customer is an affiliate; and (5) purpose for the ~ i s i t . ~ ’  

Discussion 

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

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

CCO Permission to Visit the System Control Centers 

LG&E’s posted implementation procedures provide that LG&E marketing 
employees should submit a written request to the CCO prior to visiting either one of the 
system control centers. Based on our review of the Waterside log sheets, on at least five 
occasions, two LG&E employees with marketing or marketing-related responsibilities 
visited the Waterside facility after September 22, 2@04.32 The CCO told us that there was 
no record that marketing employees had sought permission to enter the control centers, 
and no record of CCO approval of such requests. 

Controls on Visitors Entering; the System Control Centers 

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

31 Id. 

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

Access to Transmission Information Once Inside the System Control Centers 

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

Recommendations 

We recommend that LG&E: 

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

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

Actions Alreadv Taken by LG&E 

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

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

Pertinent Guidance 

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

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

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

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

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

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

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

33 FERC Stats. & Regs, Regulations Preambles 3 1,16 1 at P 163. 
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performing. If the service company is performing transmission functions, 
additional detail is required.34 

Discussion 

LG&E’s posted several organizational charts on its website at 
http://lpeenerrrv.com/regulato~/soc.asp35 which showed a high-level organizational 
structure, including the holding company which owns LG&E Energy LLC, and the legal 
entities under LG&E Energy LLC , including notably: the operating companies (Kentucky 
IJtilities Company and Louisville Gas and Electric Company); the service company 
(LG&E Energy Services, Inc.); and an LG&E marketing affiliate (LG&E Energy 
Marketing Inc., or LEM). 

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

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

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

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

j4 FERC Stats. & Regs, Regulations Preambles $i 3 1 , 166 at P 79. 

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

Recommendations 

We recommend that L,G&E: 

23. 

24. 

25. 

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

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

Revise its organizational chart posting to clearly show that L,G&E uses its 
service company as the employment mechanism for the Transmission 
Provider and its Energy and Marketing Affiliates. All postings shall be 
made within 7 business days of the issuance of a Final Audit Report in this 
docket, consistent with 18 C.F.R. 9 358.4(b)(3)(iv) (2005). 

Actions Already Taken by LG&E 

After discussions with us, L,G&E updated its posted organizational charts. We 
reviewed LG&E’s organizational charts in January 2006, and found the revised 
organizational charts included more, but not all, of the information required under 18 
C.F.R. 9 358.4(b)(3) (2005). 
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8. Shared Facilities 

LG&E did not post a list of the facilities shared by the Transmission Provider and 
LG&E’s Marketing and Energy Affiliates as required by 18 C.F.R. 3 358.4(b)(2) (2005). 

Pertinent Guidance 

The Commission’s regulations state: “A Transmission Provider must post on its 
OASIS or Internet website, as applicable, a complete list of the facilities shared by the 
Transmission Provider and its Marketing and Energy Affiliates, including the types of 
facilities shared and their addre~ses .”~~ This requires that when a Transmission 
Provider’s Marketing and Energy Affiliates share facilities with any b c t i o n  of the 
Transmission Provider whose employees have access to transmission information, those 
shared facilities must be posted.37 

Discussion 

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

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

36 18 C.F.R. 9 358.4(b)(2) (2005). 

37 Transmission Provider is defined as follows in 18 C.F.R. 9 358.3 (2005): 
(a) Transmission Provider means: 
(1) Any public utility that owns, operates or controls facilities used for the 

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

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

authorized to charge market-based rates that is not interconnected with the jurisdictional 
facilities of any affiliated interstate natural gas pipeline, has no exclusive franchise area, 
no captive rate payers and no market power. 

33 



Docket No. PA05-9-000 

Virtually all of LG&E’s shared service employees (many of whom have access to 
transmission information) occupied the same building as LG&E’s two primary Marketing 
and Energy Affiliates, i.e., LG&E’s WMF, and LG&E’s principal affiliated power 
marketer (LEM). When we pointed out to LG&E that shared service employees with 
access to transmission information and the Marketing and Energy affiliate employees 
share facilities which trigger a posting requirement, L,G&E agreed to revise its posting to 
ensure that it is consistent with 18 C.F.R. $ 358.4(b)(2) (2005). 

Recommendation 

We recommend that LG&E: 

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

Actions Already Taken by LG&E 

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

9. Electric Quarterly Report Inaccuracies 

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

Pertinent Guidance 

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

Discussion 

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

LG&E reported two “around the clock” sales to LEM on February 24,2005 
(transaction-unique-identifier 2005003000) and February 25,2005 
(transaction-unique-identifier 2005003080). LG&E sold 52 megawatts to LEM in each 
hour in Transaction 2005003000 for $47.00 during the peak period and $3 1 .OO during the 
off-peak period. LG&E sold 104 megawatts to LEM in each hour in Transaction 

38 Revised Public Utility Filing Requirements, Order No. 200 1, FERC Stats. & 
Regs., Regulations Preambles, f 3 1,127 (2002), order on reh‘g, Order No. 200 1 -A, 100 
FERC 7 6 1,074 (2002), order on reconsideration and clarification, Order No. 200 1 -B, 
100 FERC f 61,342 (2002); Order No. 2001-C, 101 FERC 7 61,314 (2002); Order No. 
2001 -D, 102 FERC 7 6 1,334 (2003); Order No. 200 1 -E, 105 FERC 7 6 1,352 (2003); 
Order No. 200 1 -F, 106 FERC 7 6 1,060 (2004). 
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2005003080 for $5 1.50 during the peak period and $3 1.50 during the off-peak period. 
LG&E reported the off-peak period of both transactions as beginning at 12:00 AM and 
ending at 1 1 :59 PM and assigned the increment peaking name as “FP” or full period 
rather than “OP” or off-peak. LG&E reported the peak period of these transactions as 
beginning at 7:OO AM and ending at 10:59 PM and assigned the increment peaking name 
as “FP” or full period rather than “P” or peak. 

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

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

Recommendations 

We recommend that LG&E: 

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

28. Implement procedures to validate all customer DUNS numbers. 

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

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

Actions Already Taken by LG&E 

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

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

The implementation plan should be submitted within 30 days of issuance of a 
Final Audit Report in this docket. In addition, LG&E shall make quarterly filings 
updating the audit staff of its progress on implementing the plan. The filings shall be 
made no later than 30 days after the end of each calendar quarter, beginning with the first 
quarter after this audit report is issued, and continuing until all the corrective actions are 
completed. 
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June 29,2006 

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

RE: Louisville Gas and Electric Company, Kentucky Utilities Company 
Docket No. PA05-9-000 

Dear Mr. Craig: 

This letter sets forth the response of Louisville Gas and Electric Company (“LG&E”) and 
Kentucky Utilities Company (“KU”) (collectively, the “Companies”) to the drafi audit report issued by 
the Federal Energy Regulatory Commission’s (“FERC” or the “Commission”), Office of Enforcement, 
Division of Audits (“FERC Audit Staff’) on June 14,2006, in the above referenced docket (“Draft Audit 
Report”). As requested, this response addresses: (1)  whether the Companies agree or disagree with each 
finding and recommendation set forth in the Draft Audit Report; and (2) the corrective actions planned, 
or taken, and target completion dates. 

I. INTRODUCTION. 

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

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



recent Policy Stutemeizt on Enforcemenr.’” One of the core behaviors that defines the global E.ON 
corporate family is the “drive for excellence.” In this regard, the Companies are committed to driving for 
excellence in the area of FERC regulatory compliance by implementing, monitoring, and periodically 
evaluating the effectiveness and efficiency of existing measures designed to ensure for full compliance. 

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

As noted in thd Policy Stutemenl 00 Enforcement, a thorough commitment to compliance must b6 
ingrained in corporate culture. Such a commitment is established at the senior most levels of any 
organization and must flow down froni management to front-office employees engaged in day-to-day 
operations. As noted above, E.ON U.S. LLC senior management is strongly committed to ensuring 
compliance with all applicable FERC regulatory obligations. The Companies believe that the 
establishment of a detailed and comprehensive internal FERC compliance program will demonstrate this 
commitment throughout the E.ON US. LLC corporate family and also to the Commission. Simply put, 
compliance with the letter and spirit of applicable FERC regulatory obligations is encouraged, expected, 
and required at all levels of our organization. Therefore, as the audit process concludes, E.ON U.S. LLC 
reiterates our Commitment to strengthening and maintaining an effective and open culture of compliance. 
This commitment is an integral part of our corporate identity and reflects our core values p d  behaviors. 

‘ ‘ I  

Enforcement’), 
Enforcement o/Statues, Orders, Rules and Regulations, I I3 FERC 1 6 1,068 (2005) (“Policy Staremen/ on 
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11. RESPONSE TO PROPOSED FINDINGS AND RECOMMENDATIONS. 

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

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

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

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

A. CODE OF CONDUCT FINDINGS AND RECOMMENDATIONS. 

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

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

a. Functional SeDaration Concerns. 

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

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

Second, as discussed in Section 1II.A. 1 .b, below, the SVP Energy Marketing has discontinued 
holding monthly trading meetings that are jointly attended by WMF and LEM staff. Concurrent with the 
physical relocation of LEM to an enclosed work space on the Fourth (4‘h) Floor West section of the 
E.ON U.S. LLC Building located at 220 W. Main Street in Louisville, Kentucky (“E.ON Center”), the 
SVP Energy Marketing has implemented a process change and now meets with WMF and LEM 
separately on a monthly basis to discuss relevant business issues. Further, as noted in Section III.A.2.a, 
below, the Companies have implemented a process change that requires the CCO or his designee to 
attend any business meetings where both WMF and LEM staff are present. This process change squarely 
covers any meeting where the SVP Energy Marketing also may be present with both WMF and LEM 
staff. 

Third, per prior discussions with FERC Audit Staff on or about February 6,2006, the Companies 
commit to adhere to the chain of command for WMF and LEM in order to maintain separation between 
the SVP Energy Marketing and the execution of day-to-day WMF and LEM activities consistent with the 
SVP Energy Marketing’s status as one of most senior executives in the E.ON U.S. LLC corporate family 
and the Companies’ existing delegations of corporate authorities. 
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Together with the corrective measures designed to ensure proper physical and operational 
separation discussed in Sections I1I.A. 1 .b and c, below, the Companies respectfUlIy submit that, given 
the relatively small size of E.ON IJ.S. LLC regulated and unregulated trading operations, these corrective 
measures will provide the functional separation required by the LG&E Code of Conduct (from both a 
substantive and optical perspective). The Companies will submit the specific measures for ensuring full 
compliance with the LG&E Code of Conduct functional separation requirements as part of their post- 
audit implementation plan. 

b. Physical Separation Concerns. 

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

As a follow-up to the discussion regarding the physical proximity of WMF and LEM in their 
letter to FERC Audit Staff dated January 1 1,2006 (“January 1 1 Letter”), the Companies hereby confirm 
that as of March 3 1,2006, LEN has been physically relocated to an enclosed work space on the 4‘h Floor 
West section of E.ON Center. The enclosed LEM work space on the 41h Floor West section of the E.ON 
Center is secured by a card-key reader that only permits access to LEM personnel and a limited group of 
support personnel that may be shared consistent with requirements of the LG&E Code of Conduct, such 
as the CCO and designees, internal legal counsel, Energy Marketing Accounting, Trading Controls, and 
Operations Anaiysis/System Implementation. 

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

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

C. Operational Separation Concerns with Respect to Recorded Phone Calls. 

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

Distinct from the RACAL recorders, the NiceCall Focus 111 v6ice recording systems are operated 
on a stand-alone basis and are not interconnected in any way, physically or operationally. As noted 
above, these machines contain technology that allows traders to engage in desktop review of prior 
recorded calls. As discussed in greater detail in the Companies’ post-audit implementation plan, traders 
for WMF and LEM are assigned specific channels on the NiceCall Focus 111 machine assigned to their 
business unit and are only permitted access to those  channel^.'^] In order to provide appropriate risk 
management and carporate oversight of trading activities, supervisory personnel within LEM and WMF 
are also permitted to access the recorded conversations of traders assigned to their business unit.(51 
Limited access to recorded conversations is permitted by certain,“shared support” personnel that are 
subject to the No Conduit Rule under the LG&E Code of Conduct, such as internal legal counsel, 
Trading Controls, Energy Accounting, Contraci Administration, and the CCO and his designees. 

In two distinct respects, the Companies believe that the use of the separate NiceCall Focus I11 
machines with “desktop review” technology will help ensure on-going compliance with the operational 
separation requirements of the LG&E Code of Conduct. First, “desktop review” technology eliminates 
the need for WMF and LEM personnel to have physical access to the work space where these machines 
are currently stored. Second, because different NiceCall Focus 111 machines are used by WMF and 
LEM, taken together with the fact that WMF and LEM have been physically separated as described in 
Section 1II.A. 1 .b, above, there is no risk of personnel from one operation gaining indirect, remote access 
to non-public market information on the other operation’s recorded lines. 

As discussed in greater detail in their post audit implementation plan, the Companies propose to 
adopt a comprehensive set of written procedures designed to facilitate on-going compliance with LG&E 
Code of Conduct operational separation requirements as applied to recorded calls for both the new 
NiceCall Focus I11 machines and for historic conversations recorded on the RACAL tapes. The 
Companies will adopt these written procedures as part of comprehensive Code of Conduct compliance 

I” 

assigned channels on the NiceCall Focus 111 machine that is dedicated for use exclusively by LEM. Similarly, WMF traders 
may only access assigned channels on the NiceCall Focus Ill  that is dedicated for use exclusively by WMF. 
Is] LEM supervisory personnel may only access voice recordings on the NiceCall Focus 111 machine dedicated for use 
exclusively by LEM. Similarly, WMF supervisory personnel may only a c c e s  voice recordings on the NiceCall Focus 111 
machine dedicated exclusively for use by WMF. 

Because separate NiceCall Focus 111 machines are used by LEM and WMF, traders for LEM may only access 
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program. With regard to historic conversations recorded on the RACAL tapes, the Companies propose 
to implement internal controls consistent with those outlined in their January 11 Letter. 

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

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

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

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

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

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

2. Sharing of Market Information. 

a. Joint Staff Meetings Between WMF and LEM. 

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

In June 2005, the Companies revised the agenda of the monthly trading meetings jointly attended 
by WMF and LEM personnel, as wcll as the SVP Energy Marketing and staff from Market Analysis, 
Trading Controls, Operations Analysis, and Fuels Management to address concerns raised by FERC 
Audit Staff regarding the sharing of WMF historical off-system sales (‘‘OSS’) summary information 
during these meetings. See Draft Audit Report at 14. From the period June 2005 through March 3 1, 
2006, the Companies altered the agenda so that the presentation regarding WMF’s OSS was not made 
until LEM employees were dismissed from the meeting. Since December 2005, the Companies have 
adopted certain process changes, including the requirement to have the CCO OJ his designee attend all 
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business meetings jointly attended by WMF and LEM personnel. The CCO or his designee maintains a 
high-level agenda and/or minutes of such joint meetings. 

Please note that beginning on or about April 1,2006, the SVP Energy Marketing discontinued 
scheduling and holding monthly trading meetings that are jointly attended by WMF and LEM staff, The 
monthly trading meetings are now held by the SVP Energy Marketing with WMF and LEM staff 
separately. These separate meetings are also attended by staff from Market Analysis, Trading Controls, 
Operations Analysis, and Fuels Management, who are shared support staff under the LG&E Code of 
Conduct and subject to the No Conduit Rule. In accordance with the No Conduit Rule, non-public WMF 
or LEM market information discussed during meeting with one business unit (Le., WMF) is shared in 
meetings with the other business unit (Le.. LEM) and vice versa. 

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

b. Password Access to EMS information. 

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

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

The Companies are in the process of installing a new Open Systems International (“OSI”) EMS. 
i t  is anticipated that the OS1 EMS will become fully operational on or about December 3 1,2006. As part 
of their post-audit operational plan, the Companies will provide an update on the status of the installation 
of the new OS1 EMS and on a quarterly basis thereafter until the OS1 EMS becomes fully operational. In  
addition, the Companies agree to conduct an independent review by their internal audit department or an 
outside audit firm when the OS1 EMS is implemented to ensure that there is RO unauthorized EMS screen 
access by WMF and LEM staff. Finally. a requirement mandating the periodic review of EMS access 
requirements will be adopted as part of the Companies’ existing Standards of Conduct compliance 
program and the proposed comprehensive Code of Conduct compliance program. 
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3.” PostinrJ Information on Sales to Affiliates at Market-Based Rates. 

a. Accessibility of EBB Information to Market Participants. 

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

As noted in the Companies’ January 1 1 Letter, as of January 2006, a link to the EBB, entitled 
“LEM Transactions” was posted on the left-hand column of regulatory page of the E.ON US. LLC 
Internet site. January 11 Letter at 6 n.2. The regulatory page of the E,ON U.S. LLC Internet site can be 
accessed at the following web address: http://www.eon-us.coni/reaulatorv.asp. Subsequently, to ensure 
the easiest possible ratepayer and market participant access to the EBB, the Companies posted an 
additional EBB link, entitled “LEM Transactions EBB,” on the lower right-hand corner of the homepage 
of E.ON US. LLC Internet site. The homepage of the E.ON U.S. LLC Internet site can be accessed at 
the following web address: htte://www.eon-us.com/home.astx Accordingly, as of the date hereof, there 
are two (2) separate and easily accessible links on the E.ON I1.S. LLC Internet site for interested patties 

’ to view the EBB. 

A copy of thc regulatory page and the home page of the E.ON US. LLC Internet site containing 
the existing links to the Companies’ EBB on are appended hereto as Attachment A. 

b. Posted Offers to Sell on the EBB. 

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

A presentation generally outlining the proposed process changes was made and submitted to 
FEKC Audit Staff on December 16, 2005. The process changes proposed in the presentation and 
described below are based on the Companies’ understanding of existing Commission precedent 
addressing the need for implementing the EBB requirement when regulated utilities engage in market- 
based sales with unregulated affiliates. Specifically, Cornmission precedent is clear that when traditional 
public utilities engage in power sales to an affiliated power marketer, public utilities may have an 
incentive to favor their affiliated marketer to the detriment of captive ratepayers.[61 Such behavior can 
take place when a public utility and its affiliated power marketer transact in ways that result in a 

-- 
IN 

in Docket No. ER99-1623 were incorrectly numbered. There are a total of nine (9) paragraphs. The eighth and ninth 
paragraph of the LG&E Code of Conduct are incorrectly labeled paragraphs 9 and IO. 

The paragraphs in the currently effective LG&E Code of Conduct originally accepted for filing by the Commission 

lit 

(2002); FirstEnergy Curp. (?la/., 94 FERC 761,182 at 61,630 (2001); Alli~ntServicr.~ Ca, 85 FERCY 61.344 at 62,335 
( 1998). 

See Detroit Edison Co.. et a/., 80 FERCY 61,348 at 62,198 (1997); see also Ayuila. hc, 101 FERCl61,331 at P 8 
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diversion of benefits from the public utility (and its captive ratepayers) to the affiliated power marketer 
(and its shareholders).['] 

To avoid the diversion of benefits from captive ratepayers to shareholders, the Commission 
requires that utilities engaging in power sales to affiliated marketers must price such transactions at a ratc 
no lower than the rate the utilities charge to non-affIliates.'*] The requirement to "simultaneously" post 
offers to, and executed sales with, an affiliate marketer on an EBB is intended to provide transparency to 
this affiliate sales process. The purpose for providing such transparency is to allow interested third- 
parties (Le., ratepayers and market participants), as well as the Commission itself, to independently 
verify whether such affiliate transactions were priced in accordance with this standard. 

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

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

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

. 

The Companies recognize the complexities of this particular issue and look forward to working 
with FERC Audit Staff to finalize these process changes as part of their post-audit implementation plan. 
The final process changes for posting offers to sell on the EBB will be adopted as part of a 
comprehensive Code of Conduct compliance program. As discussed in greater detail in the Companies' 
post-audit implementation plan, E.ON U.S. LLC senior management will supervise the formal roll-out 
sessions for implementing the final EBB posting process changes. Specifically, the roll out and 
subsequent training sessions will not only discuss the purpose and application of the EBB posting 



process, they will also emphasize the importance of this process and the need to vigilantly assure 
compliance therewith. After the initial roll out, the Companies propose to conduct periodic internal 
reviews and follow-up training to ensure on-going compliance. 

C. Prices of Affiliate Sales. 

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

The process changes for posting offers to sell on the EBB discussed in Section III.A.3.b, above, 
were addressed in the presentation presented to FERC Audit Staff on December 16,2005. In relevant 
part, the process changes outline thc steps by which WMF traders must determine whether posted offers 
to sell to LEM hourly or daily energy are priced no lower than prevailing market prices for each product. 
These procedures provide for a specific period after an offer to sell to LEM is posted on the EBB during 
which WMF traders must exercise comnierciaIly reasonable efforts (i.e., due diligence) to survey the 
market and determine whether non-affiliates have any interest in pursuing an opportunity equivalent to 
that being offered to LEM. The WMF traders may r a t  transact with LEM until after the specified 
posting period has expired. If, at the expiration of such period, an offer to sell to LEM posted on the 
EBB is the best and highest price available (Le., no lower than the price offered or sold to non-affiliates), 
the Companies may execute the sale to LEM. 

As discussed in greater detail in the Companies’ post-audit implementation plan, these procedures 
will be adopted as part of a comprehensive Code of Conduct compliance program. 

d. EBB Postings in 2001. 

The Draft Audit Report identifies certain concerns that took place in 2001 relating to whether, for 
a period of time, the EBB was properly used to post offers and sales from WMF to LEM to support a 
long-term sales obligation that LEM had with Morgan Stanley. Draft Audit Report at 17. The 
Companies agree with the findings regarding the EBB postings in 2001 as set forth in the DraA Audit 
Report. E.ON 11,s. LLC senior management is deeDlv committed to ensuring that the Companies use the 
EBB to properly post offers and sales to LEM in accordance with the LG&E Code of Conduct 
requirements. 

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



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

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

0 Implementing additional internal controls designed to ensure that, when offers to LEM are made 
and sales are executed, all required EBB postings are timely made and consistent with the LG&E 
Code of Conduct; and 

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

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

< 

B. STANDARDS OF CONDUCT FINDINGS AND RECOMMENDATIONS. 

As discussed in Section I above, as part of their post-audit implementation plan, the Companies 
propose to undertake a comprehensive review of their Standards of Conduct Written Procedures 
(‘SCWP“) posted on the E.ON U.S. LLC Internet site, and revise and update the SCWP as necessary. 
The comments below respond to the specific findings and recommendations set forth in the Draft Audit 
Report. 

1 I Disclosure of Transmission and Customer Information. 

a. Disclosure of Transmission Information by Teleuhone. 

The Draft Audit Report identifies three instances where transmission function employees of the 
Companies disclosed non-public transmission information to regulated generation dispatchers during the 
course of reliability-rclated Transmission Line Loading Relieugeneration redispatch events (“Generation 
Redispatch Events”). Draft Audit Report at 20-2 1 .  Because the Companies regulated generation 
dispatchers are organizationally and functionally housed in the WMF business unit (an Energy Affiliate), 
the identified transmission information was disclosed through non-public communications. Id. at 17. 
The Companies agree with the factual findings regarding the disclosure of transmission infomation by 
telephone as set forth in the Draft Audit Report, subject to the following factual clarification. The 
identified disclosures of transmission information occurring by telephone during Generation Dispatch 
Events were posted 011 the Standards of Conduct Page of the E.ON US. LLC Internet site on January 13, 
2006. The posting can be found at: http://www.eon-us.com/reg;ulatow/disclosure of information.pdf. 
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In their January 11  Letter, the Companies proposed to develop certain process changes to ensure 
that any information disclosed by transmission function employees or by a third-party Transmission 
Provider are promptly reported to the CCO for evaluation and, where necessary, posted on the OASlS or 
the LON U.S. LLC Internet site. January 1 1 Letter at 8-9. Jn the intervening period, the process 
changes outlined below have been iniplemented by the Companies. These process changes govern the 
behavior of both transmission function employees and regulated generation dispatchers during 
Generation Redispatch Events and include the following concepts: 

0 During Generation Redispatch Events, transmission function employees are only to provide 
specific redispatc h instructions. 

Absent emergency circum-stances affecting system reliability, transmission function 
employees may not provide regulated generation dispatchers with infomation regarding the 
cause of the Generation Redispatch Event. 

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

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

Regulated generation dispatchers should not trade on any non-public transmission 
information improperly disclosed to them. 

As will be described in greater detail in the Companies’ post-audit compliance plans, the process 
changes outlined above will be converted into written procedures and incorporated into the Companies’ ’ 

existing SCWPs and future Standards of Conduct training programs sponsored by the Companies. 

b. Disclosure of Transmission Information at a Meeting Attended by 
Transmission and Marketing Employees. 

The Draft Audit Report identifies one meeting in which transmission personnel and marketing 
personnel were present at which the Companies’ transmission personnel disclosed non-pubic information 
regarding the status of two transmission projects. Draft Audit Report at 2 I .  The Draft Audit Report 
notes that the disclosure was not posted on the OASIS in a timely manner. Id. As noted in the DraA 
Audit Report, no evidence was found that Companies’ Energy or Marketing Affiliates traded on this 
information. Id. The Companies agree with the findings regarding the disclosure of transmission 
information at a meeting attended by transmission and marketing employees as set forth in the Draft 
Audit Report. 
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The Companies posted the non-public transmission information disclosed in the meeting 
identified in the Draft Audit Report on the E.ON U.S. LLC Internet site at: httn://www.eon- 
us.coni/relrulatow/disclosure of informationaf on March 3 I ,  2006. Further, beginning in April 2005, 
the Companies adopted certain process changes in response to concerns raised by FERC Audit Staff that 
cross-functional business meetings between transmission function employees and employees of Energy 
or Marketing Affiliates (“C/F Meetings”) create the potential for the sharing of non-public transmission 
information. Since April 2005, the CCO or his designee has attended all identified C/F Meetings. The 
CCO or his designee maintains a high-level agenda and/or minutes for each meeting. The C/F Meetings 
include not only senior level staff meetings but also meetings attended by line level Transmission 
Function Employees and employees of Energy Affiliates. 

In addition, the Companies propose to continue to conduct periodic “function specific” training 
sessions, including those with EON U.S. LLC senior management, to ensure that employees at all levels 
of the E.ON US. LLC‘ organization fully understand the scope and application of the Standards of 
Conduct restrictions on. the sharing of non-public transmission information, including the requirements to 
post disclosures of non-public transmission informatian. As discussed in greater detail in their post-audit 
implenientation plan, the Companies propose to: ( 1 )  adopt procedures detailing the need for the CCO or 
his designee to be present at all C/F Meetings as described above and incorporate such procedures into its 
SCWPs; and (2) will provide additional information about the “function specific” training sessions. 

C. Disclosure of Customer Load Data by E-Mail. 

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

As noted in the postcd disclosure, the customer information at issue involved after-the-fact, 
monthly historic peak transmission load information. This information is used by the Midwest IS0 to 
invoice the Companies for their Schedule I O  charges under the Midwest EO’S Open Access 
Transmission Tariff (or Module B of the Day 2 TEMT). The WMF is responsible for budgeting, 
approving and paying the Midwest IS0 invoice. The non-public customer load data disclosed via e-mail 
to marketing employee identified in the Draft Audit Report was posted on the EON U.S. LLC Internet 
site on March 3 1,2006 at: http://www.eon-us.com/reaulatorv/disclosure of information.pdf. 

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

The Draft Audit Report states that the Companies’ Standards of Conduct training program was 
inconsistent with the Commission’s regulations and the Companies’ SCWP and implementation plans. 
Draft Audit Report at 24. During the audit, FERC Audit Staff discussed the Companies’ training with 
the CCO, his designees and other E.ON U.S. LLC officials. Subsequently, on November 10, 2005, the 
Companies submitted a letter outlining an enhanced Standards of Conduct training program. fd. FERC 
Audit Staff found the proposed compliarike plan to be consistent with Order No. 2004 and proposed 
findings and recommendations. Id. The Companies accept the findings regarding Standards of Conduct 
training as set forth in the Draft Audit Report. 

The 2005 edition of the Companies’ Standards of Conduct training took place from November 
17,2005 through December 3 1,2005. The 2005 training program required the participation of fzl! 
employees in the E.ON U.S. LLC corporate family at the manager level and above, as well as employees 
with the words or phrases “supervisor,” “team leader,’’ or “group leader” in their job title.[’] In addition, 
the Companies trained & employees in the following lines of busincss: ( I) the Companies’ Trdnsnlission 
Function; (2) All Energy Marketing Personnel (regulated and unregulated); ( 3 )  infomiation Technology; 
(4) Accounting and Finance; ( 5 )  Corporate Communications; ( 6 )  Legal; and (7) Regulatory. These 
functional areas of responsibility were selected because employees in such areas have or may have 
access to non-public transmission information through the Companies’ financial books of account, 
records or contracts or real-time, day-to-day operations. 

As noted in the Draft Audit Report, in 2005, the Companies significantly increased the number of 
employees who have received the Edison Electric Institute (“EE1”)-developed, electronic Standards of 
Conduct training program by eighty percent (80%), from approximately 6 10 to approximately 1,100. 
The Companies are committed to further strengthening their training program to ensure that on a going- 
forward basis it remains consistent with Commission requirements and internal training plans. As part of 
this process, the Companies will memorialize new process changes for ensuring that new employees and 
transfers receive the appropriate Standards of Conduct training. The Companies’ future Standards of 
Conduct training plans will be discussed in greater detail in their post-audit implementation plan. 

I “ ’ ’  

function, such as managers and supervisors of substation construction crews which respond to outages that can affect the 
Coinpanics integrated transmission and distribution systems. In addition, this group of employees included all managers, 
supervisors or above highcr ranking personnel that are employed by Energy Affiliates that operate generation facilities on 
bchalf of othcr investor-owned utilities 

Included within the group of employees describcd abovc are certain field personnel in the Companies’ distribution 
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3. Controls Used to Limit Access to the Svsteni. Control Centers. 

a. CCO Permission to Visit the System Control Centers 

The Draft Audit Report states the Companies did not follow Section IV.A.2.b of their posted 
SC WP to control and track access of its marketing employees to their Waterside and Dix Dam system 
control centers. Draft Audit Report at 27. The Companies agree with the findings regarding CCO 
permission to visit the system control centers as set forth in the Draft Audit Report. Below the 
Companies discuss certain corrective measures that have already been undertaken to address concerns 
identified by FERC Audit Staff. 

As noted in the Draft Audit Report, on January IO,  2005, the Companies revised the Standards of 
Conduct page of the EON U.S. LLC website to include a link titled, “Request for Access to 
Transniission Control Center.” The link can be found at: l ~ t t i ~ : ~ ’ / ~ v w w . e o ~  
ii.;.com/re~ulatol-v/socl‘ iequcst acCWi.ilsl3. The link provides instructions for the subinission of written, 
electronic requcsts by employees of Encrgy and Marketing seeking access to the Transmission Control 
Centers. Consistent with Section IV.A.2.b of the Companies’ SCWP, the link directs Energy or 
Marketing Affiliate employees to submit the following information to the CCO as part of a request for 
access to the to the Transmission Control Centers: 

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

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

Consistent with Section IV.A.2.b of SCWP, the link states that the CCO shall: (1) review such requests 
and approve or deny them; and (2) maintain electronic copies of all forms submitted and his decision to 
approve or deny such requests for a period of three (3) years. 

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

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

b. Controls on Visitors Entering the System Control Ccnters. 
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The Draft Audit Report states that the written log books documenting visitors’ access to the 
Waterside and Dix Dam system control centers were inconsistent with Companies’ SCWPs. Draft Audit 
Report at 28. Specifically, the written log books did not collect some pertinent information that was 
required in Section IV.A.2.b of the SCWPs. /d. The Companies accept the findings, regarding controls 
on visitors entering the system control centers as set forth in the Draft Audit Report 

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

0 The name of the transmission customer: 

0 Date and time of the visit; 

0 The name of the Transmission Function Employee or other Company Personnel (as that term 
is defined in the SCWP) hosting the transmission custonier; 

0 Whether the transmission customer is an affiliate; and 

0 The purpose of the visit. 

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

C. Access to Transmission Information Once Inside the System Control 
Center. 

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

In their January 1 1  Letter, the Companies coniniitted to install by January 13,2006 certain 
temporary, but effective, covers on all windows on doors, or windows that serve as partitions or walls for 
purposes of impeding a direct view into the control rooms at Waterside and Dix Dam. The Companies 
hereby canfirm that such temporary covers were in fact installed by January 13, 2006. Further, the 
Companies committed to implement a pernlanent salution through the use of frosted glass or another 
similar technique by the end of thc first quarter of 2006. By this letter, the Companies hereby confirm 
that, prior to the end of the first quarter of 2006, pernianent window frosting treatment covers were 
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installed all windows on doors, or windows that serve as partitions or walls for purposes of impeding a 
direct view into the control rooms at Waterside and Dix Dam. 

4. - Organizational Charts. 

The Draft Audit Report states that Companies have not properly posted certain organizational 
charts showing: (1) employee information required for all business units i n  the sales function; (2) the 
position of all Energy and Marketing Affiliates with the E.ON 7J.S. LLC family corporate structure; and 
(3) that the Companies use a service company as an employment mechanism for the Transmission 
Provider and for its Energy and Marketing Affiliates. Draft Audit Report at 30-32. The Companies 
agree with the findings regarding the posting of organizational charts as set forth in the Draft Audit 
Report. 

011 Friday, June 16, 2006, the Compaiiies and FERC Audit Staff held a conference call for 
purposes of ensuring that the Companies fully satisfied the organizational chart posting requirements and 
concerns articulated in the Draft Audit Report. The Companies appreciate FERC Audit Staff‘s 
cooperation and help in this process. As will be discussed in greater detail in their post-audit 
implementation plan, the Companies will post revised organizational charts in accordance with the 
directives and guidance provided by FERC Audit Staff on the Julie 16”’ call. 

5 .  Shared Facilities. 

The Draft Audit Report states that the Companies did not post a list of facilities Shared by the 
Transniission Provider and the Companies’ Energy and Marketing Affiliates. Draft Audit Report at 33. 
Further, the Draft Audit Report notes that virtually all of the Companies shared service Employees 
occupied the same building as their two primary Marketing and Energy Affiliates -- WMF and LEM. Id. 
at 34. When FERC Audit Staff pointed out that the shared services eniployees with access to 
transniission information and the Marketing and Energy Affiliate shared facilities which trigger a posting 
requirement. the Companies agreed to revise its posting to ensure that i t  is consistent with 18 C.F.R. $ 
358.4(b)(2) (2005). The Companies agree with the findings regarding shared facilities as set forth in the 
Draft Audit Report and corrected the posting. 

c. MARKET-BASED R A T E  TARIFF FINDING AND RECOMMENDATIONS. 

The Drafi Audit Report states that, for the first quarter of 2005, the Companies’ Electric 
Quarterly Reports (“EQRs”) contained inaccurate information for its sales made pursuant to their joint 
market-based rate tariff. DraR Audit Report at 35. Specifically, the Companies inaccurately reported 
several sales transactions from its WMF to LEM and reported invalid Data Universal Numbering System 
(“DUNS”) numbers for several other customers. The Companies accept the findings regarding EQRs as 
set forth in the Draft Audit Report. 

As noted in the Drafi Audit Report, on January 3 1 , 2006, the Companies made certain corrections 
to its EQR filings. The Companies agree to implement the proposed recommendations set forth in the 
Drafi Audit Letter regarding: ( I  ) strengthening the Companies’ written procedures to ensure that all data 
reported in future EQR filings are in compliance with Commission regulations and reflect the correction 
of errors and inconsistencies identified in the Draft Audit Rcport; (2) implementing procedures to 



validate all customer DUNS numbers; and (3) refiling all EQR reports froin inception to correct the 
incremental peaking name and class name of power sold to LEM. The refiling referenced in subsection 
( 3 )  above has been completed. 

The proposed corrective measures designed ensure the accuracy and sufficiency of the 
Companies’ EQR reports and ensure compliance with their joint market-based rate tariff will be 
submitted with the Companies’ post-audit iniplementation plan. 

\ 
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IV. CONCIJJSION. 

On behalf of E.ON U.S. LLC, 1 would like to thank the FERC Audit Staff for their time, effort 
and commitment to ensuring that the Companies are in full compliance with the Audit Item. I would 
like to again affirni E ON U.S. LLC's commitment to meeting its obligations under the Standards of 
Conduct, the Code of Conduct, its Market-Based Rate Tariff and all other applicablc FERC iniposed 
regulatoiy obligations. 

Sincerely, 

Mi'chael 's. Beer 
Vice President, Federal Regulation and Policy and 
Standards of Conduct Chief Compliance Officer 
E.ON US. LLC 

on behalf of 
Louisville Gas and Eloctric Conipany & 
Kentucky Uti1 dies Company 

cc: Carl Coscia 
L,yk Hanaganii 
Eliot Wessler 
FERC, Office of Enforcement, Division of Audits 

Steven D. Phillips 
E.ON 1I.S. LLC 

R. Michael Sweeney, Jr. 
Hunton & Williams LLP 
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Kentucky Utilities Company 
Case No. 2009-00548 

Historical Test Period Filing Requirements 

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

Sponsoring Witness: Valerie L. Scott 

Description of Filing Requirement: 

The most recent Federal Energy Regulatory Commission Form 1 (electric), 
Federal Energy Regulatory Commission Form 2 (gas), or Automated 
Reporting Management Information System Report (te I ep h o n e) and P u b  I ic 
Service Commission Form T (telephone); 

Response: 

KTJ’s most recent FERC Form 1 for the year ended December 3 1,2008, is attached. 





i THIS FILING IS I 
~ 

Item 1 An Initial (Original) OR r"J Resubmission No ____ 
Submixion 

Fomi 1 Approved 

(Expii es 7/31/2008) 
Farm 1 -F Approved 

(Expires 6,'30/2007) 
Fartn 3-Q Approved 

(Expires 6/30!2007) 

OME No. 1902-0n21 

OMB NO 1902-0039 

OMB No. 1902-0205 

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

Major Efectric utilities, ticensees 
and Others and Supplemental 

uarterly Fi 

State Corporation Commission 
of the 

Commonwealth of Vir 

-__-- ____.__-__ -"__._I_._ _I.." 

These reports are mandcrtonj under the Fecleral Power Act: Seciiorts 3, .?{a), 

18 CFR 147 .I find 141 6UO. Failure to report may result in criminal lines, civil penalties and 
other sancfions as provided by law. The Federal Energy Regulator;' Coniniission does nut '------ consider these reports to be ai wnfideniial nakm 

I Exact Legal Name .F Respondent (Company) lYeariPeriodofRe po rt I---- 
l_l<entucky Utilities Cc *i~pany __ _- I End of 2008/Q4 I 

FERC FORM F o x - Q  (REV. 02-04) 



Virginia State Corporation Commission Supplemental List of Schedules 

Title of Schedule 

Production Fuel and Oil Stocks 

Particulars Concerning Certain other Income Acwunts 

Construction Work in Progress and Completed Construction - Not Classifed - Electric 

Sales to Railroads and Railways and Interdepartmental Sales 

Rent from Electric Property and Interdepartmental Rents 

Sales of Water and Water Power 

Miscellaneous Service Revenues and Other Electric Revenues 

Electric Plant in Service 

Electric Operating Revenues Commonwealth of Virginia 

Electric Operating Revenues - Virginia State Corporation Commission Jurisdiction Only 

Reference Paae No. 

VASCC C 

VASCC L 

VASCC O - 0-9 

VASCC P 

VASCC P 

VASCC Q 

VASCC Q 

VASCC 204 - 207 

VASCC 300 - 301 

VAJUR 300 - 301 

Remarks 

Kentucky Utilities Company 

Kentucky Utilities Company 

Kentucky Utilities Company 

Kentucky Utilities Company 

Kentucky Utilities Company 

Kentucky Utilities Company 

Kentucky Utilities Company 

Virginia Only 

Virginia Only 

VASCC Juris Only 
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ame of Respondent Date of Report Year of Report I (Ma, Da, Yr) I This report is: 
(1) X An Original 

- ENTUCKY UTILITIES COMPANY l(2) __ A Resubmission I IDecember 3 1,2008 - 
PARTICULARS CONCERNING CERTAIN OTHER INCOME ACCOUNTS ~ 

1. Report% this schedule the information specified in the instructions 
below for the respective other income accounts. Provide a 

others, give name of lessee, brief description ofproperty, 
effcctive date and expiration date of lease, amount of rent 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
I8 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
3s 
36 

- 

- 

conspicuous subheading for each account and show a total for the 
account. Additional columns may be added for any account if 
deemed necessary. 
Merchandising, jobbing and Contract Work (Accounts 415-416)- 
Describe the general nature of merchandising, jobbing and contract 
activities. Show revenues by class of activity, operating expenses 
classified as IO operation, maintenance, depreciation, rents, and net 
income before taxes. Give the bases of any allocations of expenses 
between utility and merchandising, jobbing and contract work 
activities. 
Nonutility Operations (Accounts 417 and 4 17. I)-Describe each 
nonutility operation and show revenues, operating expenses 
classified as to operation, maintenance, depreciation, rents, 
amortization and net income before taxes, from the operation. Give 
the bases orany allocations of expenses between utility and 
nonutiliv opcrations. The book cost of property classified as 
nonutility operations should be included in Account 121 
Nonoperating Rental Income (Account 41 I)-For each major item of 
miscellaneous property included in Account 12 I, Nonutility 
Property, which is not used in operations for which income is 
included in Account 4 17, but which is leased or rented to 

revenues, operating expenses classified 11s to operation, 
maintenances, depreciation, rents, amortization, and net income 
before taxes, from the rentals. If the property is lensed on a 
basis other than that o f a  fixed annual rental, state the method of 
determining the rental. Minor items may be grouped by classes, 
but :he number of items so grouped should be shown. Designate 
any leases which are associated companies. 

5. Interest and Dividend Income (Account 419)-Report interest end 
dividend income, before taxes, identified as to the asset account 
or group of accounts in which are included the assets from which 
the interest of dividend income was derived. lncome derived 
from Investments, Accounts 123,124, and 136 may be shown in 
total. Income from sinking and other funds should be identified 
with the related special funds. Should also expenses, included in 
Account 419 as required by the uniform system of accounts 
Miscellaneous Nonoperating income (Account 421)-(iive the 
nature and source of each miscellaneous nonopcrating income, 
and expense and the amount thereof for Uie year. Minor items 
may be grouped by classes. 

6. 

Item I Amounts 

lccount 41 6 - Cost and Expenses of Merchandising, Job. & Contract Work 
Total Account 416 

,ccount 41 7.0 - Revenues from Nonutility Operations 
Revenues from nonutility operations 

Total Account 4 17.0 

iccount 418 - Nonoperating Rental Income 

)perating Expenses 
Operation 
Maintenance 
Depreciation 

Net Income Before Taxes 

Total Rent Revenues 

Total 

Total Account 4 18 

iccount 419 - Interest and Dividend Income 
Interest fiom Associated Companies 
Interest fiom State Tax Refunds 
Interest from Financial Holdings 
Interest from Special Funds 
Dividends - Non Associated Company 
Interest from Other Loans & Receivables 

Total Account 419 

iccount 421 - Misc. Nonoperating Income 
Misc Nonoperating Income 
Mark-to-Market Income - Nonhedging 

Total Account 421 

25 

25 

25 

362,147 
300,000 

7,385 
561,372 
137,500 
I 14,737 

1,483,14 1 

(29,543 

--..__ ._II 
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This report is: ame of Respondent 

ENTUCKY UTILITIES COMPh-NI 

1. 

2 

- 

. h e  
40. 

- 
I 
2 
3 
4 
5 
G 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
I8 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
3 5  
3B 
37 
35 
39 
40 
41 

- - 

~- 
Date of Report 
(Mo, Da, Yr) 

Year of Report 

December 3 I ,  2008 

process ofconsuuction and coruplctcd corismction rrot cla%ificd for 
projccls acllwlly in scrvicc. For onysubstantial amounls of 
cnrnplcted constnictioo not classified for p l ~ i  actually in xrvicc 
cxplnin thc circumstances which lrave prcvcntcd final classification of 
such nniounts to presmicd priniary accounfs for plant in service 
?be information spcciiicd by lhis schedule for Account 106, 

Description of Project 

(a) - 
STEAM PRODUCTION 

TC2 - KU 
BROWN 1,2,3 FGD 
IC2  AQCS KU 

BROWN ASH POND EXPANSION, PHASE I 
GH3 FGD 
GHENT I CONTROLS MODERNIZATION 
GHENT 4 CONTROLS MODERNIZATION 
GH2 CT CELL REBIJILD 
BR2 REHEAT INLET & OUTLET HEADER 
GHENT 2 CONTROLS MODERNlZATlON 
SO3 SORBENT INJECTION 
GHENT SO2 COMMON 
GHENT SPCC COMPLIANCE MODIFICATIONS 
GH4 FGD 
GH3 CATALYST lAYER PURCHASE & INSTALLATION 
E.W. BROWN UNIT 3 SCR CONCEPTUAL ENGINEERING 
GHENT ASH POND/LANDFIL L 
FUEL SUPPLY MANAGEMENT SYSTEM 
MERCURY MONITORING KU 
TRIMBLE COUNlY ASHIGYPSUM PONDS 
BR3 COOLING TOWER STORM DAMAGE REPAIRS 
BRI AIR HEATER BASKET REPLACEMENT 
DEVELOPMENTTY OIL CONTAINMENT SPCC 
GH4 ASH PIPE REPLACEMENT 

REVISED BR2 TURBME BLADES 

K11 SOX PROGRAM - GHENT 2 FGD SYSTEM 

OH1 CrCELL 1-1 REBU1L.D 

GH4 (7T CELL4-5 REBUILD 
GH3 '3 CELL 3-6 REBUILD 
GH3 CT CELL 3-5 REBUILD 
BRI-I SBAC REP1.ACEMENT 
GH DO\VNIUVER FLOATING WORK BARGE 
GH MOORING CELL C-4 
COAL BARGE UNLOADER BUCKET & CHAIN REPLACEMENT 
DEVELOPMENT €IF OIL CONTAINMENT SPCC 
GHENT CONVEYOR 9EL.T REPIACEMENT 
BR2 PRECIPITATOR PLATE REPIACEMENT 
OH I 1D FAN TRANSFORMER 

MAXIM0 LICENSES 
TOTAL 

n 48ov SWITCHGEAR REPLACEMENT 

furnished even though this account i s  included in the 
schedule, Electric Plant in Service, pages 401403, according 
to a tentarivc classification by primary accounb. 
Show items relating to "rcscarch and development" projects 
last under a caption Research and Development: (See account 
107, Uniform Syslem oTAccounLs) 
Minor projects may be groupcd. 

3. 

4. -- 
Construction Work 
in Progress-Electric 

(Account 107) 
@) 
s 
s 
s 
s 
S 
s 
s 
s 
s 
s 
16 
$ 

$ 
s 
s 
5 
s 
s 
s 
s 
s 
s 
s 
5 
s 
5 
s 
s 
s 
s 
s 
S 
s 
s 
$ 
I 
s 
.$ 
$ 
s 

396,423,467 
233,726,240 
152,293,728 
140,838,104 

ia,ia6,020 

5. I 86,779 
6,453,203 

4,960,348 
3,s 11,494 
3,170,091 
3, I4 1,868 
1,565,236 

1,445,319 
1,223,066 
1,142,172 
1,009.7 18 
i,ooa.465 

1,872,738 

942.509 
941,21 I 
921,539 
813,369 
623,093 

436,131 

424,297 
417,311 
416,234 
4 10,849 
387,553 
359,455 
322.8 I 9 
299.837 
2a4s9a 

m , o a  I 

426,823 

273,l 17 
27 1,161 
235,675 
210,875 
186,734 

S 1,176.440,172 

VASCC 0 Next Page is 0- I 

Completed Con- 
struction Not 

Classified-Electric 
(Account 106) 

(C) 

7,426,033 
131,804,746 

I 59,937,989 

S 437,171,600 

Estimated 
Additional 

c o s t  of 
Project 

0- 
s 
s 
s 

s 

s 
$ 
s 
s 
0 
s 
s 

5 
s 
$ 
$ 
S 
S 
s 
s 

s 
s 
S 
s 
S 
$ 
s 
5 
s 
s 

S 
S 
s 
s 

66,576,533 

32,706,272 

33,33 1,899 

117,939,417 

172,652 
57 1,506 

2,645,949 
1,733,132 
9,292,730 

350,126 
1,032,309 

1,804,828 

843.49 I 
308,753 
458,461 

1,790,282 
991,535 

21,761 
14,173 

21,869 
I71 

9,689 
10,766 
16,151 

537,545 

91,161 

205,a29 

13,283 

1,181 

16,883 
I ,  164,634 

14.325 
60, I25 



a m e  of Respondent 

E N T U C K Y  UTILITIES COMPANY 

1. 

2 

- 

.in( 
40 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
IO 
1 1  
12 
13 
14 
15 
IG 
17 
18 
1 9  
2 0  
21 
2 2  
23 
2 4  
25  
2 6  
2 7  
28 
2 9  
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

(Mo, Da, Yr) 
This report is: 
( I )  2- A n o r i g i n a l  
(2) A Resubmission 

. . _  
process of construction and coniplctcd consmction not classified for 
projects nchlally in scrvice. For any subshntial aniounts of 
cotiiplctcd conrnuchon not classified for phnt actually in service 
explain ate circunlsonces which have prevented final classification of' 
such anmunfs to prcscribcd prininry accounts for plant in scrvicc 
Thc information specificti by this schcdulc for Account 106. 

furniihed even though this account is included in the 
schedule, Electric Plant in Service. pagcs 401403, according 
to a tentative classification by primary accounts. 
Show items relating to "research and developmenl" projects 
lasl under a caption Research and Development (See account 
107, Uniform Syslem of Accounb) 
Minor projects may be grouped. 

3. 

4. 

---I .- 

Description of Project Construction Work 
in Progress-Electric 

(Account 107) 
(a) 

UMS GROUP MVESTMENT EVALUATION MODEL. 173,243 
TY 5-4 EL MILL CONVERSION 

GH4 GENERATOR REWEDGE 
GH MISCELLANEOUS MOTORS 
BRI LOWER DEN) AIR SPACE ABATEMENT 

GH 4 4-2 CCW HEAT EXCHANGER 

GH2 CT CELL 2-6 REBUILD 
GH2 CT CELL 2-5 REBUILD 
BR3 CONTROL ROOM HVAC DEVELOPMENT 

GR MAIN BUILDING ROOF 
GR3 DISTRIBUTED CONTROL. SYSTEM UPGRADE 

TY3 5-1 EL CONVERSION 

BR 1-2 SERVICE WATER PUMP REBUILD 
GH2 AUXILIARY CONDENSATE 2-2 RETUBE 
STEAM PRODUCTION -MINOR PROJECTS 

HYDRAULIC POWER 
DX3 OVERHAUL. 
DEVELOPMENT DIX CRANE ACCESS ROAD 
HYDRAULIC POWER - MINOR PROJECTS 

OTHER PRODUCIlON 
BR (3'7 MB CONVERSION - KIJ 
BR CT9 MODIFICATIONS 
BR CT UNDERGROUND PIPE SPCC 
BR CT6 QUENCH NOZZLE REPLACEMENT 
OTHER PRODUCTION -MINOR PROJECTS 

TRANSMlSSlQN 
DEVELOPMENr FOR TRMBLE COUNTY UNIT# 2 
LOUDON AVE TO LANSDOWN 69KV DOUBLE CIRCUIT 
N. KMERICAN STAINLESS 345- 138 KV450 MVA TRANSFORMER 
BR ASH POND EXPANSION -TRANSMISSION LINE RELOCATION 
PRIORITY REPLACEIMENT TRANSMISSION LINES 
SPCC MODiFICATlONS FOR KU 
MISCELLANEOUS SUBSTATION PROJECTS - KU 
FA'A'KES 138-69KV. I50 MVA 
NAS TAP 345KV LINE 
PRIORITY TRANSMISSION LINE 
STORM DAMAGE TRANSMISSION LINE 
GHENT-KENTON 138 KV LINE - P2 POLE REPLACEMENT 

S 
S 
5 
s 
5 
s 
$ 

s 
s 
$ 
S 
5 
5 
5 

$ 
s 
$ 

s 
5 
s 
s 
$ 

3 
S 
s 
s 
s 
$ 
s 
$ 
$ 
s 
s 
s 

162.615 
152,237 
147, I29 
143,058 
135,699 
129,688 
129,688 
129,654 
128.244 
126,430 
I 18,927 
I 17,994 
116,613 

1,653,380 

1,399,263 
129,384 
64,994 

6,391,713 
686,722 
627,368 
154,832 
l93,6 I6 

42,479,239 
4,691, I77 
4,470,709 
4,105,754 
3,065,4 I6 
1,605,833 
1.433, I43 
1,354957 
1,275,880 
1,262,028 
1,056,537 

732,25 1 

VASCC 0- I Next Pagc is 0 - 2  

Completed Con- 
sbuction Not 

Classified-Electric 
(Account 106) 

(4 

8,662.096 

11,732 

21 0, I68 

139,561 

S 437,171,600 

Estimated 
Additional 

cost of 
Project 

(4 
s 
$ 
s 
s 
5 

s 
s 
0 
S 
S 

s 
s 
5 

$ 
9 
s 

s 
$ 

$ 
s 

s 
s 

s 

s 

1.757 
59,385 
26,763 
76.87 I 

106,942 

327,813 
327,813 
257.346 
7 1,705 
3,570 

995,099 
36.187 

2,527,2 I3 

3,549,840 
20,616 

102,072 

16,181 
1,029,586 

28.069 
77,859 

26,520,761 
1,554,335 

31,150 

82,231 
s 368,133,046 



(Mo, Da, Yr) 
This report is: 
(1) X Anoriginal 

lame of Respandent 

ENTUCKY UTILITIES COMPANY 
CONSTRUCTION WORK IN PROGRESS AND COMPLETED CONSTRUCTION NOT 

(a) 

CLASSIFIED -ELECTRIC (Accounts 107 and 1 OG) -. 
Rcwn bclow dcscriotions and balances at a i d  of year of oroiccrs in ComDleted construction Not Classified-Electric. shall be 

(b) 

1. 

2. 

- 

.inf 
\lo. 

- 
1 
2 
3 
4 
5 
B 
7 
8 
9 
10 
I I  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
2G 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

~ . _  
process or construction and complcld mnsbucn'on not classificd for 
projccts accudly in smvice. For any substantial amounts or 
ccmplcted consmction not classificd for plant nctwlly in m i c e  
explnin the circunatanccs which have prevented rial clasrifiun'on of 
such amowlu IO prcscnid pnmvy accounts for plant in mice .  
Thc information specified by lhis mlicdule for Account 106. 

Furnished even though this account is included in the 
schedule. EIccuic Plan1 in Service, pages 401-403, according 
to a tentative clmification by primary accounts. 
Show items d a t i n g  10 "resenrch and development" projects 
last under a caption Research and Development: (See account 
107, Uniform System ofAccounts). 
Minor projects may be grouped. 

3. 

4. 
.- I 

Description of Project Construction Work 
in Progress-Electric 

(Account 107) 

PARAMETER UPGRADE TRANSMISSION LINE 
LYNCH TO POCKET 69KV HOLMES MILL. 
SHELBWLLE-SIMPSONVILLE 69KV THERMAL UPGRADE 
CRITICAL SPARE 138/69 KV TRANSFORMER 
KU TRANSMISSION BLANKET 
K7 PARAMETER UPGRADES TRANSMISSION LINE 
MISCELLANEOUS TRANSMlSSlON CAPITAL 
HIGHWAY 52 RELOCATION RICHMOND 
INNOVATION DRIVE SUBSTATION 138KV TAP 
HORSECAVE TRANSFORMER SUB 799 RECONDVTOR TAP TO SUB 61 1 
UK MEDICAL CENTER CONTROL HOUSE RELOCATION 
REPLACE FAILED HARLAN TRANSFORMER 
LEBANON EAST SUBSTATION 
NEW FACILITIES TRANSMISSION LINE 
REPLACE UNDERRATED 69KV BREAKERS FAWKES SUBSTATION 
TAYLOR CO TRANSFORMER 
GARRARD COUNTY HIGH SCHOOL 
FIIGBY MlLLIJR MEDICALCENTER SYSTEM PARAMETERS 
DETROIT HARVESTER SECTION OF PARIS-LEXINGTON PLANT 
RECONDlJCTOR P A R E R S  MILL TAP 69KV 
LOLJDEN AVENUE HAEFLING 138KV HIGHWAY RELOCATION 
MILLERSBURG CONTROL HOIJSE REPLACEMENT 
NEW FACILITIES TRANSMISSION LINE 
TRANSMISSION LINE RELOCATION K I J  
OPEN SYSTEM INTERNATIONAL ENERGY MANAGEMENT SYSTEM 
KU REMOTE TERMINAL UNIT PURCHASE 
PURCHASE SPARE TRANSMISSION CIRCUIT BREAKERS 
HARRODSBURG-ADD 69KV BREAKERS FOR CUSTOMER 
DELVINTA 824 CARRIER ADDITION 
TRANSMISSION - MINOR PROJECTS 

DISTRIBUTION 
PURCHASE PROPERTY FOR 1NNOVATION DR. SUB. #428- I 
INSTALL LEBANON JUNCTION SUB 
W360 LTC REBIJILD 

PURCHASE OF METERS 
STORM PROJECT 

AIR GAS SUBSTATION 

NEW BUSINESS SERVICE - IJ/G - SHELBYVILLE 

NEW ELECTRIC SERVICE - OM -NORTON 

s 
s 
s 
s 
S 
s 
S 
s 
s 
E 
s 
s 
s 
S 
s 
$ 
S 
S 
E 
E 
$ 
s 
s 
$ 
$ 
$ 
$ 
S 
s 
s 

5 
s 
s 
s 
s 
$ 
s 
S 

629,509 
430,973 
391,664 
373,727 
367,705 
310,012 
295.512 
290,745 
277,094 

265,139 
257,237 
242,556 
232,036 

269,950 

198,190 
194,998 
183,753 
179.9 I9 
174,546 
173,262 
167,597 
167,563 
164,141 
IGI , I25 
133,243 
127,375 
121,012 
113,776 
112,379 

2,257,524 
109,270 

3,as3.(raa 

1,4a3,46a 

1,384,274 

1,304,846 
1,287,203 

1,812.41 4 

1,401,943 

1,321,114 

TOTAL I S 1,176,440,172 

VASCC 0 - 2  Next Page is 0-3 

Completed Con- 
struction Not 

Classified-Electric 
(Account 106) 

(C) 

E 437,171,600 

i 8,505,835 

s 

$ 
S 
S 

S 
S 

s 
E 

s 

s 
$ 
$ 
$ 
S 

s 

16 
s 

s 

S 

$ 

- _ . - - . ~ -  
Estimated 
Additional 

cost of 
Project 
(4 

1 4 8 ~ 3  I 

156,155 
G16,494 
582,030 

599,277 
73.0 17 

93,701 
126.0 I6 

i 8,809 

394,004 
191,775 

206,396 
135,639 

98,361 

11,916 

20, I a2 
267,615 

24.Z1.213 

178,862 

987.797 
368,133,046 S 
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- ._. 

lame of Respondent 

ENTUCKY UTILITIES COMPANY 

-~ _I 

Date of Report 
(Mo, Da, Yr) /-- Year of Report This report is: 

(1) .& Anoriginal  
(2) A Resubmission .- December 3 1,200s 

process o f c o u s ~ ~ ~ c t i o n  snd complcred consuuction not clossificd For 
projects nctually io scrvicc. For my subsuntial amowits of 
complctcd consbuction not classified for plant actually in service 
cxplain L c  circumstances which hwc prcvcntcd final classification of 
such mounts lo prcsuibcd primary accounts for plan1 in xmk. 
The information spccificd by Lk schcdule for Account I M, 

furnished even though this account is included in the 
schedule, Electric Plnnt in SeM'ce, pagcs 401-403, according 
to a tcntativc classification by primary accounts. 
Show items relating to "research and development" projects 
last under a caption Research and Development: (See account 
107, Uniform System ofAccounts) 
Minor projects may be grouped. 

3. 

4. 

Description of Project 

NEW ELECTRIC SERVICE - O/H - PMEVILLE 
PURCHASE TRANSFORMER 3 15 

BRYANT ROAD #3 SUBSTATION &TEMPORARY TRANSFORMER 
ADD TRANSFORMER HORSE CAVE INDUSTRIAL 
STORMS FEB 5 & 6 
PURCHASE PROPERTY LEXINGTON EAST AREA SUBSTATION 
KU GENERAL RELIABILITY 
CONSTRUCT LEBANON EAST SUB 
SCM REPAWREPLACE FAILED TRANSFORMERS 
CITY OF BARDSTOWN SUB 
PURCHASE TRANSFORMERS 236 
PURCHASE 161x69 SPARE TRANSFORMER 
TROUBLE ORDERS OIH 246 
ADD TRANSFORMER UNlON UNDERWEAR 
DISTRIBUTION RELIABILITY IS6 
REPLACE SHUN PIKE TRANSFORMER 
STAMPING GROUND INSTALL 10 MVA ?RANSFORMER 
BELL COUNTY COAL GARMEADA #2 
TROUBLE ORDERS OM 256 
NEW BUSINESS RESIDENTIAL 216 
REPLACE TRANSFORMER 7114 WOODLAWN 
REPLACE 69/34 TRANSFORMER DORCHESTER 
SCM EARL GREEN RIVER PLANT TRANSFORMER 

PUBLIC WORKS RELOCATION - O/H - LEXINGTON 

PUBLIC WORKS RELOCATION -OM - ELIZABETHTOWN 
NEW BIJSINESS RESIDENTIAL - UIG - LEXINGTON 
ROGERS GAP DISTRIBUTION 
REPAWREPLACE DEFECTIVE STREET LIGHTS 366 

DISTRIBUTION CAPACITORS KU 
PURCHASE TRANSFORMERS 366 
PURCHASE 'TRANSFORMERS 256 
TROUBLE ORDERS 216 
REPAIR REPLACE DEFECTIVE STREET LIGHTS 256 
PURCHASE TRANSFORMER 246 
PUBLIC WORKS REL.0CATlON - O/H - DANVlLl E 
BROWN I,  2,3 FGD 
INSTALL. NEW 795 ClRCUIT TO NESTLE PLAN 2 
CONSTRUCT NEW CIRCUIT FROM BRYANTTEMPORARY SUB 
SUBSTATION ABB TYPE TRANSFORMER REPLACEMENT 

WINTER STORM 2-1 I 

REPLACE TRANSFORMER AT KY STATE HOSPITAL S ~ J B  n587 
TOTAL 

Construction Work 
in Progress-Electric 

(Account 107) 
(b) 

1,190,2 I2 

1,003,728 

930,561 

1,068,301 

938,428 

866,977 
788,353 
782,279 
772,068 
760,977 
749,9 I9 
703,164 
693,043 
639,383 
633.41 I 
631,501 
575,775 

495,746 

470,092 
461,610 
438,507 
429,999 

411,271 
406,447 

374,402 
371,803 
364,539 
349.7 17 

332,114 

548,358 

473,587 

428,645 

386.397 

337,618 

326,048 
306,348 
305.969 
304,805 
294,965 
29 I ,042 
274,679 

S 1,176,440,172 

- 
Completed Con- 

struction Not 
Classified-Electric 

(Account 106) 
(C) 

D 2,021,518 

j 437,171,600 

Estimated 
Additional 

cost of 
Project 

(d) .- 

$ 539,537 
$ 60,639 

s 38,977 
s 97,563 
5 204,932 

5 26,589 

$ 438,656 
$ U 5 , 2  I 1 

s 101,190 

s 5,001 

s 103.197 

S 26,359 

S 246,321 
S 368,133,046 

VASCC 0-3 Next Page is 04 
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8 
9 
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I I  
12 
13 
14 
15 
16 
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18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

- - 

(Mo, Da, Yr) 
This report is: 
( I )  2- Anoriginal 

CLASSIFIED -ELECTRIC (Accounls 107 and 106) 
Report bclorv dercriptions and balances at end of war of proiects in Completed construction Not Classiticd-Elcctric. shall be . . _  
process ofconsuuction and complcfcd consauction not classifid for 
projccts actually in scrvicc. For any substanhal amounts of' 
conrplctcd consauction not chssificd lor plant actually in service 
explain the circumsonccs which luve prcvcntcd fmal chsifimtioii of 
such amounts to prcscriid primary aculunts for plant m service 
Thc infannation specifid by Uiis schcdule for Account 106. 

Description o f  Project 

(a) 
SCM EARLINGTON SUBSTATION REPLACEMENT (S&c FUSES) 
WINCHESTER WATER WORKS 
NEW BUSINESS COMMERCIAL426 
WINDSTREAM TELEPHONE COMPANY POLE REPLACEMENT 
KU DISTRIBUTION POWER FACTOR CORRECTION 
NEW BUSINESS COMMERCIAL 2 I I 

OUTAGE MANAGEMENT SYSTEM IJPGRADE 
INNOVATION WEST CIRCUIT 
T A E S  CREEK RD HIGHWAY RELOCATION 

ELIZABETHTOWN - STORM RESTORATION 
NEW BUSINESS RESIDENTIAL 426 
SCM TRANSFORMER REWINDERS . 
TOOLS AND EQUIPMENT 256 
ICU MOBILE INFRASTUCTURE 
TOOLS AND EQUIPMENT 3 15 

TOOLS AND EQUIPMENT 246 
STRATTON PIKE REBUILD 
NNOVATION U/G EXIT CIRCUITS 
UNION UNDERWEAR CIRCUIT WORK 
HIGHWAY RELOCATION KY 1577 
BOGGS LANE 
PURCHASE TRANSFORMERS 766 
LEXINGTON STORM RESTORATION 

SHE1 BYWLLE STORM RESTORATION 

PAYNES DEPOT RD (US 62) HIGHWAY 

DISTRIBUTION RELlABlUTY 246 
IlORSE CAVE RECONDUCTORINC 
EARLINGTON STORM RESTORATION 
KU PC & PRINTER INFRASTRUCTURE 
HORSE CAVE INDUSTRIAL SUBSTATION DlSTRlBLJTlON WORK 
SCM REPLACE BREAKERS 
TOOLS AND EQIJIPMENT IS6 
PIJRCHASE TRANSFORMERS 156 

TOTAI. 

NEW BUS INDUSTRIAL - U/G - ELIZABETHTOWN 

REPLACE DEFECTIVE EQUIPMENT - O/H - PINEVILLE 

LONDON-STORM RESTORATION 

NEW BUSINESS RESlDENnAL - O/H - LEXINGTON 

SYSTEM ENHANCEMENTS - EXISTING CUSTOMERS - LEXINGTON 

PUBUC WORKS RELOCATION - On1 - LONDON 

NEW BUS RESIDENTIAL - O/H - LONDON 

PUBLIC WORKS RELOCATION -O/H - MAYSVILLE 

VASCC 0-4 

furnished even though this account is included in the 
schedule, Electric Plant in Senicc, pnges 401403, according 
to a tentative classification by primary accounts. 
Show items relating Io "rcseorch and development" projects 
last under a caption Research and Dcvclopment: (See account 
107, Uniform System ofAccounts). 
Minor projects may be grouped. 

3. 

4. 

Construction Work 
in Progress-Electric 

(Account 107) 
-- (b) 
S 
s 
s 
s 
s 
s 
$ 
s 
s 
s 
s 
s 
$ 
s 
$ 
s 
s 
s 
s 
5 
s 
$ 
s 
S 
5 
s 
s 
$ 
$ 
$ 
$ 
S 
s 
s 
s 
$ 
$ 
s 
S 
s 
s 

266,224 
254,763 
25 1,108 
249,140 
247,660 
244.147 
239.590 
238,661 
237,062 
235,520 
234, I99 
232,034 
230,581 
229,670 
226,445 
218,137 
214,118 
21 1,362 
209,016 
207,294 
206,772 
194s IO 
190,563 
189,564 
185,147 
178,199 
177,308 
176.958 
176,242 
169,772 

167,027 
166,661 
165.066 
IG4,483 
164,430 
159,632 
157,951 
1573 17 
157,126 
154.891 

168,552 

S 1,176,440,172 

Next Page is 0-5 

Completed Con- 
struction Not 

Classi lied-Electric 
(Account 106) 

(c) - 

1.KJ7.979 

62,674 

24 1,621 

3 437,171,600 

Estimated 
Additional 

Cost o f  
Project 
(4 

$ 25.476 
13,737 

5 167.340 

s 6,946 
s I4 I ,  IO0 
s 154.8 I4 

S 39,361 
s 11,339 

s 4,853 

s 6G,093 

s 368,133,046: 



( I )  2. Anoriginal  (Mo, Da, Yr) 
aine of Respondent 

ENTUCKY UTILITIES COMPANY l(2) - A Resubmission I }December 31,2008 
CONSTRUCTION WORK IN PROGRESS AND COMPLETED CONSTRUCTION NOT 

1- 

2 

- 

ini 
40. 

I_ 

I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
I I  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
3G 
37 
38 
39 
40 
41 
- - 

CLASSIFIED -ELECTRIC (Accounts I07 and 106) __. 
Rcporl below dcxriptions and balnnces nt end of ywr of projccu in Complclcd construction Not Classified-Electric, shall be 
proccss orconstnution arid complrtcd construction not classilid for 
projects ocnwlly io service. For any subsmtinl anrounts or 
conrplcled construction mt classilicd for plant actuelly m service 
cxplain Ihc circumstances which have prevented final cla.wilimtion OF 
such nniounts to prescribcd primary xcoimts for plant in savicc 
Tlic informtion specified by this schedule Tor Account 106, 

furnished even though this account is included in the 
schedule, Elecuic Plant in Service, pages 401-403. according 
to a tentative classification byprimaryaccounts 
Show items relating to ”research and development” projects 
last under a caption Research and Development: (Scc account 
107, IJnifom System ofAccounts). 

3. 

4. Minor projects maybe grouped. 

Description of Project 

NEW BIJSINESS R E S I D E N W  - O/H - NORTON 
LONDON FAWN VALLEY ESTATES SUBDIVISION U/G SYSTEM 
ADD REGULATORS AT ANDOVER 
PURCHASE TRANSFORMERS 
NEW BUSINESS INDUSTRIAL 

KU GENERAL REL.!ABII.lTY 
NEW DOUBLE CIRCUITTO CITATION BLVD. 
KU SUBS REMOTE TERMINAL UNIT INSTAUS FOR EKPC METERFIG 
TROUBLE ORDERS 

BRYANT ROAD #3 EXIT CIRCUIT 
FOURMILE RECONDUCTOR ELECTRIC 

DISTRIBUTION RELIABILITY 

KY 519 HIGHWAY RELOCATION 

KU STORM WORK 
SCM CENTRAL SPARTA UPGRADE 

LEXINGTON AREA IMPROVEMENTS 

RELOCATIONS CIJSTOMER REQUEST 

WlSE CIkCUlT 
SYSTEM ENHANCEMENT - EXISTING CUSTOMERS EARLINGTON 
PURCHASE TRANSFORMER 

SYSTEM ENHANCEMENTS - NEW CUSTOMERS ~ RICHMOND 

NEW BUSINESS COMMERCIAL -ON - LEXINGTON 

PUBLIC WORKS RELOCATION I_ OM -RICHMOND 

P\JBI,IC WORKS RELOCATION - O/H -NORTON 

PUBLIC WORKS RELOCATION - OM - SHELBYVILLE 

NEW BUSINESS SUBDIVISION ~ U/G - PLNEVILLE 

NEW BUSINESS SERVICE - U/G - LEXINGTON 

NEW BUSINESS RESIDENTW. - O/H - EARLINGTON 

NEW BUSINESS RESIDENTIAL - O/H - PINEVILLE 
DISTRJBUTION - MINOR PROJECTS 

GENERAL PLANT 
SAP FOR CUSTOMER CARE SYSTEM - KU 
CUSTOMER CAm SYSTEM -TECHNOLOGY KU 
CUSTOMER CARE SYSTEM - CUSTOMER SERVICE KU 
LAND MOBILE RAJXO SYSTEM BUILDOUT 
ClJSTOMER CARE SYSTEM - DEVELOPMENT KU 
CUSTOMER CARE SYSTEM - KU BUSINESS INTELLIGENCE 
EVA REPLACEMENT PROJECT 
TIER C REPLACEMENT KU 
EXTEND FIBER TO GREEN RIVER 
TOTAL 

VASCC 0 - 5  

Construction Work 
in Progress-Electric 

(Account 107) 
(b) 

5; 
s 
s 
s 
s 
s 
5 
5 
s 
s 
s 
s 
s 
s 
$ 

s 
s 
s 
s 
S 
5 
s 
s 
s 
5 
5 
s 
S 
s 
s 

$ 
s 
s 
S 
S 
s 
s 
5 
s 

152,126 
152,049 
148,703 

144,749 
140,938 
138,942 
135,394 
134.851 
134,605 
134,295 
133,402 
13 1,587 
128,010 
124,344 
I 19,676 
117,757 
1 16,073 
1 14,997 
114,592 
1 13,275 
108,407 

104,197 
102,022 
101,773 
100,763 
1oo,G41 
100.634 

4,018,932 

148,156 

106,938 

22,35G,920 
5,957,824 

3,239,664 
1,226,793 
7 I 6,21 6 
486,066 
384,335 
364,365 

4,211,193 

S 1,176,440,172 

Next Page is 0-6 

Completed Con- 
struction Not 

Classified-Electric 
(Account 106) 

(c) 
s 

s 

s 

s 
s 
s 

$ 

s 
S 

s 

1,453,929 

184,601 

581,748 

8,028.534 
207,186 

1,074,505 

498,461 

524,498 
100,858,679 

437.171.600 

Estimated 
Additional 

Cost of 
Project 
(4 

s 
S 

S 

s 

S 

s 

s 

$ 

s 

s 

5 

s 
s 

47,282 
23,297 

27,131 

4,763 

71,153 

66,709 

I 1,524 

11,217 

10,896,513 

6,613,860 

1,474,324 

22,576 
2 1,035 

s 368.133.046 



lame of Respondent 

XNTUCKY UTILITIES COMPANY 

1. 

2 

- 

.in6 
q0~ 

-. 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
I8 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
3.5 
36 
31 
38 
39 
40 
41 

- - 

This report is: 
( 1 )  2 AnOriginal 
(2) ~ A Resubmission 

(Mo, Da, Yr) 

CLASSIFIED -ELECTRIC (Accounts 107 and 106) 
Rcwn bclow ducriohons and balances at end of Year of projects in Completed construction Not Classified-Electric, shall be - . _  
pmccss of construction and completed construction no1 clwilicd Tor 
projects actually in m i c e .  For any substantial aiiioun5 or 
coniplctcd construction not clmsilicd for plant sctunlly in snvicc 
cxplnin the circunistanccs which liave prevented fino1 clmsiliodon of 
such iltnounts to prcscribrrl prinlary accoiln!~ for plant m scrvkc 
Thc infomiatinn sprcified by this schcdulc for Account 106, 

_..- 

Description of Project 

( a )  
NORTH KY BACKBONE RENOVATION 
COMPUTER TELEPHONE INTEGRATION REPLACEMENT KlJ 
CUSTOMER CARE SYSTEM -CHANGE MANAGEMENT KU 
ORACLE FINANCIAUMATERIAL APPLICATIONS 1 1.5.1 0.2 UPGRADE 
ORACLE ISUPPORT PORTAL 
MISCELLANEOUS KU BUSINESS OFFICE 
AVAYA UPGRADES REMOTE KU SYSTEMS 
DEVELOP KlJ CAMPUS NETWORK 
KU CARPET AND TLE REPLACEMENT 
ACCESS SWITCH ROTATION 
SERVER HARDWARE REFRESH 

BACKUP STRATEGY EXPANSION PROJECT 
KU INTERNAL REQUESTS 
ELIZABETHTOWN STOREROOM PAVING 
NAS NETWORK AITACHED STORAGE 
SHELBYVILLE STOREROOM PAVING 

LEXINGTON PURCHASE E-Z HAULER 

GENERAL PLANT - MINOR PROJECTS 

TOTAL 

VASCC 04 Next Page is P 

furnishcd even though this account is included in the 
schcdulc, Electric Plant in Service. pages 401-403, according 
IO a tentative classification by primary accounts. 
Show items relating to "research and development" projects 
last under a caption Research and Development: (See account 
107, Uniform System of Accounts). 
Minor projecu; may be grouped. 

3- 

4. 

Construction Work 
n Progress-Electric 

(Account 107) 
@I 

340,494 
267.260 
241.834 
204,880 
177,579 
150,395 
149,553 
148,382 
145,397 
144,707 
142,649 
132,373 
128.632 
122.366 
108,052 
103,333 
102,508 

3,496,230 

b 1,176,440,172 

Completed Con- 
struction Not 

Classified-Elec tric 
(Account 106) 
- (4 

3,727,501 

5 437,171,600 

Estimated 
Additional 

Cost of 
Project 
(4 

6 900,131 
; 38.368 

6 9,246 

E 447 
b 1,618 

> 1.933 

E 2,688,156 

; 368,133,046 



--11 

Name of Respondent 

KENTUCKY UTILITIES COMPANY 

This report is: 
(1) X An Original 
(2) - A Resubmission 

- 
Lint: 
NO. 

..- 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 - 

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

Year of Report 

December 3 1,2008 - 

--. 

Item 

(a) 
NONE 

1 

Revenue 1 Revenue 

1 

RENT FROM ELECTRIC PROPERTY AND INTERDEPARTMENTAL RENTS (Accounts 454,455) 
1. Report particulars concerning rents received included in 

Accounts 454 and 455. 
2. Minor rents may be grouped by classes. 
3. If rents are included which were arrived at under an 

arrangement for apportioning expenses of a joint facility, 
/hereby the amount included in this account represents 

profit or return on property, depreciation, and taxes, 
give particulars and the basis of apportionment of such 
charges to Account 454 or 455. 
Designate if lessee is an associated company. 
Provide a subheading and total for each account. 

4. 
5. 

- 
Lini 
No 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

- 

- - 

Name of Lessee or Depai-hnent 
-- (a) .- -- 
,ccount 454: 
Cingular 
Comcast Cable Co 
Frontier Vision Operating Partners 
Insight Communications 
Kentucky Data Link 
New Wave Communications 
Time Warner 
Minor Items (58 items less than 5% each) 

Akin Automotive Cast lnc 
Corning Inc 
Dararnic Inc 
Elf Atochem 
Pliant Corporation 
UVA W 
Minor ltems (64 items less than 5% each) 

'otal Account 454 

VASCC P 

Description of Property 
(b) 

Pole Attachments 
Pole Attachments 
Pole Attachments 
Pole Attachments 
Pole Attachments 
Pole Attachments 
Pole Attachments 
Pole Attachments 

Facility Charges 
Facility Charges 
Facility Charges 
Facility Charges 
Facility Charges 
Facility Charges 
Facility Charges 

Tmount of revenue 
for year 

(c) 

55,236 
72,654 
46,565 

103,549 
57,425 
8 1,335 
59,661 

172,302 

41,14f 
I69,OOC 
4 1,407 
42,722 
49,582 
88,89L 

1,092,15: 
-_. 

2. I73,64 I I- 
Next Page is Q (Rev. (1 2-72)) 



BLANK 



lame of Respondent 

LENTUCKY UTILITIES COMPANY 

during the year from sales to others of water or waler power. respondent supplying the water or water power sold. 
3- Designate associated companies. 

This report is: Date of Report Year of Report 
(1) X An Original 
(2) - AResubmission 

(Mo, Da, Yr) 

- 
.in€ 
q0. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 - 

Name of purchaser 

(4 

Purpose for which water was used 

(b) 

I TOTAL 

Power plant development 
supplying water or water 

power 
(c) 

Amount of revenue 
for year 

-- 
1. Report particulars concerning miscellaneous service revenues 

MISCELLANEOUS SERVICE REVENUES AND ~ OTHER ELECTRIC REVENUES (Accounts 451,456) 
Provide a subheading and total for each account. For account 456, 

and other electric revenues derived from elechic utility 
operations during year. Report separately in this schedule the 
total revenues from operation of fish and wildlife and 
recreation facilities, regardless of whether such facilities are 

list first revenues realized through Rescarch and Development 
ventures, see account 4 5 6  

2. Designatc associated companies. 
3. Minor items may be grouped by classcs. 

- 

- 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
27 
28 
29 
30 
31 
32 
33 
34 
3s 
36 

- - 

. .  

iperated by company or by contract concessionaires. 
Name of company and description of service 

iccount 451 
Miscellaneous Service Revenues 

Fees for Changing, Connecting, and Disconnecting 
Services 

rOTAL 

iccount 456 
Other Electric Revenues 

Power Transmission Charges 
Revenue Sufficiency Guarantee Make Whole Payment (MISO) 
MISO Schedule I O  Offset 
Forfeiture of Refundable Cash Advance for Construction 
Sales Tax Collection Fee 
Sales of Material and Supplies 

WTAL 

S \VA Form lUOO8\ 
2008 VMCCQ xis VASCC Q Next Page is VASCC 204 

Amount of revenue for year 

1,358,829 
1,358,829 

8,888,020 
0 

(3,931,171: 
237,463 

18,193 
- 543,214 

5,755,719 

7,114,548 

(Rev( 12-72)) 



(1) X An Original (Mo, Da, Yr) 
ame of Respondent This report is: 

In addition to the Account 101, Electric Plant in Service (Classified), this page and the next include Account 102, Elechic Plant 
urchased or Sold; Account 103, Experimental Electric Plant Ilnclassified; and Account 106, Completed Construction Not Classified - 
lectric. 3. Include in column ( c) or (d), as appropriate, corrections of additions and retirements for the current or proceeding year. 

Enclose in parentheses credit adjustments or plant accounts to indicate the negative effect of such accounts. 5. Classify Account 106 
:cording to prescribed accounts, on an estimated basis if necessary, and include the entries in column ( c). Also to be included in column 
c) are entries for reversals of tentative distributions of prior year reported in column (b). Likewise, if the respondent has a significant 
nount of plant retirements which have not been classified to primary accounts at the end of the year, include in column (d) a tentative 
istribution of such retirements, on an estimated basis, with appropriate contra entries to the account for accumulated depreciation provision. 
dude also in column (d) reversals of tentative distribution of prior year classified retirements. Attach supplemental statements showing the 

Date of Report T e a r  of Report 

:count 
ine 
VO . 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
4 1 
42 
43 

* AMOUNTS ARE VIRGINIA ONLY 

distributions of these tentative classifications in columns ( c) and (d), including the reversal 
Account 

I- 

(4 
- 1. INTANGIBLE PLANT 

(301) Organization 
(302) Franchises and Consents 
(303) Miscellaneous Intangible Plant 

TOTAL Intangible Plant (Enter total 
of lines 2, 3, and 4) 

2. PRODUCTION PLANT 
A. Steam Production Plant 

(310) Land and Land Rights 
(31 1) Stmctures and Improvements 
(3 12) Boiler Plant Equipment 
(3 13) Engines and Engine-Driven Generators 
(314) Turbogenerator Units 
(3 15) Accessory Electric Equipment 
(3 16) Misc. Power Plant Equipment 

TOTAL Steam Production Plant (Enter 
Total of lines 9 thru 16) 

(320) Land and Land Rights 
(321) Structures and Improvements 
(322) Reactor Plant Equipment 
(323) Turbogenerator Units 
(324) Accessory Electric Equipment 
(325) Misc. Power Plant Equipment 

B. Nuclear Production Plant 

TOTAL Nuclear Production Plant (Enter 
Total of lines 19 thru 24) 

(330) Land and Land Rights 
(33 1) Shuctures and Improvements 
(332) Reservoirs, Dams, and Waterways 
(333) Water Wheels, Turbines, & Generators 
(334) Accessory Electric Equipment 
(335) Misc. Power Plant Equipment 
(336) Roads, Railroads, and Bridges 

=draulic Production Plant 

TOTAL Hydraulic Production Plant (Enter 
Total of lines 28 and 34) 

(340) Land and Land Rights 
(341) Structures and Improvements 
(342) Fuel Holders, Products and Accessories 
(343) Prime Movers 
(344) Generators 
(345) Accessory Electric Equipment 

D. Other Production Plant 

f the prior year's 
Balance at 

Beginning of Year 
(b) 

5,339 

5,339 

Additions 
(c) 

FERC FORM NO.] (ED. 12-91) VASCC 204 Next Page is VASCC 205 



Name of Respondent This report is: 
(1) An Original 

KENTUCKY UTILITIES COMPANY" l(2) - AResubmission I IDecernber 3 1,2008 
ELETRlC PLANT IN SERVICE (ACCOUNTS 101.102. 103, AND 106) 

Date o f  Repoxt 
(Mo, Da, Yr) 

]=count distributions of these amounts Careful observance of the aboveinstructions and the texts of Accounts I O 1  and IO6 will 

Year of Report 

avoid serious omissions of the reported amount of respondent's plant actually in service at end of year. 6 Show in column (0 
reclassifications or transfers within utility plant accounts. Include also in column (0 the additions or reductions of primary account 
classifications arising from distribution of amounts intially recorded in Account 102. In showing the clearance of Account 102, include in 
column (e) the amounts wilh respect to accumulated provision for depreciation, acquisition adjustments, etc.. and show in column ( f )  only 
the offset to the debits or credits distributed in column (0 to primary account classifications. 7. For Account 399, state the nature and use 
of plant included in this account and, if s u h n t i a l  in amount, submit a supplementary statement showing subaccount classification of such 
plant conforming lo the requirements of these pages. 8. For each amount comprising the reported balance and changes in Account 102, 
state journal entries have been filed with the Commission as required by the Uniform System of Accounts. Give also date ofsuch filing. 

Adjustments 
(e) 

Transfers 
(f) 

* AMOUNTS ARE VIRGINIA ONLY 
FERC FORM NO.l (ED. 12-88) VASCC 205 

Balance at 
End of Year 

(8) 

5,339 

5,339 

1 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

(345)l 43 

Next Page is VASCC 206 



-_- 
Jame of Respondent 

XNTUCKY UTILITIES COMPANY* 

This report is: 
(1) X An Original 
(2) ___ AResubmission 

PLA 

5 1 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 

(352) Structures and Imirovements 
(353) Station Equipment 
(354) Towers and Fixtures 
(355) Poles and Fixtures 
(356) Overhead Conductors and Devices 
(357) Underground Conduit 
(358) IJnderground Conductors and Devices 
(359) Roads and Trails 

TOTAL Transmission Plant (Enter Total 
of lines 50 thru 58) 

(360) Land and Land Rights 
(361) Structures and Improvements 
(362) Station Equipment 
(363) Storage Battery Equipment 
(364) Poles, Towers, and Fixtures 
(365) Overhead Conductors and Devices 
(366) Underground Conductors and Devices 
(367) Underground Conductors and Devices 
(368) Line Transformers 
(369) Services 
(370) Meters 
(371) Installations on Customer Piemises 
(372) Leased Property on Customer Premises 
(373) Street Lighting and Signal System 

TOTAL Distribution Plant (Enter Total 

4. DISTRIBUTIOT 

of lines 62 thru 75) 

.-I-- 
)ate of R.eport 
Llo, Da, Yr) 

78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 

IDecember 3 1,2008 
1 106) (Continued) 

Balance at 

5. GENERAL PLANT 
(389) Land and Land Rights 
(390) Structures and Improvements 
(391) Office Furniture and Equipment 
(392) Transportation Equipment 
(393) Stores Equipment 
(394) Tools, Shop and Garage Equipment 
(395) Laboratory Equipment 
(396) Power Operated Equipment 
(397) Communication Equipment 
(398) Miscellaneous Equipment 

SUBTOTAL (Enter Total of lines 
79 thru88) 

(399) Other Tangible Property 
TOTAL General Plant (Enter Total 

of lines 90 and 91) 
TOTAL (Accaunts 101 and 106) 

(102) Elec Plant Purchased (See Instr. 8) 
(Less) (102) Elec Plant Sold (See Instr. 8) 
(103) Experimental Plant IJnclassified 

TOTAL Electric Plant in Service 

Beginning of Year 

1,850,199 
1,050,163 

14,450,889 
6,714,334 
6,765,552 

12,942,897 

43,774,034 

162,404 
379,828 

6,3 15,253 

14,555,512 
13,663,125 

669,002 
12,522,63 1 
5,09 1,007 
341 6,9 19 

868,638 

1,315,608 

59,159,927 

80,602 
596,264 

7,397 
984,507 

8,103 
282,593 

34,640 

550,541 
9, I28 

2,553,775 

2,553,775 
105,493,075 

105,493,075 

Additions 

2,383,549 

68,579 
4,86 1 

2,456,989 

80,606 

5,056,73 1 
- 

5,396,49 1 
- 

1,036,902 

894,795 

- 
734,135 

13,199,660 

15,656,649 

15,656,649 

TERC FORM NO.l (ED. 12-88) VASCC 206 Next Page is VASCC 207 



___- 
Jame of Respondent This report is: Date of Report Year of Report 

(1) X An OriRinal (Ma, Da, Yr) 

Retirements 
(4 

170 

13,200 

13,370 

13,370 

13,370 

Adjustments 
(e) 

Transfers 

(30,847: 

(933,604: 
(990,118: 

(1,954,569: 

30,847 

(22,911: 

769,581 
990,822 

- 

- 
- 

1,768,339 

( 186,230) 

(1 86,230) 

AMOUNTS ARE VIRGINIA ONLY 
'ERC FORM N0.1 (ED. 12-88) VASCC 207 

Balance at 
End ofYear 

1,819,352 
1,050,163 

16,834,438 
6,714,334 
5,900,527 

11,957,640 

- 

44,276,454 

193,25 1 
379,828 

6,372,778 

20,3 8 1,824 
20,050,438 

1,705,904 
12,509,43 1 
5,985,802 
3,616,9 19 

868,638 

2,049,743 

74,114,556 

80,602 
596,264 

7,397 
984,507 

8,103 
282,593 
34,640 

550,541 
9,128 

2,553,775 

2,553,775 
120,950,124 

120,950,124 

45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 

I 98 

Next Page is VASCC 300 



..I. 

Name of Respondent 

KENTUCKY UTILITIES COMPANY" 

Line 
No. 

I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

- 

Date of Report This report is: 
(1) An Original (Mo, Da, Yr) 
(2) __ AResubmission 

Year of Report 

.- 

-- 

Title of Account 

I- (a) .- 
Sales of Electricity 

140) Residential Sales 
142) Commercial and Industrial Sales 
mall (or ~omm.)  (See Instr. 4)'N 
arge (or Ind.) (See Instr. 4) w 
144) Public Street and Highway Lighting 
145) Other Sales to Public Authorities 
146) Sales to Railroads and Railways 
148) Interdepartmental Sales 

147) Sales for Resale 

ASS) (449.1) Provision for Rate Refunds 

Wher Operating Revenues 
t50) Forfeited Discounts 
15 1) Miscellaneous Service Revenues 
153) Sales of Water and Water Power 
154) Rent from Electric Property 
155) interdepartmental Rents 
156) Other Electric Revenues 

TOTAL Sales to Ultimate Consumers 

TOTAL Sales of Electricity 

TOTAL Revenues Net of Prov. For Refunds 

VIRGINIA- 
OPERATING REVENUES 

Amount for 

26,739,734 

12,807,985 
11,971,638 

276,493 
5,060,646 

56,856,496 

Ci: 
56,856,496 

- 
38,531 

151,783 

'OTAL Other Operating R.evenues 190,314 

Small Category includes Commercial Lighting and Power Accounts. Large category includes Industrial Lighting 
and Power and Mine Power Accounts. This is the same basis used for the previous year FERC Form No. 1. 

00) Includes $594,509 unbilled revenues. 

Amount for 
Previous Year 

-. (c) 

25,973,321 

12,565,714 
11,858,956 

250,996 
4,729,3 14 

55,378,301 

55,378,301 

55,378,301 

33,625 

169,408 

78 1 

703.8 14 
55,532.1 15 

AMOUNTS ARE VIRGINIA ONLY 
FERC FORM NO.l (ED. 12-90) VASCC 300 Next Page is VASCC 301 



This report is: Date of R.epoiZ 
(1) An Original (Mo, Da, Yr) 

IDecember 31,2008 
ontiiii- - 

KENTUCKY UTILITIES COMPANY* 

4. Commercial and Industrial Sales, Account 442, may be classified according to the basis of classification (Small or Commercial, and 

Year of Report 

Large or Industrial) regularly used by the respondent if such basis of classification is not generally greater than IO00 Kw of demand. (See 
Account 442 of the Uniform System of Accounts. Explain basis o f  classification in a footnote.) 5. See page 108, Important Changes 
During Year, for important new territory added and important rate increases or decreases. 6. For lines 2,4,5, and 6 ,  see page 304 for 
amounts relating to unbilled revenue by accounts. 7. Include unmetered sales. Provide details of such sales in a footnote. 

VIRGINIA 
MEGAWATT HOURS SOLD Year Amount for 

193,735 
217,717 

1,718 
84,393 

9 16,308 

916,20; 

9 16,208 

Amount for 
Previous Year 

414,75 I 

197,085 
223,658 

1,703 
82,260 

919,457 

919,457 

9 19,457 

Includes (1,9 16) MWEI relating to unbilled revenues. 

VIRGMIA 
AVG. NO. CUSTOMERS PER MONTH 

Number for 
Year 

(*I -- 
25,342 

3,720 
84 
43 

828 

30,O 17 

30,017 

30,017 

Number for 
Previous Year 

0 
25,321 

3,688 
91 
43 

813 
- 
- 

29,956 

29,956 

29,956 

- 
Line 
No. 

- 

I 

I 

11 
1 
1: 
1: 
14 

- 

* AMOUNTS ARE VlRGlNIA ONLY 
FERC FORM NO.1 (ED. 12-89) VASCC 30 I Next Page is VAJUR 300 



Name of Respondent 

27 I TOTAL Electric Operating Revenues 

This report is: 
(1) An Original 

100,329 
I 755,506,793 

Date of Report Year of Report 
(Mo, Da, Yr) I 

3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

1. 
2. 

Report below operating revenues for each prescribed account, and manufncturedgas revenues in total. 
Repart number of customers, columns (4 and (g), on the basis of meters, in addition to the number of flat rate accounts; except that 

where separate meter readings are added for billing purposes, one customer should be counted for each group of meters added. The average 
number of customers means the average of twelve figures at the close of each month 3. If increases or decreases From previous year 
(columns (c), (e), and (g)), are not derived from previously reported figures, explain any inconsistencies in a footnote. 

Title of Account 

VIRGINIA JURISDICTIONAL 
OPERATING REVENUES 

(440) Residential Sales 
(442) Commercial and Industrial Sales 
Small (or c o r n . )  (See Instr. 4)m) 
Large (or Ind.) (See Insh. 4) (N 
(444) Public Street and Highway Lighting 
(445) Other Sales to Public Authorities 
(446) Sales to Railroads and Railways 
(448) linterdepartmental Sales 

TOTAL Sales to Ultimate Consumers 
(447) Sales for Resale 

TOTAL Sales of Electricity - 
(Less) (449.1) Provision for Rate Refunds 

TOTAL Revenues Net of Prov. For Refunds 
Other Operating Revenues 
(450) Forfeited Discounts 
(451) Miscellaneous Service Revenues 
(453) Sales of Water and Water Power 
(454) Rent from Electric Property 
(455) Interdepartmental Rents 
(456) Other Electric Revenues 

I TOTAL Other Operating Revenues 

Amount for 
year 
(b) 

26,739,734 

12,807,985 
11,971,638 

5,030 
3,882,077 

55,406,464 

55,406,464 

55,406,464 

35,199 

62,130 

-. 
Amount for 

Previous Year 
(c) 

25,973,321 

12,565,714 
11,858,956 

5,085 
3,604,259 

54,007,335 

54,007,335 

54,007,335 

33,339 

91,492 

752 
- 

125,583 
54,132,918 

Small Category includes Commercial Lighting and Power Accounts. Large category includes Industrial Lighting and Power 
and Mine Power Accounts. This is the same basis used for the previous year FERC Form No. 1. 

8) Includes $ (2,577,151) unbilled revenues. 

AMOIJNTS ARE VIRGINIA JURISDICTION ONLY 
?ERC FORM N0.1 (ED. 12-90) VAJUR 300 

S:\VA Form 1\2008\VAJUR 300.~1~ 
Next Page is VAJUR 301 



- 
(1) An Original 

tame of Respondent 
- 

ZNTUCKY UTILITIES COMPANY* A Resubmission I ]December 31,2008 
ELECTRIC OP G REVENUES (A ccount 400) (C :on tinued 

Date of Report 
(Mo, Da, Yr) 

Year of Report 

I-- 
,. -.-...__._ 

4. Commercial and Industrial Sales, Account 442, may be classified accorzg  to the basis of classification (Small or Commercial, and 
.arge or Industrial) regularly used by the respondent if such basis of classification is not generally greater than 1000 Kw of demand. (See 
kccount 442 of the Uniform System of Accounts. Explain basis of classification in a footnote.) 5. See page 108, Important Changes 
bring Year, for important new territory added and important rate increases o f  decreases. 6. For lines 2,4,5,  and 6, see page 304 for 
mounts relating to unbilled revenue by accounts. 7. Include unmetered sales. Provide details of such sales in a footnote. 

VIRGINIA JURISDICTIONAL 
MEGAWATT HOURS SOLD 

Amount fox 
Year 

418,644 

193,735 
21 7,7 17 

58 
60,404 

890,555 

890,5!# 

890,558 

Amount for 
Previous Year 

197,085 
223,658 

57 
57,777 

893,325 

893,328 

593,328 

-- 
;ZI Includes 2,329 MWH relating to unbilied revenues. 

VIRGINIA JURISDICTIONAL 
AVG. NO. CUSTOMERS PER MONTH 

Number for 
Year 

25,342 

3,720 
84 
7 

665 

- 
29,8 18 

29,813 

29,818 

Number for 
Previous Year 

25,321 

3,688 
91 

8 
654 

29,762 

29,762 

29,762 

- 
Line 
No. 

- 
1 
2 

4 

t 
5 
E 
s 

IC 
I 1  
12 
13 
14 

1 

4 

* AMOUNTS ARE VIRGINIA JURISDICTION ONLY 
FERC FORM NO.1 (ED. 12-89) VAJUR 301 Next Page is Blank 
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THIS FILING IS 1 
Item 1: An Initial (Original) OR a Resubmission No. ___ 

Submission 

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

Major Electric Utilities, Licensees 
and Others and Supplemental 

3- er cia 

These reports are mandatory under the Federal Power Act, Sections 3,4(a), 304 and 309, and 
18 CFR 141 . I  and 141.400 Failure to report may result in criminal fines, civil penalties and 
other sanctions as provided by law. The Federal Energy Regulatory Commission does not 
consider these reports to be of confidential nature E- -.__ 

Form l Approved 

(Expires 2/29/2009) 
Form 1 -F Approved 

(Expires 2/28/2009) 
Form 3-Q Approved 

(Expires 2/28/2009) 

OMB NO. 1902-0021 

OMB NO. 1902-0029 

OMB NO. 1902-0205 

- 
/ct Legal Name ;f Respondent (Company) '----TYear/Period of Report 1 

I I Kentucky Utilities Cc npany I Endof  2008/Q4 

FERC FORM NO.I/~-Q (REV. a2-a4) 



PricewaterhouseCoopers LLP 
500 West Main Street 
Suite 1800 
Louisville KY 40202-4264 
Telephone (502) 589 6100 
Facsimile (502) 585 7875 

Report of Independent Auditors 

To the Board of Directors and Management of Kentucky Utilities Company: 

We have audited the accompanying balance sheets of Kentucky Utilities Company (the "Company") as of 
December 31,2008 and 2007 and the related statements of income, retained earnings and cash flows for 
the years then ended, included on pages 11 0 through 123.44 of the accompanying Federal Energy 
Regulatory Commission Form 1. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements based on our 
audits. 

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Kentucky Utilities Company as of December 31, 2008 and 2007, and the results of its 
operations and its cash flows for the years then ended in accordance with the accounting requirements of 
the Federal Energy Regulatory Cornmission as set forth in its applicable Uniform System of Accounts and 
published accounting releases. 

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

March 24,2009 





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

GENERAL INFORMATION 

1. Purpose 

FERC Form No. 1 (FERC Form 1) is an annual regulatory requirement for Major electric utilities, licensees and others 
(18 C.F.R. $ 141 .I). FERC Form No. 3-Q ( FERC Form 3-Q)is a quarterly regulatory requirement which supplements the 
annual financial reporting requirement (18 C.F.R. § 141.400). These reports are designed to collect financial and 
operational information from electric utilities, licensees and others subject to the jurisdiction of the Federal Energy 
Regulatory Commission. These reports are also considered to be non-confidential public use forms. 

II. Who Must Submit 

Each Major electric utility, licensee, or other, as classified in the Commission's Uniform System of Accounts 
Prescribed for Public, Utilities and Licensees Subject To the Provisions of The Federal Power Act (18 C.F.R. Part IOI), 
must submit FERC Form 1 (18 C.F.R. $ 141.1), and FERC Form 3-Q (18 C.F.R. 9 141.400). 

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

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

111. What and Where to Submit 

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

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

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

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

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

For the CPA Certification Statement, submit within 30 days after filing the FERC Form 1, a letter or report (not 

FERC FORM 1 & 3-Q (ED. 03-07) i 
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The CPA Certification Statement should: 

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

b) Be signed by independent certified public accountants or an independent licensed public accountant 
certified or licensed by a regulatory authority of a State or other political subdivision of the U. S. (See 18 
C.F.R. §§ 41 .IO-41 .I2 for specific qualifications.) 

Reference Schedules Paqes 

Comparative Balance Sheet 110-113 
Statement of Income 114-1 17 
Statement of Retained Earnings 118-119 
Statement of Cash Flows 120-1 21 
Notes to Financial Statements 122-1 23 

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

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

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

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

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

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

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

(9) 
FERC Form 1 and 3-Q free of charge from http://www.ferc.gov/docs-filina/eforms/form-1 /form-1 .pdf and 
htt p://www .f erc. g ov/docs.-f ilin qlefo rms . asptf3Q-qas . 

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

IV. When to Submit: 

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

FERC FORM 1 & 3-Q (ED. 03-07) i i  
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a) FERC Form I for each year ending December 31 must be filed by April ISth of the following year (18 CFR $j 141.1), and 

6 )  FERC Form 3-Q for each calendar quarter must be filed within 60 days after the reporting quarter (18 C.F.R. 3 
141.400). 

V. Where to Send Comments on Public Reporting Burden. 

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

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

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

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

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

Ill 
word "None" where it truly and completely states the fact. 

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

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

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

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

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

VI I 
the reason for the resubmission in a footnote to the data field. 

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

VIII. 
except as specifically authorized. 

Do not make references to reports of previous periodslyears or to other reports in lieu of required entries, 

IX * 
upon those shown by the report of the previous periodlyear, or an appropriate explanation given as to why the different 
figures were used. 

Wherever (schedule) pages refer to figures from a previous period/year, the figures reported must be based 

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

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

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

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

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



termination date of the contract defined as the earliest date either buyer or seller can unilaterally cancel the cantract. 

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

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

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

OS - Other Transmission Service. Use this classification only for those services which can not be placed in the ’ 

above-mentioned classifications, such as all other service regardless of the length of the contract and service FERC Form. 
Describe the type of service in a footnote for each entry. 

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

Commission Aiithorization (Comm. Auth.) -- The authorization of the Federal Energy Regulatory Commission, or any 
Name the commission whose authorization was obtained and give date of the authorization. 

The person, corporation, licensee, agency, authority, or other Legal entity or instrumentality in whose 

I_--- -- -- -.__I- .--__..- 
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EXCERPTS FROM THE LAW 

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

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

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

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

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

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

and any assignee or successor in interest thereof; 

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

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

"Sec. 4. The Commission is hereby authorized and empowered 

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

"Sec. 304. (a) Every Licensee and every public utility shall file with the Commission such annual and other periodic or 
special* reports as the Commission may be rules and regulations or other prescribe as necessary or appropriate to assist 
the Commission in the -proper administration of this Act. The Commission may prescribe the manner and FERC Form in 
which such reports salt be made, and require from such persons specific answers to all questions upon which the 
Commission may need information. The Commission may require that such reports shall include, among other things, full 
information as to assets and Liabilities, capitalization, net investment, and reduction thereof, gross receipts, interest due 
and paid, depreciation, and other reserves, cost of project and other facilities, cost of maintenance and operation of the 
project and other facilities, cost of renewals and replacement of the project works and other facilities, depreciation, 
generation, transmission, distribution, delivery, use, and sale of electric energy. The Commission may require any such 
person to make adequate provision for currently determining such costs and other facts. Such reports shall be made under 
oath unless the Commission otherwise specifies*.lO 
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"Sec. 309. The Commission shall have power to perform any and all acts, and to prescribe, issue, make, and rescind such 
orders, rules and regulations as it may find necessary or appropriate to carry out the provisions of this Act. Among other 
things, such rules and regulations may define accounting, technical, and trade terms used in this Act; and may prescribe 
the FERC Form or FERC Forms of all statements, declarations, applications, and reports to be filed with the Commission, 
the information which they shall contain, and the time within which they shall be field ..." 

General Penalties 

The Commission may assess up to $1 million per day per violation o f  its rules and regulations. See 
FPA 8 316(a) (2005), 16 U.S.C. 0 825o(a). 

FERC FORM 1 & 3-Q {ED. 03-07) vii 



LANK 



FERC FORM NO. 113-Q: 
”_._ REPORT OF MAJOR ELECTRIC UTILITIES, LICENSEES AND OTHER 

IDENTIFICATION I 

FERC FORM No.113-Q (REV. 02-04) Page I 

D I  Exact Legal Name of Respondent 

D1 Name 

32 TiUe 
S. Bradford Rives - -- 

I 02 YearlPeriod of Report 

(Mo, Da, Yr) 

- .- 
03 Signature 

I Endof 2008lQ4 - Kentucky Utilities Company 

03 Previous Name and Date of Change (if name changed during year) 
I i  

~~__.-____ - 

34 Address of Principal Office at End of Period (Sfreet, City, State. Zip Code) 
220 West Main Street, P.O. Box 32010, Louisville, KY 40232 

35 Name of Contact Person I06 Title of Contact Person 
Mimi Kelly 

P.O. Box 32010, Louisville, KY 40232 

I Mgr - Regulatory Acct & Reprt .- 
57 Address of Contact Person (Street, City, State, Zip Code) 

(1) @J An Original (2) a A Resubmission (Mo, Da, Yr) 
08 Telephone of 09 This Report Is 

-- 

Area Code 
(502) 627-2482 

ANNUAL CORPORATE OFFICER CERTIFICATION 
The undersigned officer certifies that 

have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in this report are correct statements 
)f the business affairs of the respondent and the financial statements, and other financial information contained in this report, conform in all material 
espects to the llnifotm System of Accounts. 

1 03/24/2009 Chief Financial Officer 1 , S. Bradford Rives 

Title 18,lJ.S.C. 1001 makes it a crime for anyperson lo knowingly and willingly to make to any Agencyor Department of IheUnited States any 
klse. fictitious or fraudulent Statements as to any matter within its jurisdiction. 



This Re ort Is: Date of Report Year/Period of Report 
(I) Original - ~ ~ d  (Mo, Da, Yr) of 2 o o B w 4  
(2) A Resubmission 

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

Name of Respondent 
Kentucky Utilities Company 

_--- 
L I S T  OF SCHEDULES (Electric Utility) - 

~ - " - -  _-pppp- 

Line Title of Schedule 

(a) 

Reference 
Page No. 

(b) 

Statement of Cash Flows 

Notes to Financial Statements 

statement of Accum Comp Income, Comp Income, and Hedging Activities 

-. __ 
-..- 

Summary of Utility Plant & Accumulated Provisions for Dep, Amort & Dep 

120-121 

122-1 23 

200-201 

17 - 
18 - 
19 

20 
~ 

Electric Plant Held for Future Use 

Construction Work in Progress-Eleckic 

Accumulated Provision for Depreciation of Electric Utility Plant 

Investment of Subsidiary Companies 

_. - 
- --- 

214 

216 

21 9 

224-225 

I_. 

Unrecovered Plant and Regulatory Study Costs 

Transmission Service and Generation Interconnection Study Costs 

Other Regulatory Assets 

Miscellaneous Deferred Debits 

-..- -- -..-.. 

--- 

230 

23 I 

232 

233 

Remarks 

(4 
I 1 I General Information I 101 I 

105 

108-1 09 

1 7  I Comparative Balance Sheet I 110-113 I 
I 8 I Statement of Income for the Year I 114-117 I 

I 118-119 1 9 1 Statement of Retained Earnings for the Year I 
10 

11 

12 

13 

.-- 

~ 

1 4  I Nuclear Fuel Materials I 202,.203 I None 

I 5  I Electric Plant in Service I 204-207 1 
I 16 I Electric Plant Leased to Others I 213 I None 

- 
None 

________ 
1211 Materials and Supplies 227 I 
1- 22 I Allowances 1 228-229 I 
I 23 I Extraordinarv ProDerty Losses I 230 I None 

None 

None 
--.-- 

~ _ _ _  
1 8  I Accumulated Deferred Income Taxes 234 

I 29 I CaDital Stock I 250-251 I 
1 30 I Other Paid-in CaDital I 253 I 

~ 34 

35 

-I -_-.. 

262-263 - 

Capital Stock Expense 

Long-Term Debt 

Reconciliation of Reported Net Income with Taxable Inc for Fed Inc Tax 

Taxes A w e d ,  Prepaid and Charged During the Year 

Accumulated Deferred Investment Tax Credits 

1 1  Other Deferred Credits 269 

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



Name of Respondent This Re ort Is: Date of Report 
Kentucky Utilities Company (I) $An Original (Mo, Da. Yr) 

(2) n A  Resubmission I I  
--_r__-l__l-P ~~ 

YearlPeriod of Report 
End of 2008/Q4 

Remarks Line Title of Schedule 
No. 

._I___~---  

(a) , .- 
37 

38 

Accumulated Deferred Income Taxes-Accelerated Amortlzatlon Property 

Accumulated Deferred Income Taxes-Other Property 
___ 

39 Accumulated Deferred Income Taxes-Other 

( 4  
None 

.- 
Reference 
Page No. 

(b) 
272-273 

274-275 

276-277 

40 

41 

I 42 1 Sales of Electricity by Rate Schedules 1 304 1 

I .- - 
Other Regulatory Liabilities 270 

Electric Operating Revenues 300-301 

I 43 I Sales for Resale I 310-311 I 
44 

45 

46 

47 

Electric Operation and Maintenance Expenses 320-323 

Purchased Power 326-327 
_._ .- 

Transmission of Electricity for Others 

Transmission of Electricity by ISQRTOs 331 None 

325330 

-~ 1 47ransrnission of Electricity by Others 

51 

52 

53 

54 
55 

I 

Regulatory Commission Expenses 350-351 

Research, Development and Demonstration Activities 352-353 

Distribution of Salaries and Wages 354-355 

Common Utility Plant and Expenses 356 

Amounts included in ISORTO Settlement Statements 397 

- -- 
- -- 

332 

65 Transmission Line Statistics Pages - 
Transmission Llnes Added During the Year 

-I- 

I 49 I Miscellaneous General Expenses-Electric I 335 I 

422-423 

424425 - 

"- - 

I 50 I Depreciation and Amortization of Electric Plant I 336-337 I 

- 
None 

I 56 I Purchase and Sale of Ancillary Services I 398 I 
1 57 I Monthly Transmission System Peak Load I 400 I 
I 58 1 Monthly ISOlRTO Transmission System Peak Load I 400a 1 None 

401 

401 

402-403 

~- 

I 62 I Hydroelectric Generating Plant Statistics I 406-407 I 
1 63 I Pumped Storage Generating Plant Statistics I 408-409 I None 

1 None 410-411 I 64 I Generating Plant Statistics Pages I 
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- 
Kentucky Ulilities Company 

- 
.ine 
No. 

67 

68 

- 
- 
- 

- 

2008lQ4 End of - (1) d A n  Original (Mo. Da, Yr) 
(2) DA Resubmission I 1  

- 
Title of Schedute 

la\ 

Substations 

=cotnote Data -.--..... 
Stockholders' Reports".Check appropriate box: 

Four copies will be submitted 

No annual report to stockholders is prepared 

Reference 
Page No. 

(b) 
426-427 

450 
.~ 

Remarks 

(C) 

FERG FORM NO. I (ED. 12-96) Page 4 



1 Name of Respondent 1 This Report Is: 1 dR;yrt 1 Year/Period 2o08,Q4 of Reporl 
Kentucky Utilities Company (I) @ An Original 

(2) A Resubmission Endof ___-I 

-___._ -- 
GENERAL INFORMATION 

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

S .  Bradford Rives, Chief Financial Officer 
220 West Main Street 
Loui,sville, KY 40202 

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

Kentucky August 17,  1912 
Virginia December 1, 1 9 9 1  

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of 
receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by which the receivership or 
trusteeship was created, and (d) date when possession by receiver or trustee ceased. 
Not Applicable 

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

the respondent operated. 

Respondent furnishes e lectr ic  services i n  Kentucky, Tennessee, and Virginia. 

- ~ - "  
5. Have you engaged as the principal accountant to audit your financial statements an accountant who is not 

the principal accountant for your previous year's certified financial statements? 

(I) Yes ... Enter the date when such independent accountant was initially engaged: 
(2) El No 

FERC FORM No.1 (ED. 12-87) PAGE I01 



Name of Respondent 
Kentucky Utilities Company 

This Report Is: 
(1) An Original 
(2) 0 AResubmission 

Date of Report 
(Mo, Da, Yr) 

Year/Period of Report 

/ I  End of 20081Q4 

--_ CONTROL OVER RESPONDENT 
1. If any corporation, business trust, or similar organization or a combination of such organizations jointly held 

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

-. 
FERC FORM NO. 1 (ED. 12-96) Page 102 
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Dale of Report YearlPeriod of Report 
n Original (Mo, Da, Yr) 

Kentucky Utilities Company 

3 
4 
5 
6 

-- - I I --- OFFICERS 

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

Chief Executive Officer Victor A. Staffieri - 
Executive Vice President. GenezCounsel, 

Chief Financial Officer 

I 

Corporate Secretary and Chief Compliance Officer John R. McCall 
S. Bradford Rives 

_1_ -.- _- _-_- 

Title Name of Oficer I - Sa!ary 1 
Ih\ 

26 Treasurer Daniel K. Arbough 
27 Controller Valerie L. Scott 
28 
29 

30 
31 
32 

33 I I I 

____.____. 

-- - -----..- 
-__. 

-.--X__. 

I tor Year 
[I.\ 

Chris Hermann 
I- - 7 Senior Vice President - Energy Delivery 

8 Senior Vice President - Human Resources Paula H. Pottinger 
9 Senior Vice President - Energy Services Paid W. Thompson 

esident - Information Technology 
deral Regulation and Policy 

R. W. Chip Keeling 
John P. Malloy 

17 Vice President - Communications 
18 Vice President - Energy Delivery - Retail Business 
19 Vice President and Deputy General Counsel - Legal 
20 and Environmental Affairs 

I 21 1 Vice President - External Affalrs I Georae R. Siemens I I 
m V 1 . e  President - Energy Marketing 

I 23 I Vice President Energy Delivery - Distribution I I I 

I I 

I 1 

I I I 

I+-- 1-1 
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Name of Respondent This Report is: Date of Report 
(Mo, Da, Yr) (1) X An Original 

1 .- .- 
[Schedule Page: 104 L i n w u x c  
Sala information for all officers is on file in the office of the respondent. 

Effective June 16,2008, D. Ralph Bowling was appointed Vice President - Power I_-- Production. 
&-e: 104 Line No.: 14 Column: b - J 

- (Schedule Page: 104 LinJNo.: 22 Column: b _______--- 
Effective January 31,2008, David S. Sinclair was appointed Vice President - Energy Marketing. 
fSchedule Page: 104 Line No.: 25 Column: b -------_I__-____..... 2 -- 

Effective June 16, 2008, John N. Voyles, Jr. was appointed Vice President - Transmission and Generation Services. 

Yeadperiod of Report 
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Name of Respondent 
Kentucky lltilities CAmpany 

-___.... 
This Re ort Is: Date of Report YearlPericd of Report 
(1) d A n  Original (Mo, Da, Yr) End of 2008/Q4 
(2) CJA Resubmission l I  

1. Report below the informalion called for concerning each director of the respondent who held office at any lime during !he year. Include in column (a), abbreviated 
titles of the directors who are officers of !he respondent. 
2. Designate members of Ihe ExecuGve Cammiltee by a triple aslerisk and the Chairman of the Executive Committee by a double aslerisk. 

No. (a) 

_-._-_I_- 
'Line Name (and Title) af Director Principal Business Address 

(b) _--- 
- - -- 1 

2 
3 Victor A. Staffieri. Chairman of the Board, President 
4 and Chief Executive Officer 
5 John R. McCall. EVP General Counsel, Corporate 

CURRENT BOARD OF DIRECTORS AT DECEMBER 31.2008 
_ _ _ _ I I ~ -  

220 West Main Street, Louisville, KY 40202 

220 West Main Street, Louisville, KY 40202 

..-_..-_ _- 
- 

I-18 i -----------..-- ' 

6 
7 
8 

. 9 
I O  

11 
17 

Secretary and Chief Compliance Officer 
S. Bradford Rives, Chief Financial Officer 
Chris Hermann, SVP Energy Delivery 
Paul W. Thompson, SVP Energy Services 

220 West Main Street, Lauisville, KY 40202 
220 West Main Street, Louisville, KY 40202 
220 West Main Street, Louisville, KY 40202 

- 
-.-- 

-- 

- I*- .-.- 

.--- 
I_ 

19 
20 
21 

_I 

FERC FORM NO. 1 (ED. 12-95) 
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Name of Respondent 
Kentucky Utilities Company 

This Report Is: Date of Report I Yearx r iod  of Report 
(1) An Original 
(2) fl AResubmission / I  1 End of 2008164 

- -- 1 I 

.-.._- 
3ve particulars (details) concerning the matters indicated below. Make the statements explicit and precise, and number them in 
accordance with the inquiries. Each inquiry should be answered. Enter "none," "not applicable," or "NA" where applicable. If 
nformation which answers an inquiry is given elsewhere in the report, make a reference to the schedule in which it appears. 
I. Changes in and important additions to franchise rights: Describe the actual consideration given therefore and state from whom the 
ranchise rights were acquired. If acquired without the payment of consideration, state that fact. 
?. Acquisition of ownership in other companies by reorganization, merger, or consolidation with other companies: Give names of 
:ompanies involved, particulars concerning the transactions, name of the Commission authorizing the transaction, and reference to 
>ommission authorization. 
3. Purchase or sale of an operating unit or system: Give a brief description of the property, and of the transactions relating thereto, 
;Ind reference to Commission authorization, if any was required. Give date journal entries called for by the Uniform System of Accounts 
were submitted to the Commission. 
1. Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give 
:ffective dates, lengths of terms, names of parties, rents, and other condition. State name of Commission authorizing lease and give 
.eference to such authorization. 
5. Important extension or reduction of transmission or distribution system: State territory added or relinquished and date operations 
3egan or ceased and give reference to Cornmission authorization, if any was required. State also the approximate number of 
:ustomers added or lost and approximate annual revenues of each class of service. Each natural gas company must also state major 
iew continuing sources of gas made available to it from purchases, development, purchase contract or otherwise, giving location and 
3ppraximate total gas volumes available, period of contracts, and other parties to any such arrangements, etc. 
5 .  Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including issuance of short-term 
rlebt and commercial paper having a maturity of one year or less. Give reference to FERC or State Commission authorization, as 
3ppropriate, and the amount of obligation or guarantee. 
7. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments. 
3. State the estimated annual effect and nature of any important wage scale changes during the year. 
3. State briefly the status of any materially important legal proceedings pending at the end of the year, and the results of any such 
xoceedings culminated during the year. 
10. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer, 
%rector, security holder reported on Page 106, voting trustee, associated company or known associate of any of these persons was a 
>arty or in which any such person had a material interest. 
11. (Reserved.) 
12. If the important changes during the year relating to the respondent company appearing in the annual report to stockholders are 
applicable in every respect and furnish the data required by lnstructions I to 11 above, such notes may be included on this page. 
13. Describe fully any changes in officers, directors, major security holders and voting powers of the respondent that may have 
xcurred during the reporting period. 
14. In the event that the respondent participates in a cash management prograrn(s) and its proprietary capital ratio is less than 30 
Dercent please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the 
xtent to which the respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a 
:ash management program@). Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio. 

~~ 

PAGE 108 INTENTIONALLY LEFT BLANK 
SEE PAGE 109 FOR REQUIRED INFORMATION. 
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--- 
Name of Respondent This Report is: Date of Report YearIPeriod of Report 

(1) 3 An Original (Mo, Da, Yr) 
Kentucky Utilities Company (2) __ A Resubmission I 1  20081Q4 

.--- IMPORTANT CHANGES DURING THE QUARTERNEAR (Continued) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

I O .  

11. 

12. 

13. 

14. 

None. 

None. 

None. 

None of a material nature. 

None of a material nature. 

The Company had obtained authorization from the SEC under the Public Utility Holding Company Act of 1935 
(PlJHCA 1935) SEC File No. 70-10282 for the issuance of short-term debt up to $400 million through May 31, 
2008. The Federal Power Act contained an exemption from FERC approval for securities issuances approved by 
the SEC under PUHCA 2005. In connection with the repeal of the PUHCA of 1935, the Company also received 
FERC authorization under the FPA Docket No. ES07-60-000 for up to $400 million in short-term debt through 
November 30,2009. The Company's money pool balance decreased from $1 16 million at September 30,2008 to 
$16 million at December 31, 2008. During the fourth quarter of 2008, the Company entered into a new long-term 
loan agreement with an affiliate for $75 million which matures in 2018, as authorized by the Kentucky Public 
Service Commission in its February 13,2008 Order in Case No. 2007-00548, the Commonwealth of Virginia State 
Corporation Commission in its January 16,2008 Order in Case No. PUE-2007-00118, and the Tennessee 
Regulatory Authority in its February 22,2008 Order in Case No. 08-00009. In addition, the Company issued new 
bonds totaling $78 million with a maturity date of February 1,2032 as authorized by the Kentucky Public Service 
Commission in its orders dated September 16,2008 in Case No. 2008-00309 and June 17,2008 in Case No. 
2008-00132, the Commonwealth of Virginia State Corporation Commission in its orders dated August 29, 2008 in 
Case No. P [JE-2008-00077 and June 19,2008 in Case No. PUE 2008-00034, and the Tennessee Regulatory 
Authority in its orders dated September 15,2008 in Case No. 08-00144 and July 15, 2008 in Case No. 08-00070. 
This transaction involved the refinancing of $60 million of previously issued bonds and $18 million of new funding. 

None. 

During the year, routine wage increases became effective for union employees in accordance with a collective 
bargaining agreement. Non-union employees received routine wage increases in accordance with annual salary 
reviews and job rotations. 

See Notes 2 and 7 of Notes to Financial Statements. 

None. 

NIA 

NIA 

Martyn Gallus, formerly Senior Vice President, Energy Marketing, is serving in a position with an international 
affiliate, effective January 2008. Effective during January 2008, David S. Sinclair was appointed Vice President - 
Energy Marketing. Effective during June 2008, John N. Voyles, Jr. was appointed Vice President - Transmission 
and Generation Services. Additionally, during June 2008, D. Ralph Bowling was appointed Vice President - 
Power Production. 

The Company is a participant in a cash pooling arrangement, but its proprietary capital ratio is above 30 percent. 
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Name of Respondent I This Report Is: I Date of Report I Yeadperiod of Report 
Kentucky Utilities Company (I) a An Original @!;,~a, Yr) I (2) c] AResubrnissian End of 2008/Q4 

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS) 

Title of Account 
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79 
80 
81 
82 
83 
84 
85 

- 
- 
- 
- 
~ 
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- 

- 
1 FERC FORM NO, 1 (REV. 12-03) 

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

(2) AResubmission End of 2008lQ4 - 

Name of Respondent 
Kentucky Utilities Company 

--- 
COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS]Continued) 

Prior Year 
End Balance 

12/31 
(dl .-- 

Current Year 
ind of Quarterrnear 

Balance 
(c) 

C 
6.202.30E 

Ref. 
Page No. Title of Account 

la) 
ess) Noncurrent Portion of Allowances 
tores Expense Undistributed (163) 
as Stored Underground - Cunent (164.1) ,_ 

quefied Natural Gas Stored afiHeld for Processing (164.2-164.3) 
repayments (165) ,_, 

dvances for Gas (166-167) 

,-__ 

--. 

f 
6,454.80E 227 

C 
C 

5,833,902 

- 

C 
140.08E 

c 
95.722 

~ ~~ 

iterest and Dividends Receivable (171) 
ents Receivable (172) 
ccrued Utility Revenues (173) 
liscellaneous Current and Accrued Assets (174) 

- -- C 
60.007.00~ 

_I 

c 
58.867.00t 

c 
1,261,24€ 

( 

16,14! 
537.97: lerivative Instrument Assets (175) 

.ess) Long-Term Portion of Derivative Instrument Assets (175) 
lerivative Instrument Assets - Hedges (176) 
.ess) Long-Term Portion of Derivative Instrument Assets Hedges (176 
otal Current and Accrued Assets (Lines 34 through 66) 

-I 

.._____- 

DEFERRED DEBITS 

lnamortized Debt Expenses (181) - .- 
xtraordinaryxoperty Losses (182.1) -. 
Inrecovered Plant and Regulatory Sludy Costs (182.2) 
)ther Regulatory Assets (182.3) 
'relim. Survey and Investigation Charges (Electric) (183) 
Yellminary Natural Gas Survey and Investigation Charges 183.1) 
)mer Prellmlnary Survey and Investigation Charges (183.2) 

.-"-- 

_.- 

( 

281.900.73: 
.._-- 

304.777.08( 

4.671.22L 7.281.13, 
230 
230 ( 

189,030,41 S 
4.492.92: 

( 

82,165z 
1.667.65: 

232 

621 64' :learing Accounts (184) 

Ilscellaneous Deferred Deblts (1 86) 
Ief. Losses from Disposition of Utility Plt. (187) 
lesearch, Devel. and Demonstration Expend. (188) 

iccumulated Deferred lnmme Taxes (190) 
Inrecovered Purchased Gas Costs (191) 
'oh1 Deferred Debits (lines 69 through 83) 
'OTAL ASSETS (lines 14-16,32.67, and &4) 

'ernporary Facilitles (185) _- 

hamortized Loss on Reaquired Debt (189) 
-I 

-I__ 

233 72.026.83( 

352-353 ( 

13,356,271 
50.686.90( 

- . - . ~ -  
_I 

( 

10,173.66 
50,753,511 

1 

216,948.86 
3.536.004.39! 

234 

3~,8a6,21( 
4.238.51 E.%! 

Page Ill 
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-ondent 

Kentucky Utilities Company I(2) __ A Resubmission I I I  I 2008/04 
FOOTNOTE DATA--- 

Date of Report Yeadperiod of Report This Report is: 
(1 ) X An Original 

-- 7 -_-- I -. 
6hedule  Page; 710 Line No.: 76 Column: 
The negative balance resulted f r o m  a hrgher level of capital  additions in 2007. 

7 --- -- 
FORM NO. I (ED. 12-87) Page 450.1 



- 
Date of Report YearlPeriod of Report This Report is: 

(1) An Original (mo, da, vr) 
(2) A Rresubmission 

'ame of Respondent 

entucky Utilities Company 
---. _..--- 

COMPARATIVE BAIANCE SHEET (LIABILITIES AND OTHER CREDITS) 
Prior Year 7- I Current Year 

::e I :: - 6 

7 

8 
- 9 1  
I O  
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

29 
30 
31 
32 
33 
34 
35 

- 
.- 

- 
~ 

~ 

- 
- 
l a  - 
- 
- 
- 
- 
- 
- 
- 
-- 
- 
__. 

- 
- 
- 
- 
_.- 

- 
36 
37 
3a 
39 
40 
41 
42 
43 
44 
45 

TiUe of Account 
End of QuarterNear End Balance I Page Ref. No. I Balance I 12/31 i 
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arne of Respondent I This Report - 7 D a t e o f R e p o r t  IS. I YearlPeriod of Report 
(mo, da, YO (1) An Original 

/ I  
?ntucky Utilities Company end of 2008lQ4 

ne 
0. 

116 
17 
18 
19 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
50 
61 
62 

64 
65 
66 

63 

r y :  
12.21 5,206 

-. 

Title of Account 

,I_--- 

(a) -.-_---...--___I____-. 
_- -..-.-- Matured Interest (240) 

Miscellaneous Current and Accrued Liabilities (242) 

Derivative Instrument Liabilities (244) 

Derivative Instrument Liabilities -Hedges (245) 

Total Current and Accrued Liabilities (lines 37 through 53) 
DEFERRED CREDITS 
Customer Advances for Construction(252) 
Acciim<yated Deferred Investment Tax Credits (255) 
Deferred Gains from Disposition of Utility Plant (256). 

Other Regulatory Llabilities (254) 
Unamortized Gain on Reaquired Debt (257) 

Tax Collections Payable (241) .I___. 

Obligations Under Capital Leases-Current (243) 

(Less) Long-Term Portion of Derivative Instrument Liabilities 

(Less) Long-Term Portion of Derivative Instrument Liabilities-Hedges 

.- 
~- 

_ . ~ ,  

-___. 

Other Deferred Credits (253) -__I 

Accum. Deferred Income Taxes-Accel. Amort.(281) 

Accum. Deferred Income Taxes-Other (283) 
Total Deferred Credits (lines 56 through 64) 
TOTALClABlLlTlES AND STOCKHOLD~~EQUITY l_______p- (lines 16,24,35.54 and 65) 

--I__. 

Accurn. Deferred Income Taxes-Other Property (282) - 

I 43.078 

---_I- 

- 

-- 
266-267 

269 
278 

272-277 --. 

-- 

0 
O 
0 

264,258.598 

2,430,316 
79,951,702 

0 
21,709,079 
40,483.283 

0 
0 

203,819,495 
43,386.532 

471,780,407 - 
4,238,518,565 

- 

-- 

-- 

I- 

Prior Year 
End Balance 

12/31 
(d 1 

3.51 5.45; 
10.756.71t 

I 

152.95f 

273,140,521 

- 
2,803,33 

54,999,11: 
-- 

- 
I - 

13,436.16 
37,721,031 

I 

291,507,ll 
41,789,661 

442,256,411 
3,536,004.39 
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'--- Date of Report Year/Period of Report 
(Mo, Da. Yr) End of 2008/Q4 

bme of Respondent 
Centucky Utilities Company 

I U I I 
STATEMENT OF INCOME 

uarterly 
Enter in column (d) the balance for the reporting quarter and in column (e) the balance for the same lhree month period for Ihe prior year. 
Report in column (9 the quarter to dale amounts for electric utility fiinctlon; In column (h) the quarter to date amounts for gas utility, and in 0) the 

iarter to date amounts for other utility function for the current year quarter. 
Report in column (9) the quarter to date amounts for electric utility function; in column (i) the quarter to date amounts for gas utility, and in (k) the 

Jarter to date amounts for other utility function for (he prior year quarter. 
If additional c'xllumns are needed place them in a footnote. 

nnual or Quarterly if applicable 
Do not report fourth quarter data in columns (e) and (t) 
Report amounts for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in another utility columnin a similar manner to 

utility department, Spread the amount(s) over lines 2 thru 26 as appropriate. Include these amounts in columns (c) and (d) totals. 
Report amounts in account 414, Other lltility Operating Income, in the same manner as accounls 412 and 413 above. 

, Report data for lines 8, 10 and 11 for Natural Gas companies using accounts 404.1.404.2,404.3,407.1 and 407.2. 

'ERC FORM NO. 1 / 3 4  (REV. 02-04) Page 114 



(1) $h Original (Mo, Da, Yr) End of 2008lQ4 
(2) n A Resubmission I 1  

.- -.- 
Name of Respondent This Re ort Is: r Kentucky Utilities Company 

I ELECTRIC UTILITY I GAS UTILITY I OTHER lJTlLlTY I 

Date of Report Year/Period of Report 

(in dollars) 

- STATEMENT OF INCOME FOR THE YEAR (Continued) 
9. Use page 122 for important notes regarding Ute statement of income for any account thereof. 
10. Give concise explanations concerning unsettled rate proceedings where a contingency exists such that refunds of a material amount may need to be 
made to the utility's customers or which may result in material refund to the utility with respect to power or gas purchases. State for each year effected 
the gross revenues or costs to which the contingency relates and the tax effects together with an explanation of the major factors which affect the rights 
of the utility to retain such revenues or recover amounts paid with respect to power or gas purchases. 
11 Give concise explanations concemlng significant amounts of any refunds made or received during the year resulting from settlement of any rate 
proceeding affecting revenues received or costs incurred for power or gas purches, and a summary of the adjustments made to balance sheet, incame. 
andexpenseaccounts. 
12. If any notes appearing in the report to stokholders are applicable to the Statement of Income, such notes may be included at page 122. 
13. Enter on page 122 a conclse explanation of only those changes in accounting methods made during the year which had an effect on net income. 
including the basis of allocations and apportionments from those used in the preceding year. Also, give the appropriate dollar effect of such changes. 
14. Explain in a footnote if the previous year'slquarter's figures are different from that reported in prior reports. 
15. If the columns are insufficient for reporting additional utility departments, supply the appropriate account titles report the information in a footnote to 
this schedule. 

e 2,276,549 
20,661,094 
43,184,629 
10,053.734 
48.036.598 
61,388,975 
25,266,898 

115.064.736 E 
i 

5.420.545 f 

- 
2,101,203 1; 

11 

I! 
13,060,218 I f  

1; 
47.805.346 I f  

I ~- 18,439,077 
27,762,416 

- 
- - 

-I__ -. 40,957.1 17 

42,566,647 I- I! 

I I I -- 
706,852 I 

I 

1,861,363 
1,081,445,468 

191,103,431 
-- -...-- 

-~ 
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Year/Period of Report Name of Respondent 

Kentucky lltilities Company (2) n A  Resubmission 

Date of Report 
An Original (Mo. Da, Yr) End of __ 2008lQ4 

I U , I 

STATEMENT OF INCOME FOR THE YEAR (continued) - 
Current 3 Months Prior 3 Monlhs 

Ended Ended 
Qoarterly Only Quarterly Only 

Title of Account Page No. Current Year Previous Year No4thQuarter No4th Quarter 

TOTAL Line 

(Ref.) _I: (a) -_- -.. (b) (4 (d) (e) - 

27 Net Ublily Operabng Income (Camed fonriard h r n  page 114) _I-. - 
28 Other lncomo and Dedudions 
29 Olher Income 
30 Nonutrlty Operaling lnmrne 

-- 
---..- 

ng, Jobbing and Conlract Work (415) 
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Name of Respondent This Report is: 
(1 ) An Original 

Kentucky Ulilities Company (2) - A Resubmission 

-.-__I_. _I. 
F c h e d u l e P a g e r o . :  46 Column: c _---I 

amortization of the cash ~ value ofthe policy was recorded to account 421003. -- 
b- NO.: 47 

The 2008 balance represents the annual premium net of amortization of the cash value of 
the policy. The 2007 balance represents only the annual premium. In 2007, the 

’ 
.- 

Column: c _ . “ _ _ _ I ~ _ - ~ - -  
The balanceis a credit due to an adjustment of ($600,000) in 2008 to reduce a 2007 
estimated penalty liability to actual. 

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

I I  2008lQ4 

-- 
.-_ ”_ 
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This Re ort Is: 
(1) d A n  Original 
(2) n A  Resubmission Kentucky 1JtiIities Company 

I U I Y- STATEMENT OF RETAINED EARNINGS 

Date of Report 
(Mo, Da, Yr) 

Year/Period of Report 
End of _______I 

2008/Q4 
I I  

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

Line 
No. 

Previous Current 
QuarterNear QuarterNear 

ant ra primary Year to Date Year to Date 
Account Affected Balance Balance 

1 :I FIN 48 Adjustment 355,?61 
I 

rop. Undistrib. Subsidiary Earnings 
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__ 
Name of Respondent 
Kentucky Utilities Company 

This Re oft Is: 
(1) d ~ n  Original 
(2) A Resubmission 

Date of Report 
(Ma, Da, Yr) 

YearlPeriod of Report 
End of 2008IQ4 

I f  

Current Previous 
QuarterNear Quarterrnear 

Year to Date 
rccount Affected Balance Balance 

39 
40 
41 
42 
43 
44 
45 

I I 
- 

-..- 
-- 

TOTAL Appropriated Retained Earnings (Account 215) 

I I 
I I 
I I 
I I 
I I 

I 1.174 207.0301 ~ ~ 136.489.98 

21,207,068 16,248.28 
29,548,519 26,358,78 
30,000.000 21,400,OOl 
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(2) U A  Resubmission Kentucky Utilities Company 

(1) Codes to be used:(a) Net Proceeds or Paymenls;(b)Bonds, debentures and other long-term debt; (c) Include commercial paper; and (d) Identify separately such items as 
investments. fixed assets. intangibles, etc 
(2) Information about noncash investing and financing activilies must be provided In the Notes to the Financial statements Also provide a reconciliation between "Cash and Cash 
Equivalents at End of Period" with related amounts on the Balance Sheet 
(3) Operating Aclivities - Olher. Include gains and losses pertaining to operating activities only Galns and losses pertaining to Investing and financing activities should be reported 
in those activilies Show in the Notes to the Financials the amounts of interest paid (net of amount capltatked) and income taxes paid 
(4) lnvesling Activities: Include at QIher (line 31) net cash oulflow to acquire olher companies Provide a reconcilialion of assets acquired wth liabilities assumed in the Notes to 
the Financial Statements. Do no1 include on this statement the dollar amount of leases capitalhed per the USofA General Instniclion 20; instead provide a reconciliation of the 
dollar amount of leases capitalized with Ihe plant cost. 

Date of Report Year/Period of Report 

I 

Line 
Lln 

Description (See Instruction No. 1 for Explanation of Codes) 

___ (a) 

- -- 

Current Year to Date Previous Year to Date 
QuarterPlear QuarterNear 

-13,352,377 -1,604,551 
25,266,898 41,975,337 
11,538.195 -15.534.506 

___.__- 

rom Subsidiary Companies 

-~ 

I 24 k a s h  Flows from Investment Activities: I I I 

34 ICash Outflows for Plant (Total of lines 26 lhru 33) 
35 I --- 

I 36 IAcuuisltIon of Other Noncurrent Assets (d) I I I 
from Disposal of Noncunent Assets (d) 
Disoosal of Fixed Assets (d) 

I 

tments in (and Advances to) 
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-- 
Name of Respondent This Report Is: Date of Report Year/Period of Report 
Kentucky Utilities Company (1) B A n  Original (Mo. Da, Yr) End of 2008/Q4 

I I  
STATEMENT OF CASH FLOWS 

(1) Codes to be used:(a) Net Pmceeds or Payments;(b)Bonds. debentures and other longterm debt; (c) Include commercial paper. and (d) Identify separately such Items as 
investments. fixed assets. intangibles. elc. 
(2) Information about noncash investing and financing activities musf be provided in the Noles to the Financial statements. Also provide a reconciliation between "Cash and Cash 
Equivalents at End of Period' with related amounts on the Balance Sheet. 
(3) Operating Activities - Other. Include gains and losses pertaining to operating activities only Gains and losses pertaining lo investing and financing activities should be reported 
in those activities. Show in the Notes to the Financials the amounls of interest paid (net of amount capilalized) and income taxes paid 
(4) Investing Activities: Include at Other (line 31) net cash outflow to acquire other companies Provide a reconcilialion of assets acquired with liabilities assumed in the Notes to 
the Financial Statements Do not indude on this statement the dollar amount of leases capitalized per the USofA General Instruction 20; instead pmvide a reconcilialion of the 
dollar amount of leases capitalized with the plant cost. 

Previous Year to Date Line Current Year to Date Description (See instruction No. 1 for Explanation of Codes) 
Quarternear Quarternear 

(b) I (C) I-/ 47 Collections on Loans 
~- 

(a) 
46 Loans Made or Purchased 

-- 

526,750.683 - 61 Long-Term Debt (b) 326,631,129 
62 Preferred Stock 
63 Common Stock 

,- - 

.---__..-. 

67 Other (provide details in footnote): 
68 Reissuance of Reacquired Long-Term Debt (b) - 62,900,000 
69 Retirement of Reacauired Lonct-Term Debt (b) 16,693,620 

526,317.143 406,224,7491 -. 
I 

Provided by Outside Sources (Total 61 lhru 69) .- 
-. 

72 Payments for Retirement of: :t~ De; (b)  

74 Preferred Stock 
75 Common Stock 
76 Other (provide details in footnote): 

77 Contributed'capital 145.000,OOO 75,000,000 

-- 
.- 

- 
_. 

-- 

78 Kt Decrease in Short-Term Debt (c) -6,972,000 -73,823,600 
79 Payments for Reacquisition of Long-Term Debt (b) 

-___ ___- 
-- --I_-. 

-79,593,620 -- ------..--.-.I 

80 Dividends on Preferred Stock 

__ 

I 
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Name of Respondent 

Kentucky Utilities Company 

- 
(Schedule Page: 120 Line No.:-13 Column: .- I 
Restatement due to account reclassifications: 

This Report is: Date of Report YeadPeriad of Report 
(1 ) & An Original (Ma, Da, Yr) 
(2) __ A Resubmission I I  2008/Q4 

Previous Year to Date, as originally filed 
Plus: Adjustment to Capital Expenditure Accrual 

Restated Previous Year to Date 

$ (78,888 , 022) 
1,261,862 

$ (77,626,160) 
__I- 

!Schedule Page: 120 -Tine No.: 18 Column: b .~ 
Other operati.ng cash flows : 

I 
Depreciation charged 
Other changes in Net 
Amortization of Debt 

to balance sheet accounts 
Utility Plant 
Expenses and Loss on Bonds 

Net increase in Prepayments 
Net decrease in Land Options 
Net increase in Preliminary SUWey 
Net increase in Clearing Accounts 
Net decrease in Customer Advances for Construction 
Net increase in Asset Retirement Obligations 
Net increase in Provision for Postretirement Benefits 
Deferred income taxes charged to balance sheet accounts 
Investment tax credit charged to balance sheet accounts 
Rounding 

Total 

$ 

$ 

726,899 
(7,706,861) 

743 , 571 
(540,025) 
16 , 145 

(2,825,270) 
(2 , 990 , 074) 
(373,020) 

2,251,051 
104,123 , 794 
7,328,239 
(314,308) 

(1) 
. - --- .--- --. - - - 
100,440,140 

-1 ~,-~_.-..I----. 

[Schedule L- Page: I20 Line No.: 18 Column: 
Other operating cash flows: 

Depreciation charged 
Other changes in Net 
Amortization of Debt 
Net 
Net 
Net 
Net 
Net 
Net 
Net 
Net 

to balance sheet accounts 
Utility Plant 
Expenses and Loss on Bonds 

decrease in Prepayments 
decrease in Derivative Assets 
increase in Preliminary Survey 
decrease in Clearing Accounts 
increase in Customer Advances for Construction 
increase in Asset Retirement Obligations 
increase in Provision €or Postretirement Benefits 
adjustment to Retained Earnings (Effect of FIN 48) 

Total 

$ 597,905 

798,930 
584,608 
341,503 

(1,373,637) 
5,121,080 

830,470 
1,833,853 

11,474 , 924 
355 , 161 

$ 18,256,233 

(2 , 308,564) 

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

--n.. _- -.I.---- 

!Schedule Page: 120 Line-No.: 26 Column: -_ I 

Restatemzt due to aceount reclassifications: 
I 

Previous Year to Date, as originally filed 
Less: Adjustment to Capital Expenditure Accrual 

Restated Previous Year to Date 

$ (743,093,685) 
(1,261,862) 

$ (744,355,547) 

Ehedule Page: 120 Line No.: 31 Column: _ I _ _ ~ - .  - - .-I__ - - - I I z l  
Restatement due to account reclassifications : 

Previous Year to Date, as originally filed 
Plus: Reclassification of Long-term Debt Mark-to-Market 

(433 , 540) 
433 , 540 

$ 

Page 450.1 
- 

[FERC FORM NO. I (ED. 12-87) 



Restated Previous Year to Date 

7 
-F 

~ --_- .l____l- 

p e d u z a g e :  120 Line No.: 48 Column: b I- - 

p G i & m  -- 
Other special funds ~~ 

Change in Long-Term Investments: 

Other Investments 
Other Special Funds 

Total Change in Long-Term Investments 

$ 15 , 000 
(211,190) 

$ (196,190) 
_-______ __ 

pchedule Page: __I- 120 Line No.: 65 Column: __I 

Restatement due to account reclassifications: 

Previous Year to Date, as originally filed 
Less: Reclassification of Long-term Debt Mark-to-Market 

Restated Previous Year to Date 

Long-term Debt Mark-to-Market $ (433,540) 

In 2007, $53,000,000 of bonds were extinguished. This amount represents the fair value 
hedge adjustments on those bonds, as prescribed by SFAS No. 133, as amended. 

-I.- 2 phedule Page: 120 Line No.: 90 Column: b -- 
- ----I__----.....--_. 

Cash and cash equivalents is comprised-of the following amounts: 

Cash (Acct 131) 
Temp0ra.q Cash Investments (Acct 136) 

Total. Cash and Cash Equivalents at End of Period 

$ 2,413,346 
13 

$ 2,413,359 

_3 
-- 

-le Page: 720 Line No.: 90 Column: 
Cash and cash equivalents is comprised of the following amounts: 

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

Total Cash and Cash Equivalents at End of Period 

321,021 
17,490 

$ 

$ 338 , 511 
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Kentucky Utilities Company 

I. Use the space below for important notes regarding the Balance Sheet, Statement of Income for the year, Statement of Retained 
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according to each basic statement, 
providing a subheading for each statement except where a note is applicable to more than one statement. 
2. Furnish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation 0' 
any action initiated by the Internal Revenue Service involving possible assessment of additional income taxes of material amount, or of 
a claim for refund of income taxes of a material amount initiated by the utility. Give also a brief explanation of any dividends in arrears 
on cumulative preferred stock. 
3. For Account 116, Utility Plant Adjustments, explain the origin of such amount, debits and credits during the year, and plan of 
disposition contemplated, giving references to Cormmission orders or other authorizations respecting classification of amounts as plant 
adjustments and requirements as to disposition thereof. 
4. Where Accounts 189, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give 
an explanation, providing the rate treatment given these items. See General Instruction 17 of the Unifom System of Accounts. 
5. Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such 
restrictions. 
6. If the notes to financial statements relating to the respondent company appearing in the annual report to the stockholders are 
applicable and furnish the data required by instructions above and on pages 114-121, such notes may be included herein. 
7. For the 3Q disclosures, respondent must provide in the notes sufficient disclosures so as to make the interim information not 
misleading. Disclosures which would substantially duplicate the disclosures contained in the most recent FERC Annual Report may be 
omitted. 
8. For the 3 0  disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurrec 
which have a material effect on the respondent. Respondent must include in the notes significant changes since the most recently 
completed year in such items as: accounting principles and practices; estimates inherent in the preparation of the financial statements; 
status of long-term contracts; capitalization including significant new borrowings or modifications of existing financing agreements; and 
changes resulting from business combinations or dispositions. However were material contingencies exist, the disclosure of such 
matters shall be provided even though a significant change since year end may not have occurred. 
9. Finally, if the notes to the financial statements relating to the respondent appearing in the annual report to the stockholders are 
applicable and furnish the data required by the above instructions, such notes may be included herein. ..--. 

PAGE 122 INTENTIONALLY LEFT BLANK 
SEE PAGE 123 FOR REQUIRED INFORMATION. 

- 

End of 2008104 

-- 
This Report Is: 
(1) [zzl An Original 
(2) 0 AResubmission 
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Nameof Respondent This Report is: Date of Report 

(Mo, Da, Yr) (1 ) X An Original 
Kentucky Utilities Company (2) - A Resubmission I t  

INDEX OF ABBREVIATIONS 

Yeadperiod of Report 

2008lQ4 

AG 
ARO 
BART 
CAIR 
CAMR 
CAVR 
CCN 
Clean Air Act 
CMRG 

CT 
DSM 
ECR 
EEI 
E.ON 
E.ON US. 
E.ON U.S. Services 
EPA 
EPAct 2005 
FAC 
FASB 
FERC 
FGD 
Fidelia 
FIN 
GHG 
IBEW 
IMEA 
W A  
IRP 
IRS 
KCCS 
D A Q  
Kentucky Commission 
KIUC 
KU 
Kwh 
LG&E 
LG&E Energy 
MIS0 
MMBm 
Moody’s 

company 

Attorney General of Kentucky 
Asset Retirement Obligation 
Best Available Retrofit Technology 
Clean Air Interstate Rule 
Clean Air Mercury Rule 
Clean Air Visibility Rule 
Certificate of Public Convenience and Necessity 
The Clean Air Act, as amended in 1990 
Carbon Management Research Group 
KU 
Combustion Turbines 
Demand Side Management 
Environmental Cost Recovery 
Electric Energy, Inc. 
EON AG 
E.ON U.S. LLC (formerly LG&E Energy LLC and LG&E Energy Corp.) 
E.ON U.S. Services Inc. (formerly LG&E Energy Services Inc.) 
I J S .  Environrnental Protection Agency 
Energy Policy Act of 2005 
Fuel Adjustment Clause 
Financial Accoimting Standards Board 
Federal Energy Regulatory Commission 
Flue Gas Destrlfkization 
Fidelia Corporation (an E.ON affiliate) 
FASB Interpretation No. 
Greenhouse Gas 
International Brotherhood o f  Electrical Workers 
Illinois Municipal Electric Agency 
Indiana Municipal Power Agency 
Integrated Resource Plan 
Internal Revenue Service 
Kentucky Consortium for Carbon Storage 
Kentucky Division for Air Quality 
Kentucky Public Service Commission 
Kentucky Industrial Utility Consumers, Inc. 
Kentucky Utilities Company 
Kilowatt hours 
Louisville Gas and Electric Company 
LG&E Energy LLC (now E.ON U.S. LLC) 
Midwest Independent Transmission System Operator, Inc. 
Million British thermal units 
Moody’s Investor Services, Inc. 
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Name of Respondent This Report is: 
(1) & An Original 

Kentucky Utilities Company (2) __ A Resubmission 

Mw 
Mwh 
NAAQS 
NERC 
NOV 
NOx 
OMU 
omc 
PCB 
PUHCA 2005 
RRO 
RSG 
S&P 
SCR 
SERC 
SFAS 
SIP 

TC2 
VDT 
Virginia Commission 

so2 

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

I l  2008lQ4 

Megawatts 
Megawatt hours 
National Ambient Air Quality Standards 
North American Electric Reliability Corporation 
Notice of Violation 
Nitrogen Oxide 
Owensboro Municipal Utilities 
Ohio Valley Electric Corporation 
Polychlorinated Biphenyl 
Public Utility Holding Company Act of 2005 
Regional Reliability Organization 
Revenue Sufficiency Guarantee 
Standard & Poor’s Rating Services 
Selective Catalytic Reduction 
SERC Reliability Corporation 
Statement of Financial Accounting Standards 
State Irnplementation Plan 
Sulfur Dioxide 
Tnmble County Unit 2 
Value Delivery Team Process 
Virginia State Corporation Commission 

Note 1 - Summary of Significant Accounting Policies 

KU, incorporated in Kentucky in 1912 and in Virginia in 1991, is a regulated public utility engaged in the 
generation, transmission, distribution and sale of electric energy in Kentucky, Virginia and Tennessee. KU 
provides electric service to approximately 508,000 customers in 77 counties in central, southeastern and western 
Kentucky, to approximately 30,000 customers in 5 counties in southwestern Virginia and 5 customers in 
Tennessee. ICU’s service area covers approximately 6,600 square miles. Approximately 99% of the electricity 
generated by KU is produced by its coal-fired electric generating stations. The remainder is generated by a 
hydroelectric power plant and natural gas and oil fueled CTs. In Virginia, KU operates under the name Old 
Dominion Power Company. KU also sells wholesale electric energy to 12 municipalities. 

KU is a wholly-owned subsidiary of E.ON U.S., an indirect wholly-owned subsidiary of E.ON, a German 
corporation. KU’s affiliate, LG&E, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy and the distribution and sale of natural gas in Kentucky. 

Certain reclassification entries have been made to the previous years’ financial statements to conform to the 
2008 presentation with no impact on net assets, liabilities and capitalization or previously reported net income 
and net cash flows. 

Presentation. The accompanying financial statements are prepared on the regulatory basis of accounting in 
accordance with the requirements of the FERC, which is a comprehensive basis of accounting other than 

--. -. 
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Name of Respondent 

Kentucky Utilities Company 

Generally Accepted Accounting Principles (%A AP”). The significant differences between GAAP and FERC 
reporting are as follows: 

This Report is: Date of Report Yeadperiod of Report 
(1) L( An Original (Mo, Da, Yr) 
(2) - A  Resubmission I t  200WQ4 

0 

Restricted cash is recorded in cash on the balance sheet for FERC reporting and presented as a separate line 
item for GAAP statements; 
Certain costs of removal obligations are recorded in accumulated depreciation for FERC reporting and 
recorded in regulatory liabilities for GAAP reporting; 
Long-term and short-term bonds are recorded in total in the long-term debt section for FERC reporting and 
are presented separately in current liabilities for the short-term portion and in long-term debt for the 
long-tern portion for GAAP reporting; and 
Deferred taxes are shown gross for FERC reporting in the balance sheet (a deferred asset and a deferred 
liability are recorded), for GAAP reporting the deferred taxes are netted together and recorded as a liability. 

Regulatory Accounting. KU is subject to SFAS No. 71, under which regulatory assets are created based on 
expected recovery fiom customers in fiture rates to defer costs that would otherwise be charged to expense. 
Likewise, regulatory liabilities are created based on expected return to customers in fbture rates to defer credits 
that would otherwise be reflected as income, or, in the case of costs of removal, are created to match long-term 
future obligations arising li-om the current use of assets. The accounting for regulatory assets and liabilities is 
based on specific ratemaking decisions or precedent for each item as prescribed by the FERC, the Kentucky 
Commission or the Virginia Commission. See Note 2, Rates and Regulatory Matters, for additional detail 
regarding regulatory assets and liabilities. 

Cash and Cash Equivalents. KU considers all highly liquid investments with an original maturity of three 
months or less to be cash equivalents. 

Restricted Cash. Proceeds fiom bond issuances for environmental equipment (primarily related to the 
installation of FGDs) are held in trust pending expenditure for qualifying assets. 

Allowance for Doubtful Accounts. The allowance for doubtful accounts is based on the ratio of the amounts 
charged-off during the last twelve months to the retail revenues billed over the same period multiplied by the 
retail revenues billed over the last four months. Accounts with no payment activity are charged-off after four 
months, although collection efforts continue thereafter. 

Materials and Supplies. Fuel and other materials and supplies inventories are accounted for using the 
average-cost method. Emission allowances are included in other materials and supplies and are not currently 
traded by KU. At December 3 1,2008 and 2007, the emission allowances inventory was less than $1 million. 

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

Although KU holds investment interests in OVEC and EEI, it is not the primary beneficiary, therefore, neither 
are consolidated into the Company’s financial Statements. KU and 11 other electric utilities are participating 
owners of OVEC, located in Piketon, Ohio. OVEC owns and operates two coal-fired power plants, Kyger Creek 
IFERC FORM NO. 1 (ED. 12-88) Page 123.3 I 



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

Kentucky Utilities Company (2) __ A Resubmission 

Station in Ohio and Clifty Creek Station in Indiana. Pursuant to current contractual agreements, IW’s share of 
OVEC’s output is 2.5%, approximately 55 Mw of generation capacity. 

Date of Report YearlPeriod of Rep& 
(Mo, Da, Yr) 

I f  2008lQ4 

As of December 31,2008 and 2007, KU’s investment in OVEC totaled less than $1 million and is accounted for 
under the cost method of accounting. The direct exposure to loss as a result of its involvement with OVEC is 
generally limited to the value of its investment. In the event of the inability of OVEC to fulfill its power 
provision requirements, KU anticipates substituting such power supply with either owned generation or market 
purchases and believes it would generally recover associated incremental costs through regulatory rate 
mechanisms. See Note 9, Commitments and Contingencies, for further discussion of developments regarding 
KU’s ownership interests and power purchase rights. 

KIJ owns 20% of the common stock of EEI, which owns and operates a 1,162-Mw generating station in 
southern Illinois. KU’s investment in EEI is accounted for under the equity method of accounting and, as of 
December 3 1,2008 and 2007, totaled $22 million and $23 million, respectively. KU’s direct exposure to loss as 
a result of its involvement with EEI is generally limited to the value of its investment. 

Utility Plant. Utility plant is stated at original cost, which includes payroll-related costs such as taxes, fringe 
benefits and administrative and general costs. Construction work in progress has been included in the rate base 
for determining retail customer rates in Kentucky. KU has not recorded a significant allowance far funds used 
during construction. 

The cost of plant retired or disposed of in the normal course of business is deducted fiom plant accounts and 
such cost is charged to the reserve for depreciation. When complete operating units are disposed of, appropriate 
adjustments are made to the reserve for depreciation and gains and losses, if any, are recognized. 

Depreciation and Amortization. Depreciation is provided on the straight-line method over the estimated 
service lives of depreciable plant. The amounts provided were approximately 3.0% in 2008 and 3.2% in 2007 of 
average depreciable plant. Of the amount provided for depreciation at December 3 1 , 2008 and 2007, 
approximately 0.5% was related to the retirement, removal and disposal costs of long lived assets. 

Ilnarnortized Debt Expense. Debt expense is capitalized in deferred debits and amortized using the straight 
line method, which approximates the effective interest method, over the lives of the related bond issues. 

Income Taxes. Income taxes are accounted for under SFAS No. 109, Accounting for Income Taxes and FIN 48, 
Accounting for Uncertainty in Income Taxes, an Interpretation of SFAS No. 109. Tn accordance with these 
statements, deferred tax assets and liabilities are recognized for the hture tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities and their 
respective tax bases, as measured by enacted tax rates that are expected to be in effect: in the periods when the 
deferred tax assets and liabilities are expected to be settled or realized. Significant judgment is required in 
determining the provision for income taxes, and there are transactions for which the ultimate tax outcome is 
uncertain. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement 
recognition and measurement of a tax position taken or expected to be taken in a tax return. Uncertain tax 
positions are analyzed periodically and adjustments are made when events occur to warrant a change. See Note 
6, Income Taxes. 
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Name of Respondent This Report is: 

(I) &An Original 

Deferred Income Taxes. Deferred income taxes are recognized at currently enacted tax rates for all material 
temporary differences between the financial reporting and income tax bases of assets and liabilities. 

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

Investment Tax Credits. The EPAct 2005 added Section 48A to the Internal Revenue Code, which provides 
for an investment tax credit to promote the cornmercialization of advanced coal technologies that will generate 
electricity in an environmentally responsible manner. KU and LG&E received an investment tax credit related 
to TC2. See Note 6, Income Taxes. Investment tax credits prior to 2006 resulted fkom provisions of the tax law 
that permitted a reduction of KU’s tax liability based on credits for construction expenditures. Deferred 
investment tax credits are being amortized to income over the estimated lives of the related property that gave 
rise to the credits. 

Kentucky Utilities Company 

Revenue Recognition. Revenues are recorded based on service rendered to customers through month-end. KIJ 
accrues an estimate for unbilled revenues fkom each meter reading date to the end of the accounting period 
based on allocating the daily system net deliveries between billed volumes and unbilled volumes. The allocation 
is based on a daily ratio of the number of meter reading cycles remaining in the month to the total number of 
meter reading cycles in each month. Each day’s ratio is then multiplied by each day’s system net deliveries to 
detemine an estimated billed and unbilled volume for each day of the accounting period. The unbilled revenue 
estimates included in accounts receivable were $60 million and $59 million at December 3 1,2008 and 2007, 
respectively. 

(2) - A Resubmission I f  2008/Q4 

Fuel Costs. The cost of fuel for generation is charged to expense as used. 

Management’s Use of Estimates. The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make estimates and assumptions that affect the reported 
assets and liabilities and disclosure of contingent items at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Accrued liabilities, including legal and 
environmental, are recorded when they are probable and estimable. Actual results could differ from those 
estimates. 

Recent Accounting Pronouncements. The following are recent accounting pronouncements affecting KU: 

-_I-_. SFAS No. 161 

Tn March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging 
Activities, an amendment of FASB Statement No. 133, which is effective for fiscal years, and interim periods 
within those fiscal years, beginning on or after November 15,2008. The objective of this statement is to 
enhance the current disclosure framework in SFAS No. 133, Accc?unting.for Derivative Instruments and 
Hedging Activities, as amended. The adoption of SFAS No. 161 will have no impact on KU’s statements of 
operations, financial position and cash flows, however, additional disclosures relating to derivatives will be 
required beginning in the first quarter of 2009. 
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Kentucky Utilities Company 

SFAS No. 160 

This Report is: Date of Report YearlPeriod of Report 
(1) 21 An Original 
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In December 2007, the FASB issued SFAS No. 1 GO, Noncontrolling Interests in Consolidated Financial 
Statements, which is effective for fiscal years, and interim periods within those fiscal years, beginning on or 
after December 15,2008. The objective of this statement is to improve the relevance, comparability and 
transparency of financial information in a reporting entity’s consolidated financial statements. The Company 
expects the adoption of SFAS No. 160 to have no impact on its statements of operations, financial position and 
cash flows. 

SFAS No. 159 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for  Financial Assets and Financial 
Liabilities --lncluding an Amendment ofFASB Statement No. 115. SFAS No. 159 permits entities to choose to 
measure many financial instruments and certain other assets and liabilities at fair value on an 
instrument-by-instrument basis (the fair value option). Unrealized gains and losses on items for which the fair 
value option has been elected are to be recognized in earnings at each subsequent reporting date. SFAS No. 159 
was adopted effective January 1,2008 and the Company elected not to fair value its eligible financial assets and 
liabilities. 

SFAS No. 157 

In September 2006, the FASR issued SFAS No. 157, Fair Value Measurements, which, except as described 
below, is effective for fiscal years beginning aRer November 15,2007. This statement defines fair value, 
establishes a fiamework for measuring fair value in generally accepted accounting principles and expands 
disclosures about fair value measurements. SFAS No. 157 does not expand the application of fair value 
accounting to new circumstances. In February 2008, the FASR issued FASB Staff Position 157-2, Eflective 
Date qfFAS3 Statement No. 157, which delays the effective date of SFAS No. 157 for all nonfinancial assets 
and liabilities, except those that are recognized or disclosed at fair value in the financial Statements on a 
recurring basis (at least annually), to fiscal years beginning after November 15,2008, and interim periods within 
those fiscal years. All other amendments related to SFAS No. 157 have been evaluated and have no impact on 
the Company’s financial statements. SFAS No. 157 was adopted effective January 1,2008, except as it applies 
to those nonfinancial assets and liabilities, and had no impact on the statements of operations, financial position 
and cash flows, however, additional disclosures relating to its financial derivatives and cash collateral on 
derivatives, as required, are now provided. Per FASB Staff Position 157-2, fair value accounting for all 
nonrecurring fair value measurements of nonfinancial assets and liabilities will be adopted effective January 1, 
2009. 

Note 2 - Rates and Regulatory Matters 

The Company is subject to the jurisdiction of the Kentucky Commission, the Virginia Commission, the 
Tennessee Regulatory Authority and the FERC in virtually all matters related to electric utility regulation, and as 
such, its accounting is subject to SFAS No. 71. Given its position in the marketplace and the status of regulation 
in Kentucky and Virginia, there are no plans or intentions to discontinue the application of SFAS No. 71. 
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In July 2008, KU filed an application with the Kentucky Commission requesting an increase in base electric 
rates. In conjunction with the filing of the application for a change in base rates, based on previous Orders by 
the Kentucky Commission approving settlement agreements among all interested parties, the VDT surcredit 
terminated in August 2008. In January 2009, KU, the AG, KKJC and all other parties to the rate case filed a 
settlement agreement with the Kentucky Commission, under which KU’s base electric rates will decrease by $9 
million annually. An Order approving the settlement agreement was received in February 2009. The new rates 
were implemented effective February 6,2009, at which time the merger surcredit terminated. 

The VDT surcredit originated in December 2001, when the Kentucky Commission issued an Order approving a 
settlement agreement allowing KU to set up a regulatory asset of$54 million for workforce reduction costs and 
begin amortizing it over a five-year period starting in April 2001. The Order also provided for a surcredit to be 
included on customers’ bills representing 40% of the annual savings derived from this initiative. For periods 
beginning January I , 2006, the VDT surcredit had increased to $4 million per year. 

In February 2006, KU and all parties to the proceeding reached a unanimous settlement agreement on the fitwe 
ratemaking treatment of the VDT surcredit. IJnder the terms of the settlement agreement, the VDT surcredit 
continued at its current level until such time as KU filed for a change in base rates. ‘The Kentucky Commission 
issued an Order in March 2006, approving the settlement agreement. In accordance with the Order, the VDT 
surcredit terminated in August 2008, the first billing month after the July 2008 filing for a change in base rates. 

The merger surcredit originated as part of the LG&E Energy merger with KU Energy Corporation in 1998. It 
was based on estimated non-he1 savings over a ten-year period following the merger. Costs to achieve these 
savings were deferred and amortized over a five-year period pursuant to regulatory orders. In approving the 
merger, the Kentucky Commission adopted KU’s proposal to reduce its retail customers’ bills based on one-half 
of the estimated merger-related savings, net of deferred and amortized amounts, over a five-year period. These 
savings were provided in the form ofa  surcredit mechanism on customers’ bills. In October 2003, the Kentucky 
Commission issued an Order approving a unanimous settlement agreement reached with all parties to the case in 
which the merger surcredit of $1 8 million per year would remain in place for another five-year term beginning 
July 1 , 2003, and KU would file a plan for the merger surcredit six months before its expiration. 

In December 2007, KU submitted its plan to allow the merger surcredit to terminate as scheduled on June 30, 
2008. In June 2008, tlie Kentucky Commission issued an Order approving a unanimous settlement agreement 
reached with all parties to the case which provided for a reduction in the merger surcredit to approximately $6 
million for a 7-month period beginning July 2008, termination of the merger surcredit when new base rates went 
into effect on or after January 31,2009, and that the annual merger surcredit be continued at an annual rate of 
$12 million thereafter should the Company not file for a change in base rates. In accordance with the Order, the 
merger surcredit was terminated effective February 6,2009, with the implementation of new base rates. 

FERC Wholesale Rate Case 

In September 2008, KU filed an application with the FERC for increases in base electric rates applicable to 
wholesale power sales contracts or interchange agreements involving, collectively, twelve Kentucky 
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municipalities. The application requests a shift from current, all-in stated unit charge rates to an unbundled and 
formula rate. The revised rates represent varying increases of 6% to 7% from current charges and include a 
change fiom the all-in stated applicable return on equity of 1 1.8%. The proceeding involves data requests and 
hearings before the FERC, as well as data requests and filings by intervenors. In November 2008, the FERC 
issued an Order to suspend rates until May 1,2009, at which time the applied for rates will become effective, 
subject to potential refund or adjustment commencing in October 2009, based upon the outcome of the 
proceedings. Concurrently with the progress o f  the FERC rate proceedings, KU and the municipal customers 
have commenced structured settlement negotiations overseen by the FERC. 

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

I !  2008/Q4 

ReEulatory Assets and Liabilities 

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

(in millions) 
ARO 
MISO exit 
Unamortized loss on bonds 
FAC 
ECR 
Hurricane ace 
Other 

Subtotal 

Pension and postretirement benefits 
Total regulatory assets 

Deferred income taxes - net 
Other 
Total regulatory liabilities 

2008 
$ 28 

19 
13 
9 

20 
2 
5 
96 

- 2007 
$ 24 

20 
IO 
17 
11 

4 
86 

28 
$ 223 $ 114 

-_. 
127 

$ 16 $ 22 
20 10 

$ 36 $ 32 

KU does not currently earn a rate of rehun on the FAC regulatory asset, which is a separate recovery mechanism 
with recovery within twelve months. No return is earned on the pension and postretirement benefits regulatory 
asset that represents the changes in funded status of the plans. KU will recover this asset through the pension 
expense included in the calculation of base rates with the Kentucky Cornmission and will seek recovery of this 
asset in fhture proceedings with the Virginia Commission. No return is currently earned on the ARO asset. This 
regulatory asset will be offset against the associated regulatory liability, ARO asset and ARO liability at the time 
the underlying asset is retired. The MISO exit mount  represents the costs relating to the withdrawal from MISO 
membership. Approval for the recovery of this asset was received from the Kentucky Commission as part of the 
2008 base rate case and KU will seek recovery of this asset in future proceedings with the Virginia Commission. 
K'IJ currently earns a rate of return on remaining regulatory assets, including other regulatory assets comprised 
of VDT costs (2007 only), merger surcredit and deferred storm costs. Other regulatory assets also include KCCS 
funding (see CMRG and KCCS Contributions below), FERC jurisdictional pension expense and rate case 
expenses. KTI will seek recovery of the KCCS funding in the next base rate case and received approval for the 
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recovery of the rate case expenses as part of the 2008 base rate case. Other regulatory liabilities include DSM 
and MISO costs included in base rates that will be netted against costs of withdrawing from the MISO as part of 
the settlement agreement in the 2008 base rate case. 

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

I 1  20081(;14 

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

.- 

ARO Net ARO Regulatory Regulatory Accumulated Cost of Removal 
Assets Liabilities Assets Liabilities Cost of Removal Depreciation 

AsofDecember31,2006 $ 5 $ (28) $ 22 $ (2) $ 2  $ 1  
ARO accretion (2) 
As of December 3 1,2007 5 (30) 24 (2) 2 1 
ARO accretion (2) 

- - - - 
~ -- 2 

- 2 - - - 
- - - - ---- --_.._.-- 2 (2) ~ . - -  Removal cost reclass 

AsofDecember31,2008 $ 5 $ (32) $ 28 $ (4) ~- $ 2  $ I  

Pursuant to regulatory treatment prescribed under SFAS No. 71, an offsetting regulatory credit was recorded in 
depreciation and amortization in the income statement of $2 million in 2008 and 2007 for the ARO accretion 
and depreciation expense. KU AROs are primarily related to the final retirement of assets associated with 
generating units. For assets associated with AROs, the removal cost accrued through depreciation under 
regulatory accounting is established as a regulatory liability pursuant to regulatory treatment prescribed under 
SFAS No. 71. There were no FIN 47 net asset additions during 2008 or 2007. For the years ended December 3 1 , 
2008 and 2007, KU recorded less than $1 million of depreciation expense related to the cost of removal of ARO 
related assets. An offsetting regulatory liability was established pimuant to regulatory treatment prescribed 
under SFAS No. 71. 

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

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



of a recalculation agreement. Tn March 2008, the FERC approved the parties’ recalculation of the exit fee, and 
the approved agreement provided KU with an immediate recovery of $1 million and an estimated $3 million 
over the next seven years for credits realized from other payments the MISO will receive, plus interest. In 
accordance with Kentucky Commission Orders approving the MISO exit, KU has established a regulatory asset 
for the exit fee, subject to adjustment for possible future MISO credits, and a regulatory liability for certain 
revenues associated with former MISO administrative charges, which continue to be collected via base rates. 
The approved base rate case settlement provided for MISO Schedule 10 expenses collected through base rates 
from May 1 , 2008 to February 6,2009, and any future adjustments to the MISO exit fee, to be established as a 
regulatory liability until the amounts can be amortized in future base rate cases. 

In November 2008, the FERC issued Orders in industry-wide proceedings relating to MISO RSG calculation 
and resettlement procedures. RSG charges are amounts assessed to various participants active in the MISO 
trading market which generally seek to compensate for uneconomic generation dispatch due to regional 
transmission or power market operational considerations, with some customer classes eligible for payments, 
while others may bear charges. The FERC Orders approved two requests for significantly altered formulas and 
principles, each of which the FERC applied differently to calculate RSG charges for various historical and 
future periods. KU and other parties have requested rehearing and a delay in any collection of RSG amounts. 
During January and February 2009, the FERC issued a deficiency letter in the proceeding relating to one prior 
Order, which delays collection of applicable RSG resettlements by the MISO pending further proceedings. 
Further developments in the RSG proceeding are expected to occur during 2009. Due to the numerous 
participants, complex principles at issue and changes from prior precedents, KU cannot predict the ultimate 
outcome of this matter. Based upon the recent FERC Orders, KU established a reserve during the fourth quarter 
of 2008, of less than $1 million relating to potential RSG resettlement costs for the period ended December 31, 
2008. 

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

FAC. KU’s retail rates contain an FAC, whereby increases and decreases in the cost of he1 for generation are 
reflected in the rates charged to retail customers. The FAC allows the Company to adjust customers’ accounts 
for the difference between the fbel cost component of base rates and the actual fuel cost, including 
transportation costs. Refunds to customers occur if the actual costs are below the embedded cost component. 
Additional charges to Customers occur if the actual costs exceed the embedded cost component. The amount of 
the regulatory asset or liability is the amount that has been under- or over-recovered due to timing or 
adjustments to the mechanism. 

The Kentucky Commission requires public hearings at six-month intervals to examine past fuel adjustments, 
and at two-year intervals to review past operations of the fuel clause and transfer of the then current fuel 
adjustment charge or credit to the base charges. 

In January 2009, the Kentucky Commission initiated a routine examination of KU’s FAC for the two-year 
period November 1 , 2006 through October 3 1 , 2008. A public hearing is scheduled in March 2009. An order is 
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In August 2008, the Kentucky Commission initiated a routine examination of KU’s FAC for the six-month 
period November 1,2007 through April 30,2008. The Kentucky Commission issued an Order in January 2009, 
approving the charges and credits billed through the FAC during the review period. 

In January 2008, the Kentucky Commission initiated a routine examination of KU’s FAC for the six-month 
period May 1,2007 through October 3 1 , 2007. The Kentucky Commission issued an Order in June 2008, 
approving the charges and credits billed through the FAC during the review period. 

In August 2007, the Kentucky Commission initiated a routine examination of KU’s FAC for the six-month 
period of November 1,2006 through April 30,2007. The Kentucky Commission issued an Order in January 
2008, approving the charges and credits billed through the FAC during the review period. 

In December 2006, the Kentucky Commission initiated its periodic two-year review of KU’s past operations of 
the fuel clause and transfer of fuel costs from the FAC to base rates for November 1,2004 through October 3 1, 
2006. In March 2007, the KIUC challenged KU’s recovery of approximately $5 million in aggregate fuel costs 
KTJ incurred during a period prior to its exit fiom the MIS0 and requested the Kentucky Commission disallow 
this amount. A public hearing was held in May 2007. In October 2007, the Kentucky Commission issued its 
Order approving the calculation and application of KU’s FAC charges and fuel procurement practices and 
indicated that KIT was in compliance With the provisions of Administrative Regulation 807 KAR 5:5056. The 
Kentucky Commission further approved KU’s recommendation for the transfer of fuel cost from the FAC to 
base rates. In November 2007, the W C  filed a petition for rehearing, claiming the Kentucky Commission 
misinterpreted the IUUC’s arguments in the proceeding. In the same month, the Kentucky Commission issued 
an Order denying the KIUC’s request for rehearing. An appeal was not filed by d e  IUIJC. 

In January 2003, the Kentucky Commission reviewed KIJ’s FAC for the six-month period ended October 3 I ,  
2001. The Kentucky Commission ordered IW to reduce its fuel costs for purposes of calculating its FAC by less 
than $ I million. At issue was the purchase of approximately 102,000 tons of coal from Western Kentucky 
Energy Corp., a non-regulated affiliate, for use at KU’s Ghent facility. The Kentucky Commission further 
ordered that an independent audit be conducted to examine operational and management aspects of both KU’s 
and LG&E’s fuel procurement functions. The final report’s recommendations, issued in February 2004, related 
to documentation and process improvements. Management Audit Action Plans were agreed upon by KU and the 
Kentucky Commission Staff in the second quarter of 2004, and resulted in Audit Progress Reports being filed by 
KU with the Kentucky Commission. In February 2007, the Kentucky Commission staff indicated that KU fully 
complied with all audit recommendations and that no fiuther reports are required. 

KU also employs an FAC mechanism for Virginia customers using an average fuel cost factor based primarily 
on projected fuel costs. The factor may be adjusted annually for over- or under-collections of he1 costs fkom the 
prior year. In February 2008, KU filed an application with the Virginia Commission seeking approval of a 
decrease in its fuel cost factor applicable during the billing period, April 2008 through March 2009. The 
Virginia Commission allowed the new rates to be in effect for the April 2008 customer billings. In April 2008, 
the Virginia Commission Staff recommended a change to the fuel factor KU filed in its application, to which 
KU has agreed. Following a public hearing and an Order in May 2008, the recommended change became 
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ECR. Kentucky law permits KU to recover the costs of complying with the Federal Clean Air Act, including a 
return of operating expenses, and a return of and on capital invested, through the ECR mechanism. The amount 
of the regulatory asset or liability is the amount that has been under- or over-recovered due to timing or 
adjustments to the mechanism. 

Kentucky Utilities Company (2) _ _ A  Resubmission I 1  

In February 2009, the Kentucky Commission approved a settlement agreement in the rate case which provides 
for an authorized return on equity applicable to the ECR mechanism of 10.63% effective with the March 2009 
expense month filing, which represents a slight increase over the current 10.50%. 

2008lQ4 

In January 2009, the Kentucky Commission initiated a six-month review for the period ending October 31, 
2008, of IW’s environmental surcharge. An order is anticipated in the second quarter of 2009. 

In June 2008, the Kentucky Commission initiated two six-month reviews for periods ending October 3 1,2007 
and April 30,2008, of KU’s environmental surcharge. The Kentucky Commission issued an Order in August 
2008, approving the charges and credits billed through the ECR during the review period and the rate of return 
on capital. 

In October 2007, KU met with the Kentucky Commission and other interested parties to discuss the status of the 
Ghent Unit 2 SCR construction. KU informed the Kentucky Commission that construction of the Ghent Unit 2 
SCR was not going to commence before the CCN expired in December 2007, due to a change in the economics 
for the project. The CCN expired in December 2007, and KU has delayed construction of the Ghent Unit 2 
SCR. 

In September 2007, the Kentucky Commission initiated six-month and two-year reviews for periods ending 
October 3 1,2006 and April 30,2007, respectively, of KU’s environmental surcharge. The Kentucky 
Commission issued a final Order in March 2008, approving the charges and credits billed through the ECR 
during the review periods, as well as approving billing adjustments, roll-in adjustments to base rates, revisions 
to the monthly surcharge filing and the rates of return on capital. 

Hurricane Ike. In September 2008, high winds ffom the remnants of Hurricane &e passed through the service 
territory causing significant outages and system damage. In October 2008, KIJ filed an application with the 
Kentucky Commission requesting approval to establish a regulatory asset, and defer for future recovery, 
approximately $3 million of expenses related to the storm restoration. In December 2008, the Kentucky 
Commission issued an Order allowing the Company to establish a regulatory asset of up to $3 million based on 
its actual costs for storm damages and service restoration due to Hurricane Re. 

FERC Jurisdictional Pension Costs. Pension costs of $3 million incurred by the Company allocated to its 
FERC jurisdictional ratepayers. The Company will seek recovery of this asset in the next FERC rate proceeding. 

Rate Case Expenses. KU incurred $1 million in expenses related to the development and support of the 2008 
Kentucky base rate case. The Kentucky Commission approved the establishment of a regulatory asset for these 

----III 
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CMRG and KCCS Contributions. In July 2008, KU and LG&E, along with Duke Energy Kentucky, Inc. and 
Kentucky Power Company, filed an application with the Kentucky Commission requesting approval to establish 
regulatory assets related to contributions to the CMRG for the development of technologies for reducing carbon 
dioxide emissions and the KCCS to study the feasibility of geologic storage of carbon dioxide. The filing 
companies proposed that these contributions be treated as regulatory assets to be deferred until recovery is 
provided in the next base rate case of each company, at which time the regulatory assets will be amortized over 
the life of each project: four years with respect to the KCCS and ten years with respect to the CIvlRG. KU and 
LG&E jointly agreed to provide less than $2 million over two years to the KCCS and up to $2 million over ten 
years to the CMRG. In October 2008, an Order approving the establishment of the requested regulatory assets 
was received and KU will seek rate recovery in the Company’s next base rate case. 

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

Pension and Postretirement Benefits. KU adopted SFAS No. 158, EmpZoyers ’Accounting for Defined Benefit 
Pension and Other Postretirement Plans, in 2006. This statement requires employers to recognize the 
over-funded or under-funded status of a defined benefit pension and postretirement plan as an asset or liability 
in the balance sheet and to recognize through other comprehensive income the changes in the funded status in 
the year in which the changes OCCUT. Under SFAS No. 7 1, KU can defer recoverable costs that would otherwise 
be charged to expense or equity by non-regulated entities. Current rate recovery in Kentiicky and Virginia is 
based on SFAS No. 87, Employers ’Accounting for Pensions, and SFAS No. 106, Employers ’ Accounting for 
Postretirement Benefits Other than Pensions, both of which were amended by SFAS No. 158. Regulators have 
been clear and consistent with their historical treatment of such rate recovery, therefore, the Company has 
recorded a regulatory asset representing the change in funded status of the pension and postretirement plans that 
is expected to be recovered. The regulatory asset will be adjusted annually as prior service cost and actuarial 
gains and losses are recognized in net periodic benefit cost. 

Deferred Income Taxes - Net. These regulatory assets and liabilities represent the hture revenue impact from 
the reversal of deferred income taxes required for unamortized investment tax credits, the allowance for funds 
used during construction and deferred taxes provided at rates in excess of currently enacted rates. 

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

In July 2007, KU and LG&E filed an application with the Kentucky Commission requesting an order approving 
enhanced versions of the existing DSM programs along with the addition of several new cost effective 
programs. The total annual budget for these programs is approximately $26 million, an increase over the 
previous annual costs of approximately $10 million. In March 2008, the Kentucky Commission issued an Order 
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approving the application, with minor modifications. KU and LG&E filed revised tariffs in April 2008, under 
authority of this Order, which were effective in May 2008. 

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

I l  200WQ4 

Other Regulatory Matters 

Storm Restoration. In January 2009, a significant winter ice storm passed through KU's service territory 
causing approximately 199,000 customer outages, followed closely by a severe wind storm in February 2009, 
causing approximately 44,000 customer outages. K.U currently estimates costs incurred o f  $66 million of 
expenses and $28 million of capital expenditures related to the restoration following the two storms. The 
Company expects to seek recovery of these costs fiom the Kentucky Commission. 

Utility Competition in Virginia. The Commonwealth of Virginia passed the Virginia Electric Utility 
Restructuring Act in 1999. This act gave customers the ability to choose their electric supplier and capped 
electric rates through December 201 0. KU subsequently received a legislative exemption from the customer 
choice requirements of this law. In April 2007, however, the Virginia General Assembly amended the Virginia 
Electric Utility Restructuring Act, thereby terminating this competitive market and commencing re-regulation of 
utility rates. The new act ended the cap on rates at the end of 2008. Pursuant to this legislation, the Virginia 
Commission adopted regulations revising the rules governing utility rate increase applications. As of January 
2009, a hybrid model of regulation is being applied in Virginia. Under this model, utility rates are reviewed 
every two years. KU's exemption from the requirements of the Virginia Electric Utility Restructuring Act in 
1999, however, discharges KU fi-om the requirements of the new hybrid model of regulation. In lieu of 
submitting an annual information filing, KU has the option of requesting a change in base rates to recover 
prudently incurred costs by filing a traditional base rate case. KU is also subject to other utility regulations in 
Virginia, including, but not limited to, the recovery of prudently incurred fuel costs through an annual fhel 
factor charge and the submission of integrated resource plans. 

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

TC2 CCN Application and Transmission Matters. A CCN application for construction of the new base-load, 
coal fired unit known as TC2, which will be Jointly owned by KU and LG&E, together with the M E A  and the 
IMPA, was approved by the Kentucky Commission in November ZOOS. 

CCN applications for two transmission lines associated with the TC2 unit were approved by the Kentucky 
Commission in September 2005 and May 2006. All regulatory approvals and rights of way for one transmission 
line have been obtained. 

The CCN for the remaining line has been challenged by certain Hardin County, Kentucky property owners. In 
August 2006, KU and LG&E obtained a successful dismissal of the challenge at the Franklin County circuit 
court, which ruling was reversed by the Kentucky Court of Appeals in December 2007, and the proceeding 
reinstated. The matter is currently before the Kentucky Supreme Court on a motion for discretionary review 
filed by RU and LG&E in May 2008. The motion, which seeks reversal of the appellate court decision and 
reinstatement of the circuit court dismissal of the challenge has not yet been ruled upon. 
LFERC -- FORM NO. 1 (ED. 12-88) Page 123.14 - I 



Name of Respondent 

Kentucky Utilities Company 

KU and LG&E continue to actively engage in settlement negotiations with the Hardin County property owners 
involved in the appeals of the condemnation proceedings. During the fourth quarter of 2008, KU and LG&E 
entered into settlements with certain Meade County landowners and obtained dismissals of prior litigation they 
had brought challenging the same transmission line. KU and LG&E are not currently able to predict the ultimate 
outcome and possible effects, if any, on the construction schedule relating to these transmission line approval 
and land acquisition proceedings. 
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Ghent FGD Inquiry. In October 2006, the Kentucky Commission comqenced an inquiry into elements of 
KU’s planned construction of one of its three new FGDs at the Ghent generating station. The proceeding 
requested, and the Company provided, additional information regarding configuration details, expenditures and 
the proposed construction sequence applicable to future construction phases of the Ghent FGD project. In 
January 2007, the Kentucky Commission issued an Order completing its inquiry in the matter and confirming its 
approval of KU’s construction plan. The Order also provided general guidance for jurisdictional utilities 
regarding applicable information and data requirements for future CCN applications and subsequent 
proceedings. 

Market-Based Rate Authority. In July 2006, the FERC issued an Order in KU’s market-based rate proceeding 
accepting KU’s fin-ther proposal to address certain market power issues the FERC had claimed would arise upon 
an exit from the MISO. In particular, the Company received permission to sell power at market-based rates at 
the interface of control areas in which it may be deemed to have market power, subject to a restriction that such 
power not be collusively re-sold back into such control areas. However, restrictions exist on sales by KU of 
power at market-based rates in the KU/LG&E and Big Rivers Electric Corporation control areas. In June 2007, 
the FERC issued Order No. 697 implementing certain reforms to market-based rate regulations, including 
restrictions similar to those previously in place for KU’s power sales at control area interfaces. Ln December 
2008, the FERC issued Order No. 697-I3 potentially placing additional restrictions on certain power sales 
involving areas where market power is deemed to exist. The Order is subject to a FERC rehearing process 
during which time the FERC has delayed implementation of the provisions relating to sales at interfaces. The 
Company cannot determine its ultimate impact at this time. As a condition of receiving and retaining 
market-based rate authority, KU must comply with applicable affiliate restrictions set forth in the FERC’s 
regulation. During September 2008, KU submitted a regular tri-annual update filing under market-based rate 
regulations and FERC review proceedings for such filing remain in progress. 

.- -- 
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Mandatory Reliability Standards. As a result of the EPAct 2005, certain formerly voluntary reliability 
standards became mandatory in June 2007, and authority was delegated to various RRVs by the NERC, which 
was authorized by the FERC to enforce compliance with such standards, including promulgating new standards. 
Failure to comply with mandatory reliability standards can subject a registered entity to sanctions, including 
potential fines of up to $1 million per day, as well as non-monetary penalties, depending upon the circumstances 
of the violation. KTJ is a member of the SERC, which acts as KU’s RRO. During May 2008, the SERC and KU 
agreed to a settlement involving penalties totaling less than $1 million related to KU’s February 2008 self-report 
concerning possible violations of certain existing mitigation plans relating to reliability standards. The SERC 
and KU are currently involved in settlement negotiations concerning a June 2008 self-report by KU relating to 
three other standards and an October 2008 self-report of a possible violation relating to an additional standard. 
SERC proceedings for these June and October self-reports are in the early stages and therefore the outcome is 
unable to be determined. Mandatory reliability standard settlements commonly include other non-penalty 
elements, including compliance steps and mitigation plans. Settlements with the SERC proceed to NERC and 
FERC review before becoming final. In December 2008, the SERC commenced a routine, periodic audit of KU 
and LG&E relating to certain designated reliability standards. This audit was completed during the first quarter 
of 2009 with no violations identified. While KU believes itself to be in compliance with the mandatory 
reliability standards, the Company cannot predict the outcome of other analyses, including on-going SERC or 
other reviews described above. 

XRP. Integrated resource planning regulations in Kentucky require major utilities to make triennial IRP filings 
with the Kentucky Commission. In April 2008, KU and LG&E filed their 2008 joint IRP with the Kentucky 
Commission. The IRP provides historical and projected demand, resource and financial data, and other 
operating performance and system information. The AG and the KrUC were granted intervention in the IRP 
proceeding. During September 2008, KU and LG&E responded to public comments and they are awaiting the 
Kentucky Commission staff report which will close this proceeding. KU and LG&E are not able to predict 
W h e r  proceedings at this time. 

P m C A  2005. E.ON, KU’s ultimate parent, is a registered holding company under PUHCA 2005. E.ON, its 
utility subsidiaries, including KU, and certain of its non-utility subsidiaries, are subject to extensive regulation 
by the FERC with respect to numerous matters, including: electric utility facilities and operations, wholesale 
sales of power and related transactions, accounting practices, issuances and sales of securities, acquisitions and 
sales of utility properties, payments of dividends out of capital and surplus, financial matters and inter-system 
sales of non-power goods and services. KU believes that it has adequate authority (including financing 
authority) under existing FERC orders and regulations to conduct its business and will seek additional 
authorization when necessary. 

EPAct 2005. The EPAct 2005 was enacted in August 2005. Among other matters, this comprehensive 
legislation contains provisions mandating improved electric reliability standards and performance; granting 
enhanced civil penalty authority to the FERC; providing economic and other incentives relating to transmission, 
pollution control and renewable generation assets; increasing funding for clean coal generation incentives; 
repealing the Public Utility Holding Company Act of 1935; enacting PUHCA 2005 and expanding FERC 
jurisdiction over public utility holding companies and related matters via the Federal Power Act and PUHCA 
2005. 
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In February 2006, the Kentucky Commission initiated an administrative proceeding to consider the requirements 
of the EPAct 2005, Subtitle E Section 1252, Smart Metering, which concerns time-based metering and demand 
response, and Section 1254, Interconnections. EPAct 2005 requires each state regulatory authority to conduct a 
formal investigation and issue a decision on whether or not it is appropriate to implement certain Section 1252, 
Smart Metering standards within eighteen months after the enactment of EPAct 2005 and to commence 
consideration of Section 1254, Interconnection standards within one year after the enactment of EPAct 2005. 
Following a public hearing with all Kentucky jurisdictional electric utilities, in December 2006, the Kentucky 
Commission issued an Order in this proceeding indicating that the EPAct 2005 Section 1252, Smart Metering 
and Section 1254, Interconnection standards should not be adopted. However, all five Kentucky Comission 
jurisdictional utilities are required to file real-time pricing pilot programs for their large commercial and 
industrial customers. KU developed a real-time pricing pilot for large industrial and commercial customers and 
filed the details of the plan with the Kentucky Commission in April 2007. Data discovery concluded in July 
2007, and no parties to the case requested a hearing. In February 2008, the Kentucky Commission issued an 
Order approving the real-time pricing pilot program proposed by KU for implementation within approximately 
eight months, for its large commercial and industrial customers. The tariff was filed in October 2008, with an 
effective date of December 1 , 2008. KU will fiIe annual reports on the program within 90 days of each plan 
year-end for the 3-year pilot period. 

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

Home Energy Assistance Program. In July 2007, KU filed an application with the Kentucky Commission for 
the establishment of a new Home Energy Assistance program. During September 2007, the Kentucky 
Commission approved the new five-year program as filed, effective in October 2007. The program terminates in 
September 2012, and is fimded through a $0.10 per month meter charge. Effective February 6,2009, as a result 
of the settlement agreement in the 2008 base rate case, the program is funded through a $0.15 per month meter 
charge. 

Collection Cycle Revision. As part of the base rate case filed on July 29,2008, LG&E proposed to change the 
due date for customer bill payments from 15 days to 10 days to align its collection cycle with KIJ. In addition, 
KU proposed to include a late payment charge if payment is not received within 15 days fkom the bill issuance 
date to align with LG&E. The settlement agreement approved in the rate case in February 2009, changed the due 
date for customer bill payments to 12 days after bill issuance for both KU and LG&E, and KU will implement a 
late payment charge if payment is not received within 15 days fiom the bill issuance date. 

1 

Depreciation Study. In December 2007, KU filed a depreciation study with the Kentucky Commission as 
required by a previous Order. An adjustment to the depreciation rates is dependent on an order being received 
fi-om the Kentucky Commission. In July 2008, KU filed a motion to consolidate fhe procedural schedule of the 
depreciation study with the application for a change in base rates. In August 2008, the Kentucky Commission 
issued an Order consolidating the depreciation study with the base rate case proceeding. The settlement 
agreement in the rate case established new depreciation rates effective February 2009. KU also filed the 
depreciation study with the Virginia Commission, but has not requested formal review and approval of the 

1 .-- - 
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depreciation rates from the Virginia Commission. Such a review will take place either during KU's next base 
rate case in Virginia or when KU makes a formal application to the Virginia Cornmission for approval of the 
proposed rates. 
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Brownfield Development Rider Tariff. In March 2008, KTJ received Kentucky Commission approval for a 
Brownfield Development Rider, which offers a discounted rate to electric customers who meet certain usage and 
location requirements, including taking new service at a brownfield site, as certified by the appropriate 
Kentucky state agency. The rider would permit special contracts with such customers which provide for a series 
of declining partial rate discounts over an initial five-year period of a longer service arrangement. The tariff is 
intended to promote local economic redevelopment and efficient usage of utility resources by aiding potential 
reuse of vacant brownfield sites. 

Interconnection and Net Metering Guidelines. In May 2008, the Kentucky Commission on its own motion 
initiated a proceeding to establish interconnection and net metering guidelines in accordance with amendments 
to existing statutory requirements for net metering of electricity. The jurisdictional electric utilities and 
intervenors in this case presented proposed interconnection guidelines to the Kentucky Commission in October 
2008. In a January 2009 Order, the Kentucky Commission issued the Interconnection and Net Metering 
Guidelines - Kentucky that were developed by all parties to the proceeding. KU does not expect any impact as a 
result of this Order. KU shall file revised net metering tariffs and application forms within ninety days of the 
Order to comply with the new guidelines. 

EISA 2007 Standards. In November 2008, the Kentucky Commission initiated an administrative proceeding 
to consider new standards as a result of the Energy Independence and Security Act of 2007 ("EISA 2007"), part 
of which amends the Public Utility Regulatory Policies Act of 1978 ("PURPA"). There are four new PURPA 
standards and one non-PURPA standard applicable to electric utilities. The proceeding also considers two new 
PURPA standards applicable to natural gas utilities. EISA 2007 requires state regulatory commissions and 
nonregulated utilities to begin consideration of the rate design and smart grid investments no later than 
December 19,2008 and to complete the consideration by December 19,2009. 

Note 3 - Financial Instruments 

The cost and estimated fair values of KTJ's non-trading fmancial instruments as of December 3 1 follow: 
2008 -- 2007 

Carrying Fair Carrying Fair 
(in millions) Value Value Value Value 

Long-term debt from affiliate $ 1,181 $ 1,117 $ 931 $ 996 
Long-term debt $ 351 $ 349 $ 333 !$ 333 

The long-term debt valuations reflect prices quoted by dealers. The fair value of the long-term debt from 
affiliate is determined using an internal valuation model that discounts the future cash flows of each loan at 
current market rates. The current market rates are determined based on quotes fiorn investment banks that are 
actively involved in capital markets far utilities and factor in KU's credit ratings and default risk. The fair 
values of cash and cash equivalents, accounts receivable, cash surrender value of key man life insurance, 
accounts payable and notes payable are substantially the same as their carrying values. 
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KU is subject to the risk of fluctuating interest rates in the normal course of business. IW’s policies allow the 
interest rate risk to be managed through the use of fixed rate debt, floating rate debt and interest rate swaps. At 
December 31,2008, a 100 basis point change in the benchmark rate on KU’s variable rate debt would impact 
pre-tax interest expense by $3 million annually. Although KU’s policies allow for the use of interest rate swaps, 
as of December 31,2008, KU had no interest rate swaps outstanding. 
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Energy Trading and Risk Management Activities. KU conducts energy trading and risk management 
activities to maximize the value of power sales from physical assets it owns. Energy trading activities are 
principally forward financial transactions to manage price risk and are accounted for as non-hedging derivatives 
on a mark-to-market basis in accordance with SFAS No. 133, as amended. 

Name of Respondent This Report is: Date of Report 

Energy trading and risk management contracts are valued using prices based on active trades on the 
Intercontinental Exchange (“ICE”). In the absence of a traded price, midpoints of the best bids and offers will be 
the primary determinants of valuation. When sufficient trading activity is unavailable, other inputs can include 
prices quoted by brokers or observable inputs other than quoted prices, such as one-sided bids or offers, as of 
the balance sheet date. Using these valuation methodologies, these contracts are considered level 2 based on 
SFAS No. 157 measurement criteria. Quotes are verified quarterly using an independent pricing source of actual 
transactions. Quotes for combined off-peak and weekend timehmes are allocated between the two timefi-ames 
based on their historical proportional ratios to the integrated cost. No other adjustments are made to the forward 
prices. 

YearlPeriod of Report 

No changes to valuation techniques for energy trading and risk management activities occurred during 2008 or 
2007. Changes in market pricing, interest rate and volatility assumptions were made during both years. All 
contracts outstanding at December 3 1 , 2008 and 2007, had a maturity of less than one year and were considered 
to be in a liquid market. 

KU maintains policies intended to minimize credit risk and revalues credit exposures daily to monitor 
compliance with those policies. At December 3 1 , 2008, 100% of the trading and risk management commitments 
were with counterparties rated BBB-Baa3 equivalent or better. KU has reserved against counterparty credit risk 
based on the counterparty’s credit rating and applying historical default rates within varying credit ratings over 
time provided by S&P or Moody’s. At December 3 1 , 2008 and 2007, counterparty credit reserves were less than 
$1 million. 

KU manages the price volatility of its forecasted electric wholesale sales with the sales of market-traded electric 
forward contracts. Hedge accounting treatment has not been elected for these transactions, and therefore gains 
and losses are shown in the statements of income. Unrealized gains and losses are included in other expense - 
net, whereas realized gains and losses are included in operating revenues. Unrealized losses were $1 million and 
unrealized gains were less than $1 million in 2008 and 2007, respectively. Realized gains and losses were less 
than $1 million in 2008 and 2007. 

Effective January 1,2008, KU adopted the required provisions of SFAS No. 157, excluding the exceptions 
related to nonfinancial assets and liabilities, which will be adopted effective January 1,2009, consistent with 
FASB Staff Position 157-2. KU has classified the applicable financial assets that are accounted for at fair value 
into the three levels of the fair value hierarchy, as defined by SFAS No. 157. 
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The following table sets forth by level within the fair value hierarchy KU’s financial assets that were accounted 
for at fair value on a recurring basis as of December 3 1,2008. Cash collateral related to the energy trading and 
risk management contracts totals less than $1 million, is categorized as restricted cash and is a level 1 
measurement based on the funds being held in liquid accounts. Liabilities accounted for at fair value total less 
than $1 million and use level 2 measurements. There are no level 3 measurements for this period. 

__.- 
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Recurring Fair Value Measurements (in millions) Level 1 Level 2 Total 
Financial Assets: 

$ $ 1 $ 1 
$ $ 1 $ 1 

- Energy trading and risk management contracts ~- - -.- Total Financial Assets 

Note 4 - concentrations of Credit and Other Risk 

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

KU’s customer receivables and revenues arise from deliveries of electricity to approximately 508,000 customers 
in over 600 communities and adjacent suburban and rural areas in 77 counties in central, southeastern and 
western Kentucky, to approximately 30,000 customers in 5 counties in southwestern Virginia and 5 customers 
in Tennessee. For the years ended December 3 1,2008 and 2007,100% of total revenue was derived from 
electric operations. During 2008, KU’s 10 largest customers accounted for less than 10% of electric volumes. 

Effective August 1,2006, KU and its employees represented by the D E W  Local 2100 entered into a new 
three-year collective bargaining agreement. The new agreement provides for negotiated increases or changes to 
wages, benefits or other provisions and for annual wage re-openers. Wage re-openers were negotiated and 
agreed to in July 2007 and July 2008. KU and employees represented by the USWA hcal9447-01 entered into 
a three-year collective bargaining agreement in August 2008. The new agreement provides for negotiated 
increases or changes to wages, benefits or other provisions and for annual wage re-openers. The employees 
represented by these two bargaining units comprise approximately 16% of KU’s workforce at December 3 I, 
2008. 

Note 5 - Pension and Other Postretirement Benefit Plans 

ICU employees benefit fiom bath fimded and unhnded non-contributory defined benefit pension plans and other 
postretirement benefit plans that together cover employees hired by December 31,2005. Employees hired after 
this date participate in the Retirement Income Account (‘RIA”), a defined contribution plan. The Company 
makes an annual lump sum contribution to the RIA, based on years of service and a percentage of covered 
compensation. The health care plans are contributory with participants’ contributions adjusted annually. KU 
uses December 3 1 as the measurement date for its plans. 

Obligations and Funded Status. The following tables provide a reconciliation of the changes in the plans’ 
benefit obligations and fair value of assets over the two-year period ending December 3 1,2008, and a statement 
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of the funded status as of December 3 1 for KU’s sponsored defined benefit plans: 
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Pension Benefits 
(in millions) 

2008 2007 
_-_I__. 

Change in benefit obligation 
Benefit obligation at beginning of year 

Service cost 
Interest cost 
Benefits paid, net of retiree contributions 
Actuarial (gain)/lass and other 

Benefit obligation at end of year 

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

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

Fair value of plan assets at end of year 

Funded status at end of year 

$ 284 $ 303 
5 6 

18 17 
(18) (1 9) 

-- 17 -_ (23) 
$ 306 $ 284 

$ (123) $ (20) 

Other Postretirement 
Benefits 

2007 --- 2008 

$ 76 $ 88 
1 2 
5 5 

(3) ( 5 )  
(4) 

$ 75 $ 90 
- 

$ 13 $ 12 

5 6 
(3) 

(3) ( 5 )  

- 

$ (63) $ (77) 

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

(in millions) 

Regulatory assets 

0 ther Postretirement 
Pension Benefits Benefits 

2007 -- 2007 2008 - 2008 

$ 137 $ 37 $ (10) $ (9) 
Accrued benefit liability (non-current) (123) (20) (63) (63) 

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

(in millions) 

Benefit obligation 
Accumulated benefit obligation 
Fair value ofplan assets 

0 ther Postretirement 
-_.I.__ - Pension Benefits Benefits 

I------_. 

2008 20 07 2008 2007 
$ 306 $ 284 $ 75 $ 76 

261 24 3 - 
183 264 12 13 
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For discussion of the pension and postretirement regulatory assets, see Note 2, Rates and Regulatory 
Matters. 
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Components of Net Periodic Benefit Cost. The following tables provide the components of net periodic 
benefit cost for pension and other postretirement benefit plans. The tables include the costs associated with both 
KTJ employees and E O N  U.S. Services’ employees, who are providing services to the utility. The E.ON U.S. 
Services’ costs that are allocated to KU are approximately 46% and 45% of E.ON U.S. Services’ total cost for 
2008 and 2007, respectively. 

(m millions) 

Service cost 
Interest cost 
Expected return on plan 

Amortization ofprior 

Amortization of  actuarial 

Benefit cost at end of 

assets 

service costs 

loss 

year 

Service cost 
Interest cost 
Expected return on plan 

Amortization of 

Benefit cost at end of 

assets 

transitional obligation 

year 

Pension Benefits 
Servco 

A lk, c ation To tal 
K ‘iJ to K U  KU KU 

2008 2008 2007 2008 
$ 6 $  4 $ 1 0 $  6 

18 6 24 17 

- - . ~  
-.- 

S ervco 

to KU 
2007 

Allocation Total 
KU 

2007 
--- 
- 

$ 4 $ 10 
5 22 

1 1 2 1 1 2 

- - 2 1 3 

$ 4 $  6 $ 1 0 $  S $  6 $ 11 

Other Postretirement Benefits 

Servco S ervco 
Allocation Total Allocation Total 

IC u to KTJ KU KU to K U  IC U 
2008 20 08 2008 2007 -- 2007 2007 

$ 1 $  1 $  2 $  1 $  1 $ 2  
5 5 5 5 - 

- - 1 1 1 - - 1 

The assumptions used in the measurement of KU’s pension benefit obligation are shown in the following table: 
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Weighted-average assumptions as of December 3 1 : 
Discount rate 
Rate of compensation increase 

6.25% 6.66% 
5.25% 5.25% 

The discount rates were determined by the December 29,2008, Mercer Pension Discount Yield Curve. These 
discount rates were then lowered by 2 basis points for the average change in 4 bond indices, Citigroup High 
Grade Credit Index M A A  10+ years, Lehman Brothers US AA Long Credit, Merrill Lynch US Corporate 
AA-AAA rated 10+ years and Merrill Lynch US Corporate AA rated 15+ years, for the period fiom December 
29,2008 to December 3 1,2008. 

The assumptions used in the measurement of KU’s net periodic benefit cost are shown in the following table: 

Discount rate 
Expected long-term return on plan assets 
Rate of compensation increase 

2008 2007 
6.66% 5.96% 
8.25% 8.25% 
5.25% 5.25% 

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

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

A 1% change in the assumed discount rate could have an approximate $3 1 million positive or 
negative impact to the 2008 accumulated benefit obligation and an approximate $42 million 
positive or negative impact to the 2008 projected benefit obligation. 
A 25 basis point change in the expected rate of retum on assets would have an approximate $1. 
million positive or negative impact on 2008 pension expense. 

Assumed Health care Cost Trend Rates. For measurement purposes, an 8% annual increase in the per capita 
cost of covered health care benefits was assumed for 2008. The rate was assumed to decrease gradually to 5% 
by 2016 and remain at that level thereafter. 

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. 
A 1% change in assumed health care cost trend rates would have resulted in an increase or decrease of less than 
$1 million on the 2008 total of service and interest costs components and an increase or decrease of $4 million 
in year-end 2008 postretirement benefit obligations. 

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

(in millions) Benefits Benefits 
2009 $ 18 $ 7 
2010 18 7 
201 1 17 7 
2012 17 7 
2013 17 7 
2014- 18 94 39 

Medicare 
Subsidy 
Receipts 

$ 1  

1 
- 

1 
3 

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

Pension PL_ans Target Range 2008 2007 
Equity securities 45% - 75% 55% 57% 
Debt securities 30% - SO% 43 43 
Other 
Totals 

- ~- 0% - 10% 2 
100% 100% 

The investment policy of the pension plans was developed in conjunction with financial consultants, investment 
advisors and legal counsel. The goal of the investment policy is to preserve the capital of the fund and maximize 
investment earnings. The return objective is to exceed the benchmark return for the policy index comprised of 
the following: Russell 3000 Index, MSCI-EAFE Index, Lehman Aggregate and Lehman U.S. Long 
GovementKredit Bond Index in proportions equal to the targeted asset allocation. 

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

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

In addition, the overall fixed income portfolio may have an average weighted duration, or interest rate 
sensitivity which is within +/- 20% of the duration of the overall fixed income benchmark. Foreign bonds in the 
aggregate shall not exceed 10% of the total fund. The portfolio may include a limited investment of up to 20% 
in below investment grade securities provided that the overall average portfolio quality remains “AA” or better. 
The below investment grade securities include, but are not limited to, mediurn-tenn notes, corporate debt, 
non-dollar and emerging market debt and asset backed securities. The cash investments should be in securities 
that either are of short maturities (not to exceed 180 days) or readily marketable with modest risk. 
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Derivative securities are permitted only to improve the portfolio’s riskheturn profile, to modify the portfolio’s 
duration or to reduce transaction costs and must be used in conjunction with underlying physical assets in the 
portfolio. Derivative securities that involve speculation, leverage, interest rate anticipation, or any undue risk 
whatsoever are not deemed appropriate investments. 
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The investment objective for the postretirement benefit plan is to provide current income consistent with 
stability of principal and liquidity while maintaining a stable net asset value of $1 .OO per share. The 
postretirement fiinds are invested in a prime cash money market h d  that invests primarily in a portfolio of 
short-term, high-quality fixed income securities issued by banks, corporations and the U.S. government. 

Contributions. KU made a discretionary contribution to the pension plan of $13 million in January 2007. In 
addition, contributions to other postretirement benefit plans of $5 million and $6 million were made in 2008 and 
2007, respectively. The amount of future contributions to the pension plan will depend upon the actual return on 
plan assets and other factors, but the Company funds its pension obligations in a manner consistent with the 
Pension Protection Act of 2006. In 2009, KU anticipates making voluntary contributions to fund Voluntary 
Employee Beneficiary Association trusts to match the annual postretirement expense and funding the 40101) 
plan up to the maximum amount allowed by law. 

Pension Legislation. The Pension Protection Act of 2006 was enacted in August 2006. New rules regarding 
funding of defined benefit plans are generally effective for plan years beginning in 2008. Among other matters, 
this comprehensive legislation contains provisions applicable to defined benefit plans which generally (i) 
mandate full funding of current liabilities within seven years; (ii) increase tax-deduction levels regarding 
contributions; (iii) revise certain actuarial assumptions, such as mortality tables and discount rates; and (iv) raise 
federal insurance premiums and other fees for under-funded and distressed plans. The legislation also contains a 
number of provisions relating to defined-contribution plans and qualified and non-qualified executive pension 
plans and other matters. The Company has monitored developments regarding the Act and has made a number 
of elections to comply. 

Thrift Savings Plans. KU has a thrift savings plan under section 401(1c) of the Internal Revenue Code. Under 
the plan, eligible employees may defer and contribute to the plan a portion of current compensation in order to 
provide future retirement benefits. KU makes contributions to the plan by matching a portion of the employee 
contributions. The costs of this matching were $3 million and $2 million for 2008 and 2007, respectively. 

KIJ also makes contributions to retirement income accounts within its thrift savings plans for certain employees 
not covered by its noncontributory defined benefit pension plans. These employees consist mainly of those 
hired after December 3 1,2005. KU makes these contributions based on years of service and the employees’ 
wage and salary levels, and it makes them in addition to the matching contributions discussed above. The 
amounts contributed by KU under this arrangement equaled less than $1 million in 2008 and in 2007. 

Note 6 - Income Taxes 

A United States consolidated income tax return is filed by E.ON U.S.’s direct parent, E.ON US Investments 
Corp., for each tax period. Each subsidiary of the consolidated tax group, including KU, calculates its separate 
income tax for each period. The resulting separate-return tax cost or benefit is paid to or received from the ---- --- 
LFERC FORM NO. I (ED. 12-88) Page 123.25 -= - 



- 
Name of Respandent This Report is: Date of Report Yeadperiod of Report 

(I) An Original (Mo, Da, Yr) 
Kentucky Utilities Company (2) - A Resubmission I 1  20081Q4 
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parent company or its designee. K U  also files income tax returns in various state jurisdictions. WhiIe the federal 
statute of limitations related to 2005 and later years are open, Revenue Agent Reports for 2005-2007 have been 
received &om the IRS, effectively closing these years to additional audit adjustments. Adjustments made by the 
IRS for the 2005-2006 tax years were recorded in the 2008 financial statements. The tax year 2007 return was 
examined under an IRS pilot program named “‘Compliance Assurance Process” (“CAP”). This program 
accelerates the IRS’s review to begin during the year applicable to the return and ends 90 days after the return is 
filed. KU had no adjustments for the 2007 filed federa1 income tax return. The tax year 2008 return is also being 
examined under the CAP program. 

KU adopted the provisions of FIN 48, Accounting for Uncertainty in Income Tares, an Interpretation of SFAS 
No. 109, effective January I, 2007. At the date of adoption, KU had less than $1 million of unrecognized tax 
benefits, primarily related to federal income taxes. If recognized, the amount of unrecognized tax benefits would 
reduce the effective income tax rate. Additions and reductions of uncertain tax positions during 2008 and 2007 
were less than $1 million. Possible amounts of uncertain tax positions for KU that may decrease within the next 
12 months total less than $1 million and are based on the expiration of the audit periods as defined in the 
statutes. 

Interest and penalties, if any, are recorded as operating expenses on the income statement and accrued expenses 
on the balance sheet. The amount KU recognized as interest expense and interest accrued related to 
unrecognized tax benefits was less than $1 million as of December 3 1,2008 and 2007. The interest accrued is 
based on IRS and Kentucky Department of Revenue large corporate interest rates for underpayment of taxes. At 
the date of adoption, KU accrued less than $1 million in interest expense on uncertain tax positions. No 
penalties were accrued by KU upon adoption of FIN 48, or through December 31,2008. 

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

(in millions) 
Current - federal 

Deferred - federal - net 

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

- state 

- state - net 

Current federal income tax expense increased and investment tax credit - deferred decreased primarily due to 
claiming $1 8 million less in investment tax credits in 2008. These investment tax credits are discussed fiu-ther 
below. Current state income tax decreased due to coal credits claimed in 2008. Defened federal income tax 
decreased due to adjusting prior year estimates to actual based on the filed tax return. 

Tn June 2006, ICU and LG&E filed ajoint application with the U.S. Department of Energy (“DOE”) requesting 
certification to be eligible for investment tax credits applicable to the construction of TC2. In November 2006, 
the DOE and the R S  announced that KU and LG&E were selected to receive the tax credit. A final JRS 
certification required to obtain the investment tax credit was received in August 2007. In September 2007, KU 
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received an Order from the Kentucky Commission approving the accounting of the investment tax credit. KU’s 
portion of the TC2 tax credit will be approximately $100 million over the construction period and will be 
amortized to income over the life of the related property beginning when the facility is placed in service. Based 
on eligible construction expenditures incurred, KU recorded investment tax credits of $25 million and $43 
million in 2008 and 2007, respectively, decreasing current federal income taxes. In addition, a full depreciation 
basis adjustment is required for the amount of the credit. The income tax expense impact of this adjustment will 
begin when the facility is placed in service. 

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

In March 2008, certain environmental and preservation groups filed suit in federal court in North Carolina 
against the DOE and IRS claiming the investment tax credit program was in violation of certain environmental 
laws and demanded relief, including suspension or termination of the pragam. In August 2008, the plaintiffs 
submitted an amended complaint alleging additional claims for relief In November 2008, the Court dismissed 
the suit; however, the plaintiffs filed a motion for reconsideration. The Company is not currently a party to this 
proceeding and is not able to predict the ultimate outcome of this matter. 

Kentucky Ufilities Company 

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

(2) -A Resubmission I t  20081114 

(in millions) 2008 _I_ 2007 
Deferred tax liabilities: 

Depreciation and other plant-related items $ 284 $ 292 
Regulatory assets and other 40 40 

324 332 Total deferred tax liabilities --. 

Deferred tax assets: 
Income taxes due to customers 
Pensions and related benefits 
Liabilities and other 
Total deferred tax assets 

Net deferred income tax liability 

Balance sheet classification 
Current assets 
Non-.current liabilities 

Net deferred income tax liability 

6 9 
19 17 
22 23 
47 49 

$ 277 $ 283 

$ 277 $ 283 -- 
KU expects to have adequate levels of taxable income to realize its recorded deferred tax assets. 

A reconciliation of differences between the statutory U.S. federal income tax rate and KU’s effective income tax 
rate follows: 
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2008 
35.0 % 
2.6 

(0.2) 
Qualified production activities deduction (1.1) 

(0.1) 

Statutory federal income tax rate 
State income taxes, net of federal benefit 
Reduction of income tax reserve 

Dividends received deduction related to EEI investment (4.2) 
Amortization of investment tax credits 
Other differences 
Effective income tax rate 

State income taxes, net of federal benefit decreased due to state coal credits received in 2008. KU’s effective 
income tax rate also decreased in 2008 as a result of increased dividends from its investment in EEL 

Note 7 - Long-Term Debt 

As of December 3 I, 2008 and 2007, long-term debt consists primarily of pollution control bonds and long-term 
loans from affiliated companies as summarized below. 

Stated Principal 
(in millions) Interest Rates Maturities Amounts 
Outstanding at December 31,2008 Variable - 7.035% 201 0-2037 $1,532 
Outstanding at December 3 1,2007 Variable - 6.33% 2010-2037 $1,264 

Pollution control series bonds are obligations of RU issued in connection with tax-exempt pollution control 
revenue bonds issued by various governmental entities, principally counties in Kentucky. A loan agreement 
obligates ICU to make debt service payments to the county that equate to the debt service due fiom the county on 
the related pollution control revenue bonds. tlntil a series of financing transactions was completed during 
February 2007, the coiinty’s debt was also secured by an equal amount of KU’s first mortgage bonds that were 
pledged to the trustee for the pollution control revenue bonds that match the terms and conditions of the 
county’s debt, but require no payment of principal and interest unless the Company defaults on the loan 
agreement. Subsequent to February 2007, the loan agreement is an unsecured obligation of KU. Proceeds from 
bond issuances for environmental equipment (primarily related to the installation of FGDs) were held in tnist  
pending expenditure for qualifyrng assets. At December 3 1 2008, and 2007, ICU had $9 million and $1 1 
million, respectively, of bond proceeds in trust, included in restricted cash in the balance sheets. 

Several of the pollution control bonds are or were insured by monoline bond insurers whose ratings have been 
under pressure due to exposures relating to insurance of sub-prime mortgages. At December 31,2008, KU had 
an aggregate $35 1 million of outstanding poIlution control indebtedness, of which $96 million is in the form of 
insured auction rate securities wherein interest rates are reset every 35 days via an auction process. Beginning in 
late 2007, the interest rates on these insured bonds began to increase due to investor concerns about the 
creditworthiness of the bond insurers. In 2008, interest rates have continued to increase, and the Company has 
experienced “failed auctions” where there are insufficient bids for the bonds. When there is a failed auction, the 
interest rate is set pursuant to a formula stipulated in the indenture which can be as high as 15%. During 2008 
and 2007, the average rate on the auction rate bonds was 4.50% and 3.96%’ respectively. The instruments 
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Mercer County 2000 Series A (1 ) 
Carroll County 2002 Series C 
Carroll County 2004 Series A (1 ) 
Carroll County 2005 Series A (2) 
Carroll County 2005 Series B (2) 
Can01 COW 2006 Series A (2) 
Canon Caunty2006 Series B (1) 
Carron Comty 2006 S erks C (2) . 
C a r d  County 2007 Series A 
Trimble County 2007 Series A 
Carroll County 2008 Series A (3) 

Name of Responieni This Report is: 

PrJncipal 

$ 13 
$ 96 
$ 50 
$ 13 
$ 13 
$ 17 
$ 54 
$ 17 
$ 18 
$ 9  
$ 78 

Date of Report Yeadperiod of Report 

Moody's S&P 
201)8 2007 

Aaa Aaa 
A2 Aaa 
Aaa Aaa 

Aaa 
Aaa 
h a  

h a  Aaa 
Aaa 

A2 h a  
A2 h a  
Aaa 

-- 2008 2007 

AA-t AAA 
A AAA 
AA+ AAA 

- AAA 
- AAA 
- AAA 

AA+ AAA 
- AAA 
A PLkA 
A AAA 
AA+ - 

(1) Bonds restructured in December 2008, and enhanced by letter of credit. Bond insurance terminated upon 
restructuring. 
(2) Bonds defeased in October 2008. Proceeds combined with new bond allocation of $1 8 million to create new 
bond issue of $78 million without insurance enhancement. 
(3) Bond issued in October 2008, without insurance enhancement. Bond restructured in December 2008, and 
enhanced by letter of credit. 

In February 2008, KU issued a notice to bondholders of its intention to convert the Carroll County 2007 Series 
A bond and the Trimble County 2007 Series A bond from the auction rate mode to a fixed interest rate mode, as 
permitted under the loan documents. These conversions were completed in April 2008, and the new rates on the 
bonds are 5.75% and 6.00%, respectively. 

In March 2008, KIJ issued notices to bondholders of its intention to convert the Carroll County 2006 Series C 
bond and the Mercer County 2000 Series A bond from the auction rate mode to a weekly interest rate mode, as 
permitted under the loan documents. The Carroll County conversion was completed in April 2008, and the 
Mercer County conversion was completed in May 2008. In connection with these conversions, KU purchased 
the bonds from the remarketing agent. In October 2008, the Carroll County 2006 Series C bond, along with the 
Carroll County 2005 Series A and €3 and Carroll County 2006 Series A bonds, were defeased. 

In June 2008, KU issued notices to bondholders of its intention to convert the Carroll County 2004 Series A 
bond fi-om the auction rate mode to a weekly interest rate mode, as permitted under the loan documents. The 
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conversion was completed in July 2008. In connection with the conversion, KU purchased the bond from the 
remarketing agent. 

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

I /  2008lQ4 

Tn November 2008, KIJ issued notices to bondholders of its intention to convert the Carroll County 2006 Series 
B and Carroll County 2008 Series A bonds from the auction rate mode to a weekly interest rate mode, as 
permitted under the loan documents. The conversion was completed in December 2008. In connection with the 
conversions, the bond insurance policy associated with the bonds was terminated and replaced with letters of 
credit. 

In December 2008, ICU remarketed the Mercer County 2000 Series A and Carroll County 2004 Series A bonds. 
In connection with the conversions, the band insurance policy associated with the bonds was terminated and 
replaced with letters of credit. 

As of December 3 1,2008, K.U had no remaining repurchased bonds. KU refinanced and remarketed $63 million 
and refinanced $17 million of pollution control bonds that had been previously repurchased by the Company. 

All of KU’s first mortgage bonds were released and terminated in February 2007. Only the tax-exempt pollution 
control revenue bonds issued by the counties remain. Under the provisions fox certain of KU’s variable-rate 
pollution control bonds, the bonds are subject to tender for purchase at the option of the holder and to 
mandatory tender for purchase upon the occurrence of certain events. The average annualized interest rate for 
these bonds during 2008 and 2007 was 1.75% and 3.72%, respectively. 

Redemptions and maturities of long-term debt for 2008 and 2007 are summarized below: 

($ in millions) 
-__ Year Description 
2008 Pollution control bonds 
2008 Pollution control bonds 
2008 Pollution control bonds 
2008 Pollution control bonds 
2007 Pollution control bonds 
2007 First mortgage bonds 

Principal 
Amount 

$ 13 
$ 13 
$ 17 
$ 17 
$ 54 
$ 54 

Securedl 
Unsecured Maturity 

Variable Secured 2035 
Variable Secured 2035 
Variable Secured 2036 
Variable Secured 2036 
Variable Secured 2024 

7.92% Secured 2007 
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Issuances of long-term debt for 2008 and 2007 are summarized below: 

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

I I  2008lQ4 

($ in millions) 
- Year Description 
2008 Due to Fidelia 
2008 Pollution control bonds 
2008 Due to Fidelia 
2008 Due to Fidelia 
2008 Due to Fidelia 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 

Principal 
Amount 
$ 7s 
$ 78 
$ 50 
$ 50 
$ 75 
$ 54 
$ 18 
$ 9  
$ 53 
$ 75 
$ so 
$ 100 
$ 70 
$ 100 

Raga 
7.035% 
Variable 
6.16% 
5.645% 
5.85% 

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

Secured,' 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
IJnsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 
Unsecured 

Maturity 
2018 
2032 
2018 
2018 
2023 
2034 
2026 
2037 
2022 
2037 
2017 
2028 
2019 
2014 

I ~ I  October 2008, KU issued Carroll. County 2008 Series A tax exempt bond in the amount of $78 million. The 
new bond matures on February 1,2032, and bears interest at a variable rate. The new bond refinances four 
existing bonds (Carroll County2005 Series A and C - $13 million each and the Carroll County 2006 Series A 
and C - $17 million each), and includes $18 million of new funding. The proceeds fkom the new fimding will 
be held in escrow pending incurrence of qualifying expenditures. 

In December 2008, KU converted the interest rate mode ofthe Carroll County 2006 Series 13 to a weekly mode 
from an auction mode. The bond along with the Carroll County 2004 Series A, the Mercer County 2000 Series 
A, and the Carroll County 2008 Series A, were issued with the enhancement of a letter of credit. 

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

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

I I  2008/Q4 

(in millions) 
2009 $ - 
2010 33 
201 1 - 
201 2 50 
2013 175 

1,274 Thereafter 
Total $ 1,532 

-- 

Note 8 - Notes Payable and Other Short-Term Obligations 

KU participates in an intercompany money pool agreement wherein E.ON U.S. andor LG&E make funds 
available to KU at market-based rates (based on highly rated commercial paper issues) up to $400 million. 
Details of the balances are as follows: 

Total Money Amount Balance Average 
($ in millions) Pool Available Outstanding Available -rest Rate 
December 3 1,2008 $ 400 $ 16 $ 384 1.49% 
December 3 1 , 2007 $ 400 $ 23 $ 377 4.75% 

E.ON U.S. maintains revolving credit facilities totaling $3 13 million and $150 million at December 3 1,2008 
and 2007, respectively, to ensure hnding availability for the money pool. At December 3 1 2008, one facility, 
totaling $150 million, is with E.ON North America, Inc., while the remaining line, totaling $263 million, is with 
Fidelia; both are affiliated companies. The facility as of December 3 1 2007, was with E.ON North America, 
h c .  The balances are as follows: 

Total Amount Balance Average 
($ in millions) Available Outstanding Available Interest Rate 
December 31,2008 $ 313 $ 299 $ 14 2.05% 
December 3 1 , 2007 $ 150 $ 62 $ 88 4.97% 

During June 2007, KU entered into a short-term bilateral line of credit totaling $35 million. During the third 
quarter of 2007, KU extended the maturity date on this facility to June 2012. There was no outstanding balance 
under this facility at December 31,2008. 

The covenants under this revolving line of credit include the following: 
0 

0 

0 

0 

The debthotal capitalization ratio must be less than 70% 
E O N  must own at least 66.667% o f  voting stock of KU directly or indirectly 
The corporate credit rating of the Company must be at or above BBB- and Baa3 as determined by 
S&,P and Moody’s 
A limitation on disposing of assets aggregating more than 15% of total assets as of December 3 1, 
2006 
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KU was in compliance with these covenants at December 31,2008. 

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

I I  2008JQ4 

In October 2008, ICU closed on a new $78 million bilateral line of credit which has a 364 day maturity. This 
facility was terminated in December 2008 and replaced by four new letter of credit facilities to allow issuance of 
letters of credit totaling $198 million to support tax-exempt bonds totaling $195 milIion. The reimbursement 
agreements are identical and contain the following covenants: 

0 

0 

E.ON must own 75% of voting stock of KU directly or indirectly 
A limitation on disposing of assets aggregating more than 20% of total assets as of most recent 
quarter-end. 

At December 3 1 , 2008, KU had no remaining capacity for letters of credit under these facilities and was in 
compliance with these covenants. 

Note 9 - Commitments and Contingencies 

Operating Leases. KU leases office space, office equipment, plant equipment and vehicles and accounts for 
these leases as operating leases. In addition, K U  reimburses LG&E for a portion o f  the lease expense paid by 
LG&E for KU’s usage of office space leased by LG&E. Total lease expense was $9 million and $6 million for 
2008 and 2007, respectively. The future minimum annual lease payments for operating leases for years 
subsequent to December 3 1,2008, are shown in the following table: 

(in millions) 
2009 
201 0 
201 1 
2012 
2013 
Thereafter 
Total 

$ 9  
5 
4 
4 
3 
6 

$ 31 - 
Owensboro Contract Litigation. In May 2004, the City of Owensboro, Kentucky and OMU commenced a suit 
now removed to the U.S. District Court for the Western District o f  Kentucky, against KU concerning a 
long-term power supply contract (the “OMU Agreement”) with KU. The dispute involves interpretational 
differences regarding issues under the OMU Agreement, including various payments or charges between KTJ 
and QMU and rights concerning excess power, termination and emissions allowances. The complaint seeks in 
excess of $6 million in damages in connection with one of its claims for periods prior to 2004, plus damages in 
an unspecified amount for later-occurring periods on that claim and for other claims. OMU has additionally 
requested injunctive and other relief, including a declaration that KU is in material breach of the contract. KU 
has filed an answer in this proceeding denying the OMU claims and presenting counterclaims and amended such 
filing in January 2007, to include further counterclaims alleging additional damages. 

In May 2006, OMU issued a notification of its intent to terminate the OMU agreement contract in May 2010, 
without cause, absent any earlier relief which may be permitted by the proceeding, pursuant to a July 2005 
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summary judgment ruling interpreting the contract termination provisions in OMU’s favor. 

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

I t  20081Q4 

In September and October 2008, the court granted rulings on a number of summary jud,ment petitions in KU’s 
favor, including determinations that KU’s interpretation of facilities charge fund payments was accurate; that 
KU is the proportionate owner of NOx allowances allocated to the OMU plant by the government; that OMEJ’s 
claims disputing various back-up power charges should be dismissed and that’s KU’s counterclaim based on 
operations and maintenance practices should proceed to trial. The summary judgment rulings resulted in the 
dismissal of all of O W ’ S  remaining claims against KU. The trial on KU’s counterclaim occurred during 
October and November 2008. During February 2009, the court issued orders on the matters covered at trial, 
including (i) awarding KU an aggregate $9 million relating to the cost of NOx allowances charged by ONU to 
KU and the price of back-up power purchased by QMU fiom KU and (ii) denying KU’s claim for damages 
based upon sub-par operations and availability of the QMU units. Those rulings, as well as all of the court’s 
various prior rulings, including upholding early termination of the contract in spring 2010, remain subject to 
post-trial motions and appeal rights. 

Sale and Leaseback Transaction. KU is a participant in a sale and leaseback transaction involving its 62% 
interest in two jointly owned CTs at KU’s E.W. Brown generating station (Units 6 and 7). Commencing in 
December 1999, KU and LG&E entered into a tax-efficient, 18-year lease df the CTs. KU and LG&E have 
provided funds to fully defease the lease, and have executed an irrevocable notice to exercise an early purchase 
option contained in the lease after 15.5 years. The financial statement treatment of this transaction is no different 
than if KU had retained its ownership. The leasing transaction was entered into following receipt of required 
state and federal regulatory approvals. 

In case of default under the lease, KU is obligated to pay to the lessor its share of certain fees or amounts. 
Primary events of default include loss or destruction of the CTs, failure to insure or maintain the CTs and 
unwinding of the transaction due to governmental actions. No events of default currently exist with respect to 
the lease. Upon any termination of the lease, whether by default or expiration of its term, title to the CTs reverts 
jointly to KU and LG&E. 

At December 3 1,2008, the maximum aggregate amount of default fees or amounts was $9 million, of which 
KU would be responsible for 62% (approximately $6 million). KU has made arrangements with E.ON TJ.S., via 
guarantee and regulatory commitment, for E.ON U.S. to pay KU’s full portion of any default fees or amounts. 

Letter of Credit. I<U has provided letters of credit totaling $198 million supporting bonds of $195 million and 
a letter of credit totaling less than $1 million to support certain obligations related to workers’ compensation. 

Purchased Power. KU has purchased power arrangements with OMU and OVEC. Under the OMU agreement, 
which is presently expected to end in May 20 10, KU purchases all of the output of an approximately 400-Mw 
coal-fired generating station not required by OMEJ. The amount of purchased power available to KU during 
2009-20 10, which is expected to be approximately 5% of KU’s total Kwh native load energy requirements, is 
dependent upon a number of factors including the OMU units’ availability, maintenance schedules, fuel costs 
and OMU requirements. Payments are based on the totaI costs of the station allocated per terms of the OMIJ 
agreement. Included in the total costs is KU’s proportionate share of debt service requirements on $228 million 
of OMU bonds outstanding at December 3 1,2008. The debt service is allocated to KtJ based on its annual 
IFERG FORM N0.1  (ED. 12-88) Page 123.34 --.. 1 



Name of Respondent This Report is: Date of Report 
(1 ) An Original (Ma, Da, Yr) 

Kentucky Utilities Company (2) __ A Resubmission I t  

allocated share of capacity, which averaged approximately 41% in 2008. KU does not guarantee the OMU 
bonds, or any requirements therein, in the event of default by QMU. 

Year/Period of Report 

2008/Q4 

KU has a contract for purchased power with OVEC, terminating in 2026, for various Mw capacities. KU has an 
investment of 2.5% ownership in OVEC’s cornmon stock, which is accounted for on the cost method of 
accounting. I W s  share of OVEC’s output is 2.5%, approximately 55 Mw of generation capacity. Future 
obligations for power purchases are shown in the following table: 

(in millions) 
2009 $ 26 
2010 17 
201 1 10 
2012 10 
2013 10 
Thereafter 155 
Total !$ 228 

Coal and Gas Purchase Obligations. KU has contracts to purchase coal and natural gas transportation. Future 
obligations are shown in the following table: 

(in millions) 
2009 $ 442 
2010 387 
201 1 363 
2012 217 
2013 59 
Thereafter -(a) 
Total $ 1,468 

(a) Obligations after 201 3 are indexed to fbture market prices and will not be included above until prices are set 
using the contracted methodology. 

Construction Program. KIJ had $123 million of commitments in connection with its construction program at 
December 31,2008. 

In June 2006, KU and LG&E entered into a construction contract regarding the TCZ project. The contract is 
generally in the form of a lump-sum, turnkey agreement for the design, engineering, procurement, construction, 
commissioning, testing and delivery of the project, according to designated specifications, terms and conditions. 
The contract price and its components are subject to a number of potential adjustments which may serve to 
increase or decrease the ultimate construction price paid or payable to the contractor. The contract alsa contains 
standard representations, covenants, indemnities, termination and other provisions for arrangements of this type, 
including termination for convenience or for cause rights. The parties have commenced certain negotiations 
relating to potential construction cost increases due to higher labor and per diem costs above an established 
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baseline, and certain safety and compliance costs resulting fkom a change in law. KU’s share of additional costs 
from inception of the contract through the expected project compIetion in 201 0 may be approximately $25 
million . 

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

I t  2008lQ4 

TC2 Air Permit. The Sierra Club and other environmental groups filed a petition challenging the air permit 
issued for the TC2 baseload generating unit which was issued by the KDAQ in November 2005. The filing of 
the challenge did not stay the permit, so the Company was free to proceed with construction during the 
pendency of the action. In June 2007, the state hearing officer assigned to the matter recommended upholding 
the air permit with minor revisions. In September 2007, the Secretary of the Kentucky Environmental and 
Public Protection Cabinet issued a final Order approving the hearing officer’s recommendation and upholding 
the permit. In September 2007, KU administratively applied for a pennit revision to reflect minor design 
changes. In October 2007, the environrnehtal groups submitted comments objecting to the draft permit revisions 
and, in part, attempting to reassert general objections to the generating unit. In January 2008, the KDAQ issued 
a final permit revision. The environmental groups did not appeal the final Order upholding the permit or file a 
petition challenging the permit revision by the applicable deadlines. However, in October 2007, the 
environmental groups filed a lawsuit in federal court seeking an order for the EPA to grant or deny their pending 
petition for the EPA to “veto” the state air permit and in April 2008, they filed a petition seeking veto of the 
permit revision. In September 2008, the EPA issued an Order denying nine of eleven claims alleged in one of 
the petitions, but finding deficiencies in two areas of the permit. The KDAQ revised the permit to address the 
issues identified in the EPA’s Order, although the Sierra Club subsequently submitted comments objecting to 
the revisions. Although the Company does not expect material changes in the permit as a result of the various 
petitions, the EPA has yet to rule on several additional claims. The Company is currently unable to determine 
the final outcome of this matter or the impact of an unfavorable determination upon the Company’s financial 
condition or results of operations. 

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

Environmental Matters. KU’s operatians are subject to a number of environmental laws and regulations in 
each of the jurisdictions in which it operates, governing, among other things, air emissions, wastewater 
discharges, the use, handling and disposal of hazardous substances and wastes, soil and groundwater 
contamination and employee health and safety. 

-.- 
Page 123.36 ~ F E R C  FORM E. I (ED. 12-88) I 1 



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

Kentucky Utilities Company (2) - A Resubmission 

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

Rate of Report YearlPeriod-of Report 
(Mo, Da, Yr) 

I I  2008lQ4 

Ambient Air Quality. The Clean Air Act requires the EPA to periodically review the available scientific data for 
six criteria pollutants and establish concentration levels in the ambient air sufficient to protect the public health 
and welfare with an extra margin for safety. These concentration levels are known as NAAQS. Each state must 
identify “nonattainment areas” within its boundaries that fail to comply with the NAAQS and develop a SIP to 
bring such nonattainment areas into compliance. If a state fails to develop an adequate plan, the EPA must 
develop and implement a plan. As the EPA increases the stringency of the NAAQS through its periodic reviews, 
the attainment srarus of various areas may change, thereby triggering additional emission reduction obligations 
under revised SIPS aimed to achieve attainment. 

In 1997, the EPA established new NAAQS for ozone and fine particulates that required additional reductions in 
SO2 and NOx emissions from power plants. In 1998, the EFA issued its final ‘NOx S P  Call” rule requiring 
reductions in NOx emissions of approximately 85% from 1990 levels in order to mitigate ozone transport from 
the midwestern U.S. to the northeastern U.S. To implement the new federal requirements, Kentucky amended its 
SIP in 2002 to require electric generating units to reduce their NOx emissions to 0.1 5 pounds weight per 
MMBtu on a company-wide basis. In 2005, the EPA issued the CAlR which required additional SO2 emission 
reductions of 70% and NOx emission reductions of 65% from 2003 levels. The CAIR provided for a two-phase 
cap and trade program, with initial reductions of NOx and SO2 emissions due by 2009 and 2010, respectively, 
and final reductions due by 2015. In 2006, Kentucky proposed to amend its SIP to adopt state requirements 
similar to those under the federal CAIR. Depending on the level of action determined necessary to bring local 
nonattainment areas into compliance with the new ozone and fine particulate standards, KU’s power plants are 
potentially subject to additional reductions in SO2 and NOx emissions. In March 2008, the EPA issued a 
revised NAAQS for ozone, which contains a more stringent standard than that contained in the previous 
regulation. At present, KU is unable to determine what, if any, additional requirements may be imposed to 
achieve compliance with the new ozone standard. 

In July 2008, a federal appeals court issued a ruling finding deficiencies in the CAIR and vacating it. In 
December 2008, the Court amended its previous Order, directing the EPA to promulgate a new regulation, but 
leaving the CAIR in the interim. Depending upon the course of such matters, the C A R  could be superseded by 
new or revised NOx or SO2 regulations with different or more stringent requirements and SIPS which 
incorporate CAlR requirements could be subject to revision. KU is also reviewing aspects of its compliance 
plan relating to the CAR, including scheduled or contracted pollution control construction programs. Finally, as 
discussed below, the remand of the CAIR results in some uncertainty with respect to certain other EPA or state 
programs and proceedings and KU’s and L,G&E’s compliance plans relating thereto, due to the interconnection 
of the CAIR and CAIR-associated steps with such associated programs. At present, KU is not able to predict the 
outcomes of the legal and regulatory proceedings related to the CAR and whether such outcomes could have a 
iaterial effect on the Company’s financial or operational conditions. 
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Hazardous Air Pollutants. As provided in the 1990 amendments to the Clean Air Act, the EPA investigated 
hazardous air pollutant emissions from electric utilities and submitted a report to Congress identifj.ing mercury 
emissions from coal-fired power plants as warranting further study. In 2005, the EPA issued the CAMR 
establishing mercury standards for new power plants and requiring all states to issue new SIPs including 
mercury requirements for existing power plants. The EPA issued a model rule which provides for a two-phase 
cap and trade program with initial reductions due by 2010 and final reductions due by 2018. The CAMR 
provided for reductions of 70% from 2003 levels. The EPA closely integrated the CAh4R and CAIR programs 
to ensure that the 2010 mercury reduction targets would be achieved as a “co-benefit” of the controls installed 
for purposes of compliance with the CAIR. 

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

I I  2008/Q4 

h February 2008, a federal appellate court issued a decision vacating the CAMR. The EPA has announced that 
it intends to promulgate a new rule to replace the CAMR. Depending on the final outcome of the rulemaking, 
the CAMR could be replaced by new mercury reduction rules with different or more stringent requirements. 
Kentucky has also repealed its corresponding state mercury regulations. At present, KU is not able to predict the 
outcomes of the legal and regulatory proceedings related to the CAMR and whether such outcomes could have a 
material effect on the Company’s financial or operational conditions. 

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

Regional Haze. The Clean Air Act also includes visibility goals for certain federally designated areas, including 
national parks, and requires states to submit SIPs that will demonstrate reasonable progress toward preventing 
future impairment and remedying any existing impairment of visibility in those areas. In 2005, the EPA issued 
its CAVR detailing how the Clean Air Act’s BART requirements will be applied to facilities, including power 
plants, built between 1962 and 1974 that emit certain levels of visibility impairing pollutants. Under the final 
rule, as the CAIR provided for more visibility improvement than BART, states are allowed to substitute CAR 
requirements in their regional haze SPs  in lieu of controls that would otherwise be required by BART. The final 
rule has been challenged in the courts. Additionally, because the regional haze SIPS incorporate certain CAIR 
requirements, the remand of C A R  could potentially impact regional haze SIPs. See “Ambient Air Quality” 
above for a discussion of CAIR-related uncertainties. 

Installation of Pollution Controls. Many of the programs under the Clean Air Act utilize cap and trade 
mechanisms that require a company to hold sufficient emissions allowances to cover its authorized emissions on 
a company-wide basis and do not require installation ofpollution controls on every generating unit. Under cap 
and trade programs, companies are free to focus their pollution control efforts on plants where such controls are 
particularly efficient and utilize the resulting emission allowances for smaller plants where such controls are not 
cost effective. KU met its Phase I SO2 requirements primarily through installation of FGD equipment on Ghent 
Unit 1. KU’s strategy for its Phase II SO2 requirements, which commenced in 2000, includes the installation of 
additional FGD equipment, as well as using accumulated emission allowances and fuel switching to defer 
certain additional capital expenditures. In order to achieve the NOx emission reductions and associated 
obligations, KU installed additional NOx controls, including SCR technology, during the 2000 to 2008 time 
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period at a cost of $221 million. In 2001, the Kentucky Commission granted approval to recover the costs 
incurred by KIJ for these projects through the environmental surcharge mechanism. Such monthly recovery is 
subject to periodic review by the Kentucky Commission. 

Date of Report Yeadperiod of Report ‘ 
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I I  2008/Q4 

In order to achieve mandated emissions reductions, KU expects to incur additional capital expenditures totaling 
approximately $720 million during the 2009 through 201 1 time period for pollution controls including FGD and 
SCR equipment, and additional operating and maintenance costs in operating such controls. In 2005, the 
Kentucky Commission granted approval to recover the costs incurred by the Company for these projects through 
the ECR mechanism. Such monthly recovery is subject to periodic review by the Kentucky Commission. 1.U 
believes its costs in reducing S02, NOx and mercury emissions to be comparable to those of similarly situated 
utilities with like generation assets. RU’s compliance plans are subject to many factors including developments 
in the emission allowance and hels  markets, future legislative and regulatory enactments, legal proceedings and 
advances in clean air technology. KU will continue to monitor these developments to ensure that its 
environmental obligations are met in the most efficient and cost--effective manner. See “Ambient Air Quality” 
above for a discussion of CAIR-related uncertainties. 

Polential GHG Controls. In 2005, the Kyoto Protocol for reducing GHG emissions took effect, obligating 37 
industrialized countries to undertake substantial reductions in GHG emissions. The U.S. has not ratified the 
Kyoto Protocol and there are currently no mandatory GHG emission reduction requirements at the federal level. 
Legislation mandating GHG reductions has been introduced in the Congress, but no federal legislation has been 
enacted to date. In the absence of a program at the federal level, various states have adopted their own GHG 
emission reduction program. Such programs have been adopted in various states including 11 northeastern US.  
states and the District of Columbia under the Regional GHG Initiative program and California. Substantial 
efforts to pass federal GHG legislation are on-going. In April 2007, t&e U.S. Supreme Coiirt ruled that the EPA 
has the authority to regulate GHG under the Clean Air Act. ICU is monitoring on-going efforts to enact GHG 
reduction requirements at the state and federal level and is assessing potential impacts of such programs and 
strategies to mitigate those impacts. KU is also monitoring on-going regulatory proceedings including the EPA’s 
advanced notice of proposed rulemaking for regulation of GHGs under the existing authority of the Clean Air 
Act and proposed rules governing carbon sequestration. The new administration has announced its intention to 
exercise its existing authority under the Clean Air Act to achieve reductions in GHG emissions. KU is unable to 
predict whether mandatory GHG reduction requirements will ultimately be enacted. As a Company with 
significant coal-fired generating assets, KU could be substantially impacted by programs requiring mandatory 
reductions in GHG emissions, although the precise impact on the operations of KU, including the reduction 
targets and deadlines that would be applicable, cannot be determined prior to the enactment of such programs. 

Brown New Source Review Litigation. In April 2006, the EPA issued an NOV alleging that KU had violated 
certain provisions of the Clean Air Act’s new source review rules relating to work performed in 1997, on a 
boiler and turbine at KU’s E.W. Brown generating station. In December 2006, the EPA issued a second NOV 
alleging the Company had exceeded heat input values in violation of the air permit for the unit. In March 2007, 
the Department of Justice filed a complaint in federal court in Kentucky alleging the same violations specified 
in the prior NOVs. The complaint sought civil penalties, including potential per-day fines, remedial measures 
and injunctive relief In April 2007, KU filed an answer in the civil suit denying the allegations. In July 2007, 
the court entered a schedule providing for a July 2009 date for trial. In December 2008, the Company reached a 
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tentative settlement with the govemment resolving all outstanding claims. The proposed consent decree 
provides for payment of a $1 million civil penalty; funding of $3 million in environmental mitigation projects; 
surrender of 53,000 excess SO2 allowances; surrender of excess NOx allowances estimated at 650 allowances 
annually for eight years; installation of an FGD by December 3 1 , 2010; installation of an SCR by December 3 1 , 
2012; and compliance with specified emission limits and operational restrictions. In February 2009, the 
proposed consent decree was lodged with the Court. In March 2009, the Court issued a consent decree 
approving the settlement. 

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

I I  2008/Q4 

Section 114 Requests. In August 2007, the EPA issued administrative information requests under Section 114 of 
the Clean Air Act requesting new source review-related data regarding certain projects undertaken at LG&E’s 
Mill Creek 4 and Trimble County 1 generating units and KU’s Ghent 2 generating unit. KU and L,G&E have 
complied with the information requests and are not able to predict fixther proceedings in this matter at this time. 

Ghent C)pncity NOK In September 2007, the EPA issued an NOV alleging that KU had violated certain 
provisions of the Clean Air Act’s operating NIes relating to opacity during June and July of 2007 at Units 1 and 
3 of KIT’S Ghent generating station. The parties have met on this matter and KU has received no M e r  
communications from the EPA. ICU is not able to estimate the outcome or potential effects of these matters, 
including whether substantial fines, penalties or remedial measures may result. 

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

Note 10 -Jointly Owned Electric Utility Plant 

KU and LG&E have begun construction of TC2, ajointly owned unit at the Trimble County site. ISU 
and LG&E own undivided 60.75% and 14.25% interests, respectively, in TC2. Of the remaining 25% of 
TC2, MEA owns a 12.12% undivided interest and lMPA owns a 12.88% undivided interest. Each 
company is responsible for its proportionate share of capital cost during construction, and fuel, operation 
and maintenance cost when TC2 begins operation, which is expected to occur in 201 0. In June 2008, 
LG&E transferred assets related to TC2 with a net book value of $10 million to KU. 

---- 
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TC2 
LG&E KU IMPA IMEA Total 

--------.. 

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

I 1  2006/Q4 

Ownership interest 
Mw capacity 

(in millions) 
ICU’s 60.75% ownership: 
cost 
Accumulated depreciation 
Net book value 

Construction work in progress 
(included in above) 

14.25% 60.75%- 
107 455 

$ 560 
- 

$ 560 

KU LG&E 
$550 $132 

--.- -~ 

I 

12.88% 12.12% 100% 
97 91 750 

LG&E’s 14.25% ownership: 
cost $ 136 

2 Accumulated depreciation 
Net book value $ 134 

-- 

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

($inninim) Ku L.mE Total 
(9 (8 (9 

@) Net (9 Net @) Net 
IW (s;) Depre- b k  kiw ($) w- Bodc W ($) Depr~ Bocac 

ou*ershphmg Capciy Ccst ciaticxl Vak capacrty Cbst ciation Vah~ QpAy cost ciaticn Value 
KIT47?!b, LGsrE53%(a) 129 53 (12) 41 146 62 (15) 47 275 115 (27) 88 
KU62?/o,IxjBrE38%(b) 1% 82 (14) 68 118 51 @) 43 308 133 (22) 111 
KcT71%,IxisrE29%(~) 228 80 (18) 62 92 32 (6) 26 320 112 (24) 88 
KU63?!o,LGpiE370/0(d) 404 137 (21) 116 236 79 (12) 67 640 216 (33) 183 
KU71%,Lxi3rE29)/0(e) da 9 0 7 da 3 (1) 2 n/a 12 (3) 9 
(a) Comprised of Paddy’s Run 13 and E.W. Brown 5. In addition to the above jointly owned utility plant, there 

is an inlet air cooling system attributable to unit 5 and units 8-1 1 at the E.W. Brown facility. This inlet air 
cooling system is not jointly owned, however, it is used to increase production on the units to which it 
relates, resulting in an additional 88 Mw of capacity for KIJ. 

(b) Comprised of units 6 and 7 at the E.W. Brown facility. 
(c) Comprised of units 5 and 6 at the Trimble County facility. 
(d) Comprised of CT Substation 7-1 0 and units 7 ,8 ,9  and 10 at the Trimble County facility. 
(e) Comprised of CT Substation 5 and 6 and CT Pipeline at the Trirnble County facility. 

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

Note 11 - Related Party Transactions 

KU, subsidiaries of E.ON US. and subsidiaries of E.ON engage in related party transactions. Transactions 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

between KU and E.ON U.S. subsidiaries are eliminated upon consolidation of E.ON US. Transactions between 
KU and E.ON subsidiaries are eliminated upon consolidation of E.ON. These transactions are generally 
performed at cost and are in accordance with the FERC regulations under PUHCA 2005 and the applicable 
Kentucky Commission and Virginia Commission regulations. The significant related party transactions are 
disclosed below. 

Electric Purchases 

KIJ and LG&E purchase energy from each other in order to effectively manage the load of their retail and 
wholesale customers. These sales and purchases are included in the statements of income as operating revenues 
and purchased power operating expense. KU intercompany electric revenues and purchased power expense for 
the years ended December 3 1 , were as follows: 

(in millions) 2008 2007 
Electric operating revenues fiom LG&E $ 80 $ 46 
Purchased power from LG&E 109 93 

Interest Charges 

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

KU’s intercompany interest income and expense for the years ended December 3 1 , were as follows: 

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

2008 2007 
$ 2  $ 6  

56 35 

Other Intercompany BiIlings 

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

In addition, KU and LG&E provide services to each other and to E.ON U.S. Services. Billings between KU and 
LG&E relate to labor and overheads associated with union employees performing work for the other utility, 
charges related to jointly-owned generating units and other miscellaneous charges. Billings from KIJ to E.ON 
U.S. Services include cash received by E.ON US.  Services on behalf of KU, primarily tax settlements, and 
other payments made by KU on behalf of other non-regulated businesses which are reimbursed through E.ON 
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Intercompany billings to and from KU for the years ended December 3 1 , were as follows: 

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

2008 - 2007 
$ 227 $ 488 

75 6 
5 12 
3 26 

In June 2008, LG&E transferred assets related to TC2 with a net book value of $10 million to KU. 

In March, June, September and December 2008, KU received capital contributions fiom its common 
shareholder, E.ON US., in the amounts of $25 million, $50 million, $50 million and $20 million, respectively. 

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

Note 12 -Subsequent Events 

On January 13,2009, KU, the AG, KIUC and all other parties to the rate case filed a settlement agreement with 
the Kentucky Commission. Under the terms of the settlement agreement, KU’s base electric rates will decrease 
by $9 million annually. An Order approving the settlement was received on February 5,2009. The new rates 
were implemented effective February 6,2009. However, in connection with the application and effective date of 
the new rates, the VDT surcredit and merger surcredit, respectively, terminated, which will amount in increased 
revenues of approximately $16 million annually. 

On January 27 and 28,2009, a significant Winter ice storm passed through KU’s service territory causing 
approximately 199,000 customer outages, followed closely by a severe wind storm on February 1 1 , 2009, 
causing approximately 44,000 customer outages. KU currently estimates costs incurred of $66 million of 
expenses and $28 million of capital expenditures related to the restoration following the two storms. The 
Company expects to seek recovery of these costs from the Kentucky Commission. 

On Febniary 19,2009, the court issued post-trial orders in the litigation between KU and OMU, which orders 
awarded KU an aggregate $9 million related to disputed NOx allowance and back-up power pricing provisions, 
but denied a KU claim for damages relating to the availability of the OMU units. The orders are subject to 
certain appeal and other procedural rights prior to becoming final. 

On March 17,2009, the Court issued a consent decree approving the settlement in the Brown New Source 
Review litigation. 

On March 19,2009, the EPA issued an NOV alleging that KU violated certain provisions of the Clean Air Act’s 
rules governing new source review and prevention of significant deterioration by installing FGD and SCR 
controls at its Ghent generating station without assessing potential increased sulfuric acid mist emissions. KU 
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contends that the work in question, as pollution control projects, was exempt from the requirements cited by the 
EPA. The Company is currently unable to determine the final outcome of this matter or the impact of an 
unfavorable determination upon the Company's financial position or results of operations. 
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Note 13 - Notes to Statement of Cash Flows 

Supplemental disclosures of cash flow information 

(in millions) 2008 
Cash paid during the period for: 
Income taxes $ 50 
Interest on borrowed money 13 

53 Interest to affiliated companies on borrowed money 

2007 

$ 3 8  
15 
30 
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FOR DEPRECIATION. AMORTIZATION AND DEPLETION -- 
?port in Column (c) the amount for electric function, in column (d) the amount for gas function, in column (e), (9, and (9) report other (specify) and in 
ilumn (f) common function. 

Electric Total Company for the 
Current YeariQuarkr Ended 

(b) 7 Classification 

*roperty Under Capital Leases 

- 5 Plant Purchased or Sold 
6 Completed Construction not C l a z e d  437,171,600 437,171,60( 

7 Experimental Plant Unclassified 
8 Total (3 thru 7) 4,435,850,217 4.435.880,ZIi 

9 Leased to Others 

___ - 
-_--- 

.__- 
10 Held for Future Use 10,137,562 1 0,137,56: 

flConstruction Work in Progress - 1  1 ,I 76,440,1721 1,176.440,17: 

- 
5,622,457,95‘ 5,622,457,951 

2,052,492.1 61 2.052.492,16‘ 
-. 

-15INet%tilitv Plant 11zess 141 I 3.569.965.7901 3.569.965.79[ 
-. 
16 Detail of Accurn Prov for Depr, Amoil& Depl 

17 In Service: 

18 Depreciation 
--_____ - . ~ -  

I In Service (18 thru 21) 

26lTotal Leased to Others 124 & 251 I I 
-” 

27 Held for Future lJse 

28 Depreciation 
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1. Report below the original cost of electric plant in service according to the prescribed accounts. 
2. In addition to Account 101, Electric Plant in Service (Classified), this page and the next include Account 102, Electric Plant Purchased or Sold; 
 account 103, Experimental Electric Plant Undassified; and Account 106. Completed Construction Not Classified-Electric. 
3. Include in column (c) or (d), as appropriate. corrections of additions and retirements for the current or preceding year. 
4. For revisions to the amount of initial asset retirement costs capitalized, included by primary plant account, increases in column (c) additions and 

Account Additions 

YearlPeriod of Report 
End of 2008/Q4 

This Re ort Is: 
(1) [IsAn Original 
(2) n A Resubmission 

(a 1 NU. 

I I I. INTANGIBLE PLANT __ 

~~ ~~ 

FERC FORM NO. 1 (REV. 12.05) Page 204 



Name of Respondent This Re ort Is: Date of Report Yeadperiod of Report 
End of 2008/Gl4 Kentucky Utilities Company 

(1 1 An Original (Mo. Da, Yr) 
(2) [71A Resubmission / I  

- ELECTRIC PLANT IN SERVICE (Account 101,102.103 and 106) (Continued) 
distributions of these tentative classifications in columns (c) and (d), including the reversals of the prior years tentative account distributions of these 
amounts. Careful observance of the above instructions and the texts of Accounts 101 and 106 will avoid serious omissions of the reported amount of 
respondent's plant actually in service at end of year. 
7. Show in column (r) reclassifications or transfers within utility plant accounts. Include also in column (9 the additions or reductions of primary account 
classifications arising from dislribution of amounts initially recorded in Account 102, include in column (e) the amounts with respect to accumulated 
provision for depreciation, acquisition adjustments, etc.. and show in column (f) only the offset to the debits or credits distributed in column (f) to primary 
account classifications. 
8. For Account 399, state the nature and use of plant included in this account and if substantial in amount submit a supplementary statement showing 
subaccount classification of such plant conforming to the requirement of these pages. 
9. For each amount comprising the reported balance and changes in Account 102, state the property purchased or sold, name of vendor or purchase, 
and date of transaction. If proposed journal entries have been filed with the Commission as required by the Uniform System of Accounts, give also date 

464.928 
44,162 9,823.181 

436,634 
85.383 

-- 
-- 3.022 

294,924 
--- 35,982,154 

21,085,015 
2.244.287 350,302.018 

_._ 59,332,687 

I 

30,965.830 - = 5.227,549 -- 
2,244,287 503,261,167 

2,538,481,488 

~~ 
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Name of Respondent - 
Kentucky Utilities Company r 

- id 
FERC FORM NO. I (REV. 12-05) Page 206 

This Re ort Is: Date of Report YearlPeriod of Report 
End of 20081Q4 (1) $An Original (Mo, Da, Yr) 

(2) n A Resubmission I I  



172 

172 
- 7,917,559 

7,917,559 -- - 

373,591 95 
109,060,254 96 

97 
90 

109,060,254 99 
”._._ 4,435,880,217 100 

101 
102 

- -.I_ 

4,435,800,217 __-. 



LANK 



Name of Respondent This Report is: Date of Report Year/Period af Report 
(1) X An Original (Mo, Da, Yr) 

Kentucky Utilities Company (2) _ _ A  Resubmission I 1  2008/Q4 

FOOTNOTE DATA - 

- ~ . - _ _ _ _ _ _ -  -- -.-- ._--- 
Bchedclle Page: 204 Line No.: 41 Column: c .-. -A___-.._ ---- -2 
Sales tax adjustment resulted in a negative addition. 

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



BLANK 



YearIPeriod of Report 
2008lQ4 End of . 

Name of Respondent 

Kentucky Utilities Company (2) n A Resubmission 
T $ i s  R g i r t  

Is: 
n Original 

__._ 
43 
44 

45 
46 

__I 

--- 

I U I I 
ELECTRIC PLANT HELD FOR FUTURE USE (Account 105) 

- 

1. Report separately each property held for future m e  at end of the year having an original cost of $250,000 or more. Group other items of property held 
for future use. 
2. For property having an original cost of $250,000 or more previously used in utility operations, now held for future use, give in column (a), in addition to 
other required information, the date that utility use of such property was discontinued, and the date the original cost was transfemed to Account 105. 

.I__ 

~- 
12 
ill I I I 
121 

I-.- .II.. ~ 

I 

42 I 

FERC FORM NO. 4 (ED. 12-96) Page 214 



Name of Respondent 

Kentucky Utilities Company 
Year/Period of Report"- 
End of 20081Q4 

I /  

This Re ort Is* 
(1) d~ Oiiginal 
(2) I l A  Resubmission 

3. Minor 

Line 
No. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

I O  

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

___. 

-. 
-. 

-* 

-. 
-. 

-. 
-I. 

--. 

-. 

-. 
-. 
I_. 

-. 

--. 
-. 

.--. 
-. 

-. 
--. 

-. 
-. 
-. 

-3 

projects (5% of the Balance End of the Year for Account 107 or $100,000, whichever is less) may be grouped. 

- 
Rescription of Project Construction work in progress - 

Electric (Account 107) 
(a) (b) 

-.- - - STEAM PRODUCTION MAJOR 

TC2-KU 396,423.467 

BROWN 1,2,3 FGD 233,726,240 

TC2 AIRTALITY CONTROL SYSTEMS KU 152,293,728 

KU SOX PROGRAM - GHENT 2 FGD SYSTEM 140,838,104 

BROWN ASH POND EXPANSION PHASE 1 18,186,020 
GH3FGD 6,453,203 

GHENT I CONTROLS MODERNIZATION 5,186,779 

GHEM 4 CONTROLS MODERNIZATION 4,960,348 

3.51 1.494 GH2 CT CELL REBUILD 

3,170,091 BR 2 REHEAT INLET & OUTLET HEADER 

3,141,868 GHENT 2 CONTROLS MODERNIZATION 

SO3 SORBENT INJECTION 2,565,236 

GHENT SO2 COMMON 1,872,738 

GHEW SPILL PREVENTION CONTAINMENT CONTROL COMPLIANCE MORlFlCATlONS 1,445,319 

GH4FGD 1,223,066 

GH3 CATALYST LAYER PURCHASE & INSTALLATION 1 .I 42,172 

--.. -- -. 

_- 
.~ 

~ - -  

I _ _ ~  

E.W. BROWN UNIT 3 SCR CONCEPTUAL ENGINEERING 

GHENT ASH PONDlLANDFlLL 

FUEL SUPPLY MANAGEMENT SYSTEM 

MERCURY MONITORING KU 

TRIMBLE COUNTY ASH/GYPSUM PONDS 

BR3 COOLING TOWER STORM DAMAGE REPAIRS 

BRI AIR HEATER BASKET REPLACEMENT 

DEVELOPMENT TYRONE OIL CONTAINMENT SPCC 

GH4 ASH PIPE REPLACEMENT 

GHI CT CELL 1-1 REBUILD 

REVISED BR2 TURBINE BUDES 

GH4 CT CELL 4-5 REBUILD 

- 

_- 

- 
__I_ 

.-.- -_- ~- GH3 CT CELL 3-6 REBUILD 

GH3 CT CELL 3-5 REBUILD 

BR1-1 SBAC REPLACEMENT 

GH DOWNRIVER FLOATING WORK BARGE 

GH MOORING CELL C A  

COAL BARGE UNLOADER BUCKET & CHAIN REPLACEMENT 

DEVELOPMENT t-kEFLING OIL CONTAINMENT SPCC 

GHENT CONVEYOR BELT REPLACEMENT 

BR2 PRECIPITATOR PLATE REPLACEMENT 

GHI ID FAN TRANSFORMER - 
TY 480V SWITCHGEAR REPLACEMENT 

MAXIM0 LICENSES 

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

-I. .---._. 

_- -- 

-- - 

_ _ _ ~  

1,009,718 

1,008,465 

942.509 

941,211 

921,539 

813.369 

623.093 

527.081 

436.1 31 

426,823 

424,297 

417,311 

41 6,234 

410.849 

387,553 

359,455 

322,819 

299.837 

284,598 

273.1 17 

271,161 

235.675 

21 0,875 

186.734 

-- 
- 

- 
-- 

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

- 
42 

-. 
UMS GROUP INVESTMENT EVALUATION MODEL 173.243 

43 TOTAL 1,176,440,172 



Kentucky lltilities Company 
This Re ort Is: 
(1) d A n  Original 
(2) m A  Resubmission 

YearPeriod of Report 

2. Show items relating to 'research, development, and demonstration' projects last, under a caption Research, Development, and Demonstrating (see 
Account 107 of the Uniform System of Accounts) 
3. Minor projects (5% of the Balance End of Uie Year for Account 107 or $100,000, whichever is less) may be grouped. 

4 

5 
6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

$8 
19 

20 

21 

22 

23 
24 

25 

26 

27 

Description of Project Construction work in progress - 
Electric (Account 107) 

--_. 

162.615 

152,237 

147,129 .-- 
GH MISCELLANEOUS MOTORS 143,058 

135,699 BRI LOWER DEAD AIR SPACE ABATEMENT 

129,688 

129,688 

BR3 CONTROL ROOM HVAC DEVELOPMENT 129.654 

N 3  5-1 EL CONVERSION 128,244 

126,430 GH MAIN BUILDING ROOF 

118,927 GR3 DISTRIBUTED CONTROL SYSTEM UPGRADE 

117,994 

116,613 

- -- 
__ -- GH2 CT CELL 2-6 REElJlLD 

GH2 CT CELL 2-5 REBUILD -- 

-- 
--- - 

- 6R 1-2 SERVICE WATER PUMP REBlJlLD 

GH2 AUXILIARY CONDENSATE 2-2 RETUBE .- 
STEAM PRODUCTION MINOR I ,6~ ,38a  

I 

- HYDRAULIC POWER MAJOR 

DX3 OVERHAUL 1,399,262 

DEVELOPMEM DiX %NE ACCESS ROAD 129,384 

64,994 HYDRAULIC POWER MINOR 
---- 

- 

- - OTHER PRODlJCTlON MAJOR 

ER CT7 A/B CONVERSION - KU 

BR CT9 MODIFICATIONS 

BR CT UNDERGROUND PIPE SPCC 

BR CT6 QUENCH NOZZLE REPLACEMENT 

OTHER PRODUCTION MINOR 

6,391,713 

686,722 

627.368 

154,832 

193,616 

- 

--- -.- 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

- 
42,479,239 

4,691 ,I 77 

4,470,709 

4,195,754 

PRIORITY REPLACEMENT TRANSMISSION LINES 3.065.416 

2,605,833 SPCC MODIFICATIONS FOR KU 

1,433,143 

-.- DEVELOPMENT FOR TRIMBLE COUNTY UNIT #2 

LOUDEN AVE TO LANSDOWN 69KV MVA TRANSFORMER 

N. AMERICAN STAINLESS 345138 KV450 MVA TRANSFORMER --- 
-- -- BR ASH POND EXPANSION -TRANSMISSION LINE RELOCATION 

_I 

- MISCELLANEOUS SUBSTATION PROJECTS - KU 

1,354.957 FAWKES 13869KV. ISOMVA 

NAS TAP 345KV LINE 1.275.88C 

PRIORITY TRANSMISSION LINE 1,262,OZE 

I --- 

40 

39 

41 

42 

1,176,440,172 - I 431 TOTAL 

FERC FORM NO. 1 (ED. 12-87) Page 216.1 

1,056,537 

GHENT-KENTON 138KV - P2 POLE REPLACEMENT 732,251 

629.502 

STORM DAMAGE TRANSMISSION LINE 

GHENT 345KV BRmKER ADDITION 

PARAMETER UPGRADE TRANSMISSION LINE 430.97: 



Name of Respondent 

Kentucky Utilities Company 
I . .  ---. 

CONSTRUCTION WORK IN PROGRESS - - ELECTRIC (Account 107) 
below descriptions and balances at end of year of proJects in process of construction (107) 

2. Show items relafing to "research, development, and demonstration" projects last, under a caption Research, Development, and Demonstrating (see 
Account 107 of the Uniform System of Accounts) 
3. Minor projects (5% of the Balance End of the Year for Account 107 or S100.000. whichever is less) may be grouped. 

End of 2008IQ4 
This Re ort Is: 
(1) d A n  Original 
(2) f l A  Resubmission i t  

Date of Report 
(Mo, Da, Yr) 

-- 
Line Description of Project Construction work in progress - 
No. 

391,664 1 LYNCH TO POCKET 69KV HOLMES MILL 

2 SHELBWILLE - SIMPSONVILLE 69fW THERMAL UPGRADE 373,727 

3 CRITICAL SPARE 138169KV TRANSFORMER 367.705 

4 KU TRANSMISSION BLANKET 310,012 

5 K7 PARAMETER UPGRADES TRANSMISSION LINE 295.51 2 

6 MISCELLANEOUS TRANSMISSION CAPITAL 290,745 

277,094 7 HIGHWAY 52 RELOCATION RICHMOND 

8 INNOVATION DRIVE-SUBSTATION 138W TAP 269,950 

9 HORSECAVE TRANSFORMER sua 799 RECONDUCTOR TAP TO SUB t311 265,139 

10 UK MEDICAL CENTER CONTROL HOUSE RELOCATION 257.237 

242,556 11 REPLACE FAILED HARLAN TRANSFORMER 

12 LEBANON EAST SUBSTATION 232,036 

13 NEW FACILITIES TRANsMlSSlON LINE 198,190 

14 REPLACE UNDERRATED 69KV BREAKERS FAWKES SUBSTATION 194.998 

183,753 15 TAYLOR CO TRANSFORMER 

179,919 16 GARRARD COUNTY HIGH SCHOOL 

17 HIGBY MILL UK MEDICAL CENTER SYSTEM PARAMETERS 174,546 

173,262 

'19 RECONDUCTOR PARKERS MILL TAP 69KV 167.597 

20 LOUDEN AVENUE HAEFLING 138 KV HIGHWAY RELOCATION 167.563 

21 MILLERSBURG CONTROL HOUSE REPLACEMENT 164,141 

22 NEW FACILITIES TRANSMISSION LINE 2008 161,125 

23 TRANSMISS~N LINE RELOCATION KU 133,243 

24 OPEN SYSTEM INTERNATIONAL ENERGY MANAGEMENT SYSTEM 127,375 

Electric (Account 107) 
(b) _ _  - ( 4  

--- 
I--. - 

--...---- 

I__- 

--- 
~~ 

- 
-- I - 

- 
--____.- 

-- - 
-----. 18 DETROIT HARVESTER SECTION OF PARIS-LEXINGTON PLANT 

-- 

---- 

25 KlJ REMOTE TERMINAL UNIT PURCHASE 121,012 

26 PURCHASE SPARE TRANSMISSION CIRCUIT BREAKERS 113,776 

27 HARRODSBURG - ADD 69KV BREAKERS FOR CUSTOMER 112,379 

28 DELVINTA 824 CARRIER ADDITION 109.270 

29 TRANSMISSION MINOR 2,257,524 

30 

31 DlSTRlBtJTlON MAJOR 

32 PURCHASE PROPERTY FOR INNOVATION DR SUB #428-1 

.- - 

_ _ ~ _ _ _  

3,853,688 

1,812,414 

1,483,468 34 W360 LTC REBlJILD 

35 NEW BUSINESS SERVICE - UIG ~ SHELYVILLE 1,401,943 

1,384,274 36 PURCHASE OF METERS 

1,321 ,I 14 37 STORM PROJECT 

38 NEW ELECTRIC SERVICE - O/H - NORTON 1.304.846 

1,287,203 

3 3 -  INSTALL 1 EBANON JUNCTION SUB 

~ .-- 
-~ ___- 

*-- --_------" 
--- - 

--.-- 
- <I 90.21 2 -- 

43 TOTAL 1 .I 76,440,172 



n Original (Mo, Da, Yr) 
(2) A Resubmission I /  Kentucky Utilities Company End of 2008/Q4 

Line 
No. 

1 

2 

-I__-- 

COMPANY POLE REPLACEMENT 

1,176,440,172 

FERC FORM NO. I (ED. 12-87) Page 216.3 

-- 
Description of Project construction wok in progress - 

Electric (Account f07) 
(4 (b) 

938.428 

930,561 
I... -. BRYANT ROAD #3 SUBSTATION & TEMPORARY TRANSFORMER 

ADD TRANSFORMER HORSE CAVE INDUSTRIAL 
I_ 

STORMS 

PURCHASE PROPERTY LEXINGTON EAST AREA SUBSTATION 

KU GENERAL RELIABILITY 

CONSTRUCTION LEBANON EAST SUB 

SCM REPAIR/REPLACE FAILED TRANSFORMERS 

CITY OF BARDSTOWN SUB 

PURCHASE TRANSFORMERS 

PURCHASE 161x69 SPARE TRANSFORMER 

TROUBLE ORDERS OIH 

ADD TRANSFORMER UNION UNDERWEAR 

DISTRIBUTION RELIABILITY 

REPLACE SHUN PIKE TRANSFORMER 

STAMPING GROUND INSTALL I O  MVA TRANSFORMER 

BELL COUNTY COAL GARMEADA WL 

TROUBLE ORDERS OIH 

NEW BUSINESS RESIDENTIAL 

REPLACE TRANSFORMER 7/14 WOODLAWN 

~ - -  

- --_.. 

- 

- 

PPI-- -- 
-- - ~ ~ _  

I 

- 
-- ---- 

- 
- 

- -- -- --- 
~ _ .  REPLACE 69/34 TRANSFORMER DORCHESTER 

SCM EARL GREEN RlVER PLANT TRANSFORMER 

PUBLIC WORKS RELOCATION - OIH - ELIZABETHTOWN 

NEW BUSINESS RESIDENTIAL - UIG - LEXINGTON 

ROGERS GAP DISTRIBUTION 

REPAffUREPLACE DEFECTIVE STREET LIGHTS 

WINTER STORM 

DISTRIBUTION CAPACITORS KU 

PURCHASE TRANSFORMERS 

PURCHASE TWNSFORMERS 

TROUBLE ORDERS 

REPAIR REPLACE DEFECTIVE STREET LIGHTS 

PURCHASE TRANSFORMER 

PUBLIC WORKS RELOCATION - O/H - DANVILLE 

BROWN 1,2.3 FGD 

INSTALL NEW 795 CIRCUIT TO NESTLE PLANT 

CONSTRUCT NEW CIRCUIT FROM BRYANT TEMPORARY SUB 

SUBSTATION AB0 TYPE TRANSFORMER REPLACEMENT 

REPLACE TRANSFORMER AT KY STATE HOSPITAL SUB #587 

SCM EARLINGTON SUBSTATION REPLACEMENT (Sac FUSES) 

WINCHESTER WATER WORKS 

NEW BUSINESS COMMERCIA~  

-.- 
--- 

-- 

-. 

-- 

.- 
- 

- __. 

._ 
.- 

- 
- 

I 866,977 

788,353 

702,279 

772,068 

760,977 

749,919 

703,164 

693,043 

639.383 

633,41 I 

631,501 

575,775 

548,358 

495.746 

473,587 

470,092 

461,610 

438,507 

429,999 

428,645 

41 1,271 

406.447 

386,397 

374,402 

371,803 

--_ 

~~ 

-~ 

--- 

--- 
-- 

-___. 

- 

--.- 

- 
- 

364,539 

349,717 

337.618 

332.1 14" 

326,048 

306,348 

305,969 

304,805 

294.965 

291,042 

274.679 

266,224 

254,763 

251 .I 08 

-I___ 



Name of Respondent 

Kentucky Utilities Company 

-.- 
Line 
No. 

1 

2 

3 
4 

- 
- 
~ 

- 
-5 --- 

6 

7 

8 

9 NEW BUSINESS RESIDENTIAL 230,581 

229,670 

226.445 

218.137 12 TOOLS AND EQUIPMENT. 

13 KU MOBILE INFRASTRUCTURE 214.118 

- 
- 

--__..-. 

10 SCM TRANSFORMER REWINDERS -- 
11 LONDON - STORM RESTORATION 

Year/Period of Report 
End of 20081Q4 I 1 Fy R ~ i r t  Is: n Original (Mo. Da, Yr) 

Date of Report 

(2) T;IA Resubmission 

Description of Project 

(4 
r- 

KU DISTRIBUTION POWER FACTOR CORRECTION 

NEW BUSINESS COMMERCIAL 

NEW BUS INDUSTRIAL - U/G - ELIZABETHTOWN 

OUTAGEMANAGEMENTSYSTEMUPGRADE 

INNOVATION WEST CIRCU?i 

TATES CREEKROAD HIGHWAY RELOCATION 

REPLACE DEFECTIVE EQUIPMENT - O/H - PINEVILLE 

ELIZABETHTOWN - STORM RESTORATION 

~ . . -  

.- ---. 

-- 

w I I -- 
-WORK IN PROGRESS - -ELECTRIC (Account 107) 
I. Report below descriptions and balances at end of year of projects in process of construction (107) 
2. Show items relating to "research, development, and demonstration'' projects last, under a caption Research, Development, and Demonstrating (see 
Account 107 of Ihe Uniform Sysfern of Accounts) 
3. Minor projects (5% of the Balance End of the Year for Account 107 or $100,000, whichever is less) may be grouped. 

Construction work in progress - 
Electric (Account 107) 

(b) 
247,660 

244, I 47 

239,590 

238,661 

237,062 

235,520 

234,199 

232.034 

- 
-~ 

-- - - ~  
TOOLS AND EQUIPMENT 

NEW BlJSlNESS RESIDENTIAL - OM - LEXINGTON 

211,362 

209,646 

STRATTON PIKE REBUILD 

INNOVATION - UIG - EXIT CIRCUITS 

UNION UNDERWEAR CIRCUIT WORK 

HIGHWAY RELOCATION KY 1577 

BOGGS LANE 

PURCHASE TRANSFORMERS 

LEXINGTON STORM RESTORATION 

SYSTEM ENHANCEMENTS - EXISTING CUSTOMERS - LEXINGTON 

SHELBWILLE STORM RESTORATION 

PUBLIC WORKS RELOCATION - OIH - LONDON 

PAYNES DEPOT RD (US62) HIGHWAY 

NEW BUS RESIDENTIAL - OIH - LONDON 

DISTRIBUTION RELIABILF 
HORSE CAVE RECONDUCTORING 

EARLINGTON STORM RESTORATION 

KU PC & PRINTER INFRASTRUCTURE 

HORSE CAVE INDUSTRIAL SUBSTATION DISTRIBUTION WORK 

SCM REPLACE BREAKERS 

TOOLS AND EQUIPMENT 

PURCHASETRANSFORMERS 

PUBLIC WORKS RELOCATION - O/H - MAYSVILLE 

NEW BUSINESS RESIDENTIAL - OIH - NORTON 

LONDON FAWN VALLEY ESTATES SUBDIVISION UIG SYSTEM 

ADD REGULATORS AT ANDOVER 

PURCHASE TRANSFORMERS 

NEW BUSINESS INDUSTRIAL 

- ~ -  
-__ 

I__.- 
-~~ ----_ 
--- 

-.., - 

-- -- __ 
..-- 

-. 

_.- 

-- ----.I 
16 I TOOLS AND EQlJlPMENT r 207,294 

206,772 

194,510 

190,563 

189,564 

1851 47 

178,j 99 

177,308 

176,958 

176,242 

169,772 

168,552 

167,027 

166,661 

165,066 

164,483 

764,430 

159,632 

157,951 

157,517 

1 57.1 26 

154,891 

152.126 

152,049 

148,703 

148.156 

144,749 

1 

.----..-.I__-- 

-.-- 
-- 

-- 

- 

I 431 TOTAL 

~ ___ _____ I I ,I 76,440,172 

FERC FORM NO. 1 (ED. 12-87) Page 216.4 



- 
Name of Respondent 

Kentucky Utilities Company 

- 
This Report Is: Date of Report YearIPeriod of Report 

(2) n A  Resubmission I t  
(1) a A n  Original (Mo, Da. Yr) End of 2008IQ4 

I 7 I BRYANT ROAD #3 EXIT CIRCUIT I 133,402 

. .  I I 
CONSTRUCTION WORK IN PROGRESS - - ELECTRIC (Account 107) ._____.- 

I. Report below descriptions and balances at end of year of projects in process of construction (107) 
2. Show items relating to ”research, development, and demonstratlon” projects last, under a caption Research, Development, and Demonstrating (see 
Account 107 of the Uniform System of Accounts) 
3. Minor projects (5% of the Balance End of the Year for Account 107 or $100,000, whichever is less) may be grouped. 

Line Descriptioriof Project Construction work in progress - 
No. Electric (Account 107) 

(4 (b) 
1 SYSTEM ENHANCEMENTS - NEW CUSTOMERS - RICHMOND 140,93a . ~ - -  
2 KU GENERAL RELIABILITY 138,942 

3 NEW DOUBLE CIRCUITTO CITATION BLVD. 135,394 

134,851 4 KlJ SUBS REMOTE TERMINAL UNIT INSTALLS FOR EKPC METERING 

134.605 5 TROUBLE ORDERS 

6 NEW BUSINESS COMMERCIAL - OR1 - LEXINGTON 134,295 

-- 
. ~ . .  

8 

9 

I O  

11 

12 

13 

14 

15 

16 

17 

18 

- 

I 

131,587 
_ I ~  -. FOURMILE RECONDUCTOR ELECTRIC 

PUBLIC WORKS RELOCATION - OR1 - RICHMOND 128,oia 
-_I_ I 

124,344 DISTRIBUTION RELIABILITY 

PUBLIC WORKS RELOCATION - OR1 - NORTON 119,67E 

117,757 KY 519 HIGHWAY RELOCATION 

PUBLIC WORKS RELOCATION - OR1 - SHELBWILLE 11 6.073 

KU STORM WORK 114,997 

114,592 SCM CENTRAL SPARTA UPGRADE 

NEW BUSINESS SUBDIVISION - UIG - PINEVILLE 113,275 

LEX~NGTON AREA IMPROVEMENTS 108,407 

NEW BUSINESS SERVICE - UIG - LEXINGTON 106.98 

-- 
-- 

--.-_ - 

--.- 

I 

41 I ORACLE I SUPPORT PORTAL ’ 1 - G E z i  

19 

20 

21 

22 

23 
24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

150.395 _.----.. KU BUSINESS OFFICE 

1,176,440,172 

RELOCATIONS CUSTOMER REQUEST 104,197 

102,022 

WISE CIRCUIT 4642 101.772 

SYSTEM ENHANCEMENT - EXISTING CUSTOMERS EARLINGTON 100,762 

100,641 PURCHASE TRANSFORMERS 

NEW BUSINESS RESIDENTIAL - OIH - PINEVILLE 100,634 

DISTRIBUTION MINOR 4,018,932 

.- - NEW BUSINESS RESIDENTIAL- O/H - EARLINGTON 

- 
_.. . 

- 
~- 

- COMMON MAJOR 

SAP FOR CUSTOMER CARE SYSTEM - KU 

CUSTOMER CARE SYSTEM -TECHNOLOGY KU 

22.356,92( 

5,957,824 

4,211,192 

3,239.66.1 

1.226,79: 

CUSTOMER CARE SYSTEM - KU BUSINESS INTELLIGENCE 716,ZlE 

EVA REPLACEMENT PROJECT 486,Oa 

TIER C REPLACEMENT KU 384,335 

EXTEND FIBER TO GREEN RIVER 364,36C 

340,494 NORTH KY BACKBONE RENOVATION 

267.26C COMPlJTER TELEPHONE INTEGRATION REPLACEMENT KU 

241,834 

204,88C 

--- 
- . ” - ~  

.- .- CUSTOMER CARE SYSTEM - ClJSTOMER SERVICE KU 

LAND MOBILE RADIO SYSTEM BUILDOUT 

---. - CUSTOMER CARE SYSTEM - DEVELOPMENT KU 

..____-- 

---- 
-- --. 

I__ - ~ -  CUSTOMER CARE SYSTEM - CHANGE MANAGEMENT KU 

ORACLE FINANCIAUMATERIAL APPLICATIONS 11 510.2 UPGRADE 
I 
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LANK 



End of . 20081Q4 
This Report Is: 
(1 ) An Original 
(2) n A  Resubmission 

Kentucky Utilities Company 

-.....-- -- 
Construction work in progress - tine Description of Project 

No. Electric (Account 107) 
(a) (b) 

I AVAYA UPGRADES REMOTE KU SYSTEMS 149,553 

148,382 2 DEVELOP KU CAMPUS NETWORK 

145.397 3 KU CARPET AND TILE REPLACEMENT 

144,707 4 ACCESS SWITCH ROTATION 

142,649 5 SERVER HARDWARE REFRESH 

6 LEXINGTON PURCHASE E-Z HAULER 132.373 

128,632 7 BACKlJP STRATEGY EXPANSION PROJECT 

122,366 8 KU INTERNAL REQUESTS 

9 ELIZABETHTOWN STOREROOM PAVING 108,(352 

10 NAS NETWORK ATTACHED STORAGE 103.333 

I 11 I SHELBYVILLE STOREROOM PAVING 102.508 

--_-_ 1 - 
.__I 

__.- 

-~ 
-- ---..-. 

- -_ 

I I '  -1 CONSTRUCTION WORK IN PROGRESS - - ELECTRIC (Account 107) .--- 
below descriptions and balances at end of year of projects in process of construction (107) 

2. Show items relating lo "research, development, and demonstration" projects last, under a caption Research, Development, and Demonstrating (see 
Account 107 of the Uniform System of Accounts) 
3. Minor projects (5% of the Balance End of the Year for Account 107 or $100,000, whichever is less) may be grouped. 

I I 
12 I COMMON MINOR 3,496,230 

+------I 13 

14 I 
I I  

I 

18 I 

I 261 I 

- + 37 

38 I 
I 

~~~ - 

~~- ~-~i -- 

- - 

43 TOTAL 1,176,440,172 - - ~~ 

FERC FORM NO. I (ED. 12-87) Page 216.6 



Year/Period of Report 
End of 2008/Q4 

- 
This Report Is: 
(1 ) Izz] An Original (Mo. Da, Yr) 

Date of Report 

l I  Kentucky Utilities Company - ' " T J Z b m i s s i o n  

Name of Respondent 

1. Explain in a footnote any important adjustments during year. 
2. Explain in a footnote any difference belween the amount for book cost of plant retired, Line 11, column (c), and that reported for 
slectric plant in service, pages 204-207, column Qd), excluding retirements of non-depreciable property. 
3. The provisions of Account 108 in the Uniform System of accounts require that retirements of depreciable plant be recorded when 
such plant is removed from service. If the respondent has a significant amount of plant retired at year end which has not been recorded 
and/or classified to the various reserve functional classifications, make preliminary closing entries to tentatively fiinctionalize the book 
3ost of the plant retired. In addition, include all costs included in retirement work in progress at year end in the appropriate functional 
slassifications. 
1. Show separately interest credits under a sinking fiJnd or similar method of depreciation accounting. 

-- 
AmMULATED PROVISION FOR DEPRECIATION OF ELECTRIC UTILITY PLANT (Account 108) - ~ -  

Section A. Balances and Chanoes Durino Year 

71 Balance Beginning of Year I 1,914,631,9321 1,914,631,9321 I 

71 Other Clearing Accounts I I 1 I 

91 Fuel Stock I 798.145) 798.1451 I 

I 10 TOTAL Deprec. Prov for Year (Enter Total of I lines 3 thru 9) -- 
*Charges ;or Plant Retired: -___- 

7,917,559 12 Book Cost of Plant Retired 

13 Cost of Removal 7,152,447 
- -- 

14 Salvage (Credit) 1,042,194 1,042,194 

15 TOTAL Net Chrgs. for Plant Ret. (Enter Total 14,027,812 14,027,812 I---- of lines 12 thru 14) 

2,030,439,913 2,030,308,196 
I O ,  15, 16, and 18) 

Section B. Balances at End of Year According to Functional Classification 

978.507.0431-978.375.326 

_- __.- 
- ~ -  8,216.730 8,216,730 

241 Other Production 1 131,156.527~ 131,156,5171 I 
25 Transmission 324,822,455 324,822,455 

26 Distribution 534.1 81,429 534.181.429 

53,555,739 

Transmission and Market Operation -+- 
Total of lines 20 lhru 28) 2,030,439,913 131,71? 

t 

FERC FORM NO. I (REV. 12-05) Page 219 



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

Kentucky Utilities Company (2) __ A Resubmission 

ISchedule Page: 219 Line No.: 8 Column: c _" --- I 
(Schedule Page: 219 Line No.: 8 Column: d _3 

1 bchedule Pa= 219 Line No.: 16 Column: c .- 

- - - ~  Accrual for Cost of Removal and ARO Parent assets (FERC 254 and 403) 

Depreciation reservefor Plant Held for Future Use - Trimble County Cooling Tower 
(hyperbolic) 

customer payments related to construction projects $ (5,886,825) 
Net: effect of transfers between accounts 107 and 108 3,881,886 
Total $(2,004,939) 

-__-.-.- 

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

I t  2008lQ4 

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



BLANK 



This Report Is: 
( 1 )  B A n  Original (Ma, Da, Yr) 

Date of Report Name of Respondent 

Kentucky Utilities Company 
------ 1 U I - 

MATERIALS AND SUPPLIES -.-. 
I ,  For Account 154, report the amount of plant materials and operating supplies under the primary functional classifications as Indicated in column (a); 
estimates of amounts by function are acceptable. In column (d), designate the department or departments which use the class of material. 
2. Give an explanation of important inventory adjustments during the year (in a footnote) showing general classes of material and supplies and the 
various accounts (operating expenses, ciearing accounts, plant, etc.) affected debited or credited. Show separately debit or credits to stores expense 
cleanno. if aoolicable. 

-- 
YearlPeriod of Report 

End of 20OWQ4 

Line 
NO. 1 

Fuel Stock Expenses llndistributed (Account 152) 

Residuals and Extracted Products (Account 153) 

Plant Materials and Operating Supplies (Account 154) 
Assigned to - Construction (Estimated) 

Assigned to - Operations and Maintenance 

Production Plant IEstimated) 

-"- 

- 
-I___- 

Account 

(a) 

- _. 

.--- 

.- 
77.778.066 19.657.31 I Electric 

Balance 
Beginning of Year 1 (b) 

Merchandise (Account 155) 

Other Materials and Supplies (Account 156) 

Nudear Materials Held for Sale (Account 157) (Not 
applic to Gas MI) 

Stores Expense Undistributed (Account 163) 

Balance 
End of Year 

(C) 

- 
.-- 

6,202,306 Electric - 6,454,808 

Department or 
Departments which 

Use Material 1 Id) 
1 I Fuel Stuck (Account 151) I 41,770,628 I 72,708,035 I Electric 

2 

3 
- 
4 
5 
6 
7 

- 
- 
-- 

8 I Transmission Plant [Estimated) I 2.910.358 I 3.099.200 I Electric 

9 I Distribution Plant (Estimated) I 6,681,602 I 6,805,178 I EIectric 

10 I Regional Transmission and Market Operation Plant 
(Estimated) 

11 Assigned to - Other (provlde details in footnote) I I I 
12 I TOTAL Account 154 (Enter Total of lines 5 thru 11) I 27,370,026 I 29,561,689 I 
13 
14 

15 

I_ 

16 - 
17 

20 TOTAL Materials and Supplies (Per Balance Sheet) 75,595.462 108,472,032 -1 
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Name of Respondent This Re ort Is: Date of Report YearIPeriod of Report 

Kenlucky Utilities Company 
(Mo, Da, Yr) 

End of 2008/Q4 
(I) & ~ n  Original 
(2) n A  Resubmission I I  

I U I I t- Allowances (ACCOtink 158.1 and 158.2) 

1. Report below the particulars (details) called far concerning allowances. 
2. Report all acquisitions of allowances at cost. 
3. Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by General 
Instruction No. 21 in the Uniform System of Accounts. 
4. Report the allowances transactions by the period they are first eligible for use: the current year's allowances in columns (b)-(c), 
allowances for the three succeeding years in columns (d)-(i), starting with the following year, and allowances for the remaining 
succeeding years in columns (j)-(k). 

(EPA) issued allowances. Report withheld portions Lines 36-40. 

Current Year I 2009 

I 
- 

(Account 258.1) No. Amt. No. Ami. 
I C )  Id) Iel 

I I I--- 4 I Issued (Less Withheld Allow) 
5 I Retiirnprl hv €PA 

- 

-- 

FERC FORM NO. 1 (ED. 12-95) Page 228 



Name of Respondent 

Kentucky Utilities Company 

Year/Period of Report 

(2) n A  Resubmission 

4 
46 

- 

-- -_I 

Allowances (Accounts 158.1 and 158.2) (Continued) 

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

I I 
I 

x_ 

Arnt. No. 
201 0 201 1 Future Years 

No. Amt. No. Amt. No. Amt. 

I 
502.00 31 1.49d ! 

66.968 W 3,867 I( 
32 00 I' 

1: 

_I 

-.- 

--- 
I 
1 

-- 
I I 

67.502.001 

I - I 2! 
2( 

I .- .̂ _I$_--- - 

1 I 

- I 3 
I 3, 

I I 3 

I ..- 1 I I I I I '  
, 1.106.501 150.6521 2,215.50) 583,101 4 

FERC FORM NO. I (ED. 12-95) Page 229 
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-Name of Respondent This Report is: 
(I) X An Original 

Kentucky Utilities Company (2) - A Resubmission 

-~ 
-'__1 Ehedule Page: 228'- Line No.: I Column: b ~- - _ _ _ _ _ - - - ~ _ _ _ _  

-.I__-- -- 

The beqinninq balance allowance amount is composed of 97,723 SO2 allowances and 9,997 

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

I /  20081Cl4 

Ozone Season-NOx allowances. ~~- 
jSchedule Page: 228 Line No.: I Column: c 
The beginning balance allowance dollars is composed entirely o f  the value of SO2 
allowances. -. 
p d u l e  Page: 228 Line N& I Column: d 
The beginning balance allowance amount i s  composed of 83,343 SO2 allowances, 6,683 Ozone 
Season NOx allowances and 15,158-Annual NOx allowances. 
bchedule Page: 228 Line $2.: I Column: f 
The beqinninq balance allowance amount is composed o E  77,535 SOFallowances , 6,683 Ozone 

1 

1 
7 

_- 

~ _ _ - -  

Season-NOx arlowances and 15,158 Annual NOx allowances. 
wedure Page: 228 Line No.: I Column: h .I"- -__--_- 2 ~ - -  
The beqinninq balanceallowance amount is composed of 77,535 SO2 allowances, 6,683 Ozone 

-_1__-_" --_. Season-NOx ailowances and 15,158 Annual NOx allowances. 
bhedule Page: 228 Line No.: I Column: ----.._I_ j 
The beginning balance allowance amount is c o m m  2 , 015 , 910 SO2 allowances , 20,049 
Ozone Season NOx allowances and 45,474 Annual NOx allowances. 

The beqinninq balance allowance amount i s  composed of 2,352,046 SO2 allowances, 50,095 
w i t p a g e :  228 Line No.: 1 Column: I ___I -,._-.___-,_l__ 

J .---.-_I_.-__ Ozone Season-NOx allowances and 90 , 948 Annual- NOx allowances. 

!ke beginning balance allowance dollars r s  composed entirely of the value of 502 

__- 
chedule - - ~  Page: 228 Line No.: 7 Column: m -___I___- 

-1 allowances. - ____I_- I-_-- __- 
bchedule Page: 228 Line No.: 9 Column: a ~- 
Purchases: 

Merrill Lynch Commodities NBP 111 $ 70,485 
Holcim US Inc 100 61,000 
Birchwood Power Facility 30 18,300 
Lockport Cogeneration Facility 100 63 , 5 0 0  
Bayonne Plant Holding, LLC 36 21,960 
Aventine Renewable Energy, InC 125 76,250 

Total 502 $311,495 
' w e d u l e  Page: 228 Line No.: I O  Column: a 
Kentucky Utilities Company and Louisville Gas'& Electric Company are both owned by E.ON ' 
U.S. LLC. 
bchedule Page: 228 Line No.: 22 Column: a 
Kentucky Utilities Company and Louisville Gas-ic Company are both owned by E.ON 

' 
U.S. LLC 

No. cost 

- _ -  - - - - - - - - 

_)- 

--_I _....---_____I________ 

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



Name of Respondent 

Kentucky Utilities Company End of 2008IQ4 
This Report Is: 
(1) (ZS3An Original (Mo, Da, Yr) 

Date of Report 

(2) n A  Resubmission I 1  

Line Description and Purpose of Balance at Debits - CREDITS 
No Other Regulatory Assets Beginning of Written OR Ounng On During 

Current the Quarteflear !he Period 
QuarterlYear Account Charged Amount 

(a 1 (b) - (c) (d) (e) 
1 SFAS 158- Pension and Postretirement 27,744,630 99,705,057 228.3 617,597 

2 Asset Retirement Obligab'on 24,116,268 3,771,327 407 16,278 

3 MISO Exit Fee 20,097,494 g@$-!S$zgp7 I, A , , . < -  :,& 1,504,306 

4 SFAS 109 - Income Taxes 6,517,298 4,170,072 2821283 510,190 

5 FERC Jurisdictional Pension Expenses 2,472.173 340,253 

6 Wind Storm 2008 2,188,420 

7 Ice Storm (Jul-04 to Jun.09) 

8 Ky Consortium for Carbon Slomge 

- 

1 .I 87,388 593 791,604 

- -  .- 130,014 L 

E-.-- I 
I 

Balance at end of 
Cunent QuarterNear 

- (9 
126,832,09[ 
27,871,31i --- 
18,593,181 

10,207,181 
281 2,421 
2,188,421 
395,78r 
130.01 1 --- 

FERC FORM NO. 113-Q (REV. 02-04) Page 232 

14 
15 
16 
17 
18 
19 
20 

- 

_I 

-. 
-__.---.--- 



Name of Respondent 

Kentucky Utilities Company 

---- -'-I chedule Page: 232 Line No.: 3 Column: d 
kursuant to FERC Order, Docket No. ER06-1308-004-?ssued MaGFh 4, 2008, adjustments are 

This Report is: Date of Report YearIPeriod of Report 
(1 ) X An Original (Mo, Da, Yr) 
(2) _. A Resubmission / I  20081Q4 

being made to the beginning balance of the regulatory asset for the MIS0 exit fee 
originally paid by the Company in September 2006. These adjustments will continue to be 
recorded until December 2014. 

_I- 

FOOTNOTE DATA 

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



Name of Respondent 
Kentucky Utilities Company (2) n A  Resubmission - 1 

MISCELLANEOUS DEFFERED DEBITS (Acrxlunt 186) 

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

Date of Report Yearipenod of Report 
(Mo, Da, Yr )  End of 2008K24 

/ I  

1 
_- 1, inn I nescrinlinn nf Mist-fillnnnntis i Balance a t  Debits I CREDITS -. ....---. -. 

Amount Deferred Debits Beginning of Year Account 
Charged 

(b) (c) (4 (e) 
36,870,076 2,560,385 4211426 705,624 

~ 

Balance a t  
End of Year 

(f) 
38,724,837 

I 

20,153,131 -- ' w - 4 0 4 5  i 188'1 68,668 I 
4 
5 
6 

8 
9 

I O  
11 
12 
13 

7 

16,802,000 28,055.000 440-445 36,987,000 7,870.00a KY - Fuel Adjustment Clause 

OMU Emission Allowances 1,246,600 485,893 555 38,593 i ,693,gaij 

_____- 
- 

_" - -- 
VA - Fuel Cost Component 528,256 1,503,765 440-445 528,256 1,503,765 

1,304,056 Rate Case Expenses 

Financing Expense 1,710,871 1811189 '7 1,316,471 394,400 

-- - 
--- - 1,304,056 

p__p--- 

,-- 

I 

15 
16 
17 
18 
19 
20 
21 
22 
23, 

Expenses (See pages 350 - 351) 
72,026,836 

Customer Credit Accounts 
378,634 3,579.285 440-445 -- 3,772,725 185.194 Receivable - 

(Aug-06 to Jul-23) 68,750 8,486 961 12,898 64,338 

_"____. 
Carrollton SaleILeaseback 

- 
Cellular Antenna Billable Chgs 37,091 9,621 456 20,667 26,045 

16,145 Land Options 16,145 
-- 

-- 

FERC FORM NO. I (ED. 12-94) Page 233 

24 
25 Merger Surcredit 
26 

- 
I 

- 691,945 1,025,000 440-445 _. 1.71 6,945 



Jame of Respondent 7 - T v ; r ; e r i o d  of0f;x$ 
<entucky Utilities Company (2) n A  Resubmission I f  --.- I U I I 

ACCUMULATED DEFERRED INCOME TAXES (Account 190) 

. Report the information called for below concerning the respondent‘s accounting for deferred income taxes. 

. At Other (Specify), include deferrals relating to other income and deductions. 

Description and Location Balance of Begining 
of Year 

14,185,872 

50,686,900 

t I 

50,753,516 5Q,686,90C 

Noles 

3CR & VA Fuel Clause 
Jorkers’ Compensation 
Jacation Pay 
itate Tax Adjustment 
3ad Debt Reserve 
)emand Side Management 
Xstomer Advances 
)MU &cess Amortization 
Ither 

rota1 Electric Line 7 

3alance of Beginning of Year 
;ess Debits to: 
k c t  410.1 
4cct 410.2 
Xher Balance Sheet Accounts 
Plus Credits to: 
4cct 411.1 
4cct 411.2 

3alance at  End of Year 

Bal. a t  Beg. of Year B a l . .  
(147,674) 

1,205,324 
1,632,212 
765,612 
754,352 
702,013 

1,090,498 
751,476 
821,394 _ _ _ _ _ - _ _ _ _ _  

7,575,207 
______-__^_  ----------- 

50,753,516 

15,109,315 
447,128 

3,427,798 

at  End of Year 
(584,965) 

1,008,420 
1,884,363 

1,119,739 
1,965,542 

0 
674,373 
242,911 

(382,681.) 

- .. - - ._ - - - - - 
5,927,702 
------_--_ ---------- 

.-- 
1- 

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



Name Kentucky of Respondent Utilities Company r Date of Report Year/Period of Report 
/ : 7 2 0 0 8 / Q 4  (Mo. Da, Yr) This (1) Re &An ort Is: Original 

(2) n A Resubmission 

-- 
Line Class and Series of Stock and Number of shares 
No. Name of Stock Series Authorized by Charter 

(b) .-.-- (a ) 
1 Common Stock 
2 Without Par Value 80,000.000 
3 Total Common 80,000,000 
4 

5 Preferred Stock, Cumulative, $100 Stated Value 5,300,000 

7 Total Preferred 7,300,000 

- 
. 6 Preference Stock, Without Par Value 2,000,000 

A 

- 
36 
37 
38 
39 

Par or Stated 
Value per share 

Call Price at 
End of Year 

(C) (d) 

- 
- - 

100.00 

100.00 

FERC FORM NO. I (ED. 12-91) 

I 
I 

-_--___- I+ 
35 
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Name of Respondent 
Kentucky Utilities Company 

-_ 
This Re ort Is: Date of Report YearfPerfod of Report 
(1) &M Original (Mo, Da, Yr) End of 2008lQ4 
(2) DA Resubmission I I  

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

- 
OUTSTANDING PER BAWNCE SHEET 

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

Amount Shares - 
(0 (e) 

37,817,878 308,139,978 

308,139,978 - 3 7 , a v , m  

___---_- 
- 

- 

- 

---- 
- 

- 

- 

- 

HELD BY RESPONDENT Line 

%Pt sh$;es 6) 

AS REACQUIRED STOCK (Account 217) IN SINKING AND OTHER FUNDS No. - 

Amount 

1 

2 

3 

4 
5 

6 

7 

8 
9 

10 

11 
12 

13 

14 

15 

16 

17 

18 
19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 
31 

32 

33 

34 

35 

36 
37 

sty 
_- 

- --- --. 

- 
- 

--I__l_____l____-l____--l_)p--. 

-- 

- ..I 

- - 

- 
- -- 

- 
-- 

- 
__. 

- 
-~ 

. .- 

..- 

- 
---.- -- 

. .- 
-- - 

-----.-- 
-l_l_____l--pl_ 

3a 

39 

40 
41 

42 

.-- 
-. -. - - 



Name of Respondent r Kentucky Utilities Company 

Datz of Report YearIPeriod of Report This Re ort Is: 

(2) n A  Resubmissian / I  
(1) $An Original (Mo. Da, Yr) End of 2008104 

Report below the balance at the end of the year and the information specified below for the respective other paid-in capital accounts. Provide a 
subheading for each account and show a total for the account. as well as total of all accounts for reconciliation with balance sheet, Page 112. Add more 
columns for any account if deemed necessary. Explain changes made in any account during the year and give the accounting entries effecting such 

~ change. 
(a) Donations Received from Stockholders (Account 208)-State amount and give brief explanation of the origin and purpose of each donation. 
(b) Reduction in Par or Stated value of Capital Stock (Account 209): State amount and give brief explanation of the capital change which gave rise to 
amounts reported under this caption including identification with the class and series of stock to which related. 
(c) Gain on Resale or Cancellation of Reacquired Capital Stock (Account 210): Report balance at beginning of year, credits, debits, and balance at end 
of year with a designation of the nature of each credit and debit identified by the class and series of stock to which related. 

2 Account 21 1 : 
3 Contributed Capital - Misc. - Balance January Ir5008 #----- 4 Contributed Capital March 28,2008 

I 121 I 

90,000,oor 
25,000,00( 

13 

14 

5 
6 
7 

8 

9 

10 

11 

I 191 I 

Contributed Capital June 27, 2008 
Contributed Capital September 29,2008 

Conkbuted Capital December 26,2008 

Contributed Capital December 31. 2008 

50,000,00( 
50,000,00[ 
20.000.00( 

5,711,59i 

-_--- 
-__- 

-.- 
. _ - ~ -  

- I 

I 221 

I 

- 26 

27 

28 
-- 

I 291 I 

I 331 I 

FERC FORM NO. 1 (ED. 12-87) Page 253 



.- 
Year/Period of Report 

n Original 
(2) n A Resubmission Kentucky Utilities Company 

I U I 
CAPITAL STOCK EXPENSE (Account 214) 

1. Report the balance at end of the year of discount on capital stock for each class and series of capital stock. 
2. If any change occurred during the year in the balance in respect to any class or series of stock, attach a statement giving particulars 
(detalls) of the change. State the reasan for any charge-off of capital stock expense and specify the account charged. 

Line 
No. 

Class and Series of Stock 
(a) -- 

1 Expenses on Common Stock 

rT 

~ 

.-- 

13 

14 

15 
16 

- 

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



Date of Report 
(1) B A n  Original (Mo. Da. Yr) 

\lame of Respondent 

Kentucky Utilities Company (2) n A  Resubmission 

This Report Is: 

I -". U 
. .  

I 
LONG-TERM DEBT (Account 221.222.223 and 2241 

YearlPeriod of Report 
End of 2008/Q4 

I .  Report by balance sheet account the particulars (details) concerning long-term debt included in Accounts 221, Bonds, 222, 
ieacquired Bonds, 223, Advances from Associated Companies, and 224, Other long-Term Debt. 
?. In column (a), for new issues, give Commission authorization numbers and dates. 
3. For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the bonds. 
1. For advances from Associated Companies, report separately advances on notes and advances on open accounts. Designate 
jemand notes as such. Include in column (a) names of associated companies from which advances were received. 
5. For receivers, certificates, show in column (a) the name of the court -and date of court order under which such certificates were 
ssued. 
5" In column (b) show the principal amount of bonds or other long-term debt originally issued. 
7. In column (c) show the expense, premium or discount with respect to the amount of bonds or other long-term debt originally issued. 
3. For column (c) the total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount. 
ndicate the premium or discount with a notation, such as (P) or (D). The expenses, premium or discount should not be netted. 
3. Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or discount associated with 
ssues redeemed during the year. Also, give in a footnote the date of the Commission's authorization of treatment other than as 
jpecified by the Uniform System of Accounts. 

2 
3 
4 
5 
6 
7 

' 8 

--- 
-. 

-- 
Principal Amount Total expense, --il Of Debt issued Premium(;; Discount 

.ine 'T (For new issue, give commission Authorization numbers and dates) 
Class and Series of Obligation, Coupon Rate 

(a) 

Pollution Control Bonds: (2) 
12,900,000 497,122 Mercer County 2000 Series A, due 05/01/2023, Variable (3) 

Carroll County 2002 Series A, due 02/01/2032. Variable 20,930,000 120,138 
Carroll CouKi 2002 Series E, due 02/01/2032. Griable 2,400,000 83,078 

93,078 Muhlenberg CounIy 2002 Series A, due 02/01/2032, Variable 
Mercer County 2002 Series A, due 02/01/2032, Variable 7,400,000 92,678 

2,131.476 CarrzCountv 2002 Series C. due 10/01/2032. Variable 

--- 
-.- .----- 

- 2,400,000 

96.000.000 

9 
10 
11 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Carroll County 2004 Series A, due 10/01/2034, Variable (3) 
Carroll County 2005 Series A, due 06/01/2035, Variable (defeased 11/5/08) (3)(4) 
C&oll County 2005 Series E. due 06/01/2035, Variable (defeased 17/5/08) (3)(4) 
Carroll County 2006 Series A, due 06/01/2036, Variable (defeased 11/12/08) (3)(4) 
Carroll County 2006 Series 8, due 10/01/2034, Variable (3) 
Carroll County 2006 Series C, due 06/01/2036, Variable (defeased lO/l7/08) (3)(4) 
Carroll County 2007 Series A. due 02/01/2026,5.750% (3) 
Trimble County 2007 Series A, due 03/01/2037, 6.000% (3) 
Carroll County 2008 Series A, due 02/01/2032. Variable (3)(4) 

50,000,000 1,363,166 
13,266,950 529,682 
43,266,950 533.187 
16,693,620 618,873 
54,000,000 1,213,518 
16,693,620 629,606 
17,875,000 61 0.01 6 

456,138 
77,947,405 545,471 

9,517,227 

--- 
_" - - 

I-.. ---- 8,927,000 

- 
.-_-- TOTAL ACCOUNT 221 410,700,545 

ACCOUNT 223: 
Notes Payable lo Fidelia, due 11/24/2010,4.240% - unsecured 
Notes Payable to Fidelia, due 01/16/2012, 4.390% - unsecured 
Notes Payable to Fidelia, due 04/30/2013,4.550% - unsecured 
Notes Payable to Fidelia, due 08/15/2013, 5.310% - unsecured 
Notes Payable to Fidelia. due 12/19/2014. 5.450% - unsecured 

33,000,000 
50,000,000 

100,000,000 
75,000,000 

100,000,000 

-- 
_- ------- 

- - I . ~  ____I 

26 
27 
28 
29 
30 

due 08/27/2018, 5.645% -unsecured (5) 
due 12/17/2018, 7.035% - unsecured (5) 

50,000,000 
75,000,000 

50,660,000 
50,000,000 
50,000,000 

~- Notes Payable to Fidelia, due 07/08/2015,4.735% - unsecured 
Notes Payable to Fidelia, due 12/21/2015, 5.360% - unsecured 

Notes Payable to Fidelia, due 10/26/2016. 5.675% - unsecured 
Notes Payable to Fidelia, due 06/20/2017, 5.980% - unsecured 
Notes Payable to Fidelia. due 07/25/2018, 6.160% - unsecured (5) 

--~. 

- 

-- 50,000,0001 
75,000,000l 

33 TOTAL 1.591,700.545 
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Tame of Respondent 

Kentucky Utilities Company 
--. - f LJ I I 

LONG-TERM DEBT (Account 221.222.223 and 224) (Continued) 

YearIPeriod of Report 
End of 2008/Q4 

This Re ort Is: 
(1) d A n  Original 
(2) n A Resubrnission 

IO. Identify separate undisposed amounts applicable to issues which were redeemed in prior years. 
11. Explain any debits and credits other than debited to Account 428. Amortization and Expense, or credited to Account 429, Premium 
in Debt - Credit. 
12. In a footnote, give explanatory (details) for Accounts 223 and 224 of net changes during the year. With respect to long-term 
5dvances. show far each company: (a) principal advanced during year, (b) interest added to principal amount, and (e) principle repaid 
luring year, Give Commission authorization numbers and dates. 
13. If the respondent has pledged any of its long-term debt securities give particulars (details) in a footnote including name of pledgee 
and purpose of the pledge. 
14. If the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of 
/ear, describe such securities in a footnote. 
15. If interest expense was incurred during the year on any obligations retired or reacquired before end of year, include such interest 
2xpense in column (i). Explain in a footnote any difference between the total of column (i) and the total of Account 427, interest on 
long-Term Debt and Account 430, Interest on Debt to Associated Companies. 
16. Give particulars (details) concerning any long-term debt authorized by a regulatory commission but not yet issued. 

u n in 

reduction for amounts held by 
- uota~ amouVnnt’SoS&n%ing wthout ‘ION PERIOD 

Date To resp ndent) 
(g) ?h) 

- --. 

05/01 12023 12,900,000 
02/01/2032 20,930,000 
02/01/2032 2,400,000 
02/01/2a32 2,400,000 
02/01/2032 7,400,000 
10/01/2032 96,000,000 

50,000,000 10/01/2034 
0610 1 12035 
06/01/2035 
0610 1 12036 
10/01/2034 
06/01/2036 

02/01/2026 17,875,000 
03/01/2037 8,927,000 
02/01/2032 77,947,405 
-_ 350,779,405 

-- 

- 
-- 

54,000,000 - 

.I-- 

33.000.000 
50,000,000 

100,000,000 
75,000,000 

100,000,000 
50,000,000 
75,000,000 
50,000,000 

- 50,000,000 
50,000,000 
50,000,000 
75,000,000 

~ _ _ - -  I- -- 

- 

1 I 

AMORTIZP 
Date of 

of Issue Date From 

Line 
NO Interest for Year 

Amount 
(1) 

pjy@r?&&FpF*~---y =-r--*=- 
CiX  ̂ ~..+waA:~~~%~&c&&?$~~ 

295,138 
384,152 1 -- -- 
44,050 
44,050 1 

- 

135,821 
3,562,336 < 

1,550.362 ’ 
443,854 I I  

442,897 1 
831,961 1 

2,885,164 1 

- 

___ 

- 
338,340 1s 
985,687 1 
508,941 1 
325,420 1 

12,778.173 1 

1 
2 

1 ,399,2001-2 
2,195.000 2 
4,550,000 2 
3,982,500 2 
5,450,000 2 
2.367.500 2 
4,020,000 2 
2,837,500 2 
2,990,000 2 

‘ 1,334,667 3 
980,035 3 
219,844 3 

-.- 

I I 

05/19/2000 
05/23/2002 
05/23/2002 
05/23/2002 
05/23/2002 

05/01/2023 0511 912000 
02/01/2032 05/23/2002 
02/01/2032 05/23/2002 
02/01/2032 05/23/2002 
02/01/2032 05/23/2002 

- --- 

11/17/2005 - 106/01/2035 I 11/17/2005 

07/20/2006 06/01/2036 I 07/20/2006 

10/03/2002 
10/2012004 
07/07/2005 

-___. 

02/23/2007 )10/0112034 i 02/23/2007 

10/01/2032 10/03/2002 
10/01/2034 10120/2004 
06/01/2035 07/07/2005 

1 OM 7/2008 

-, 

11/24/2003 

t--t-- 
11/24/2010 

01 / I  512004 
04/30/2003 
08/15/2003 

01 / I  6/20 1 2 
04/30/2013 
08115/2013 

12/20/2007 
07/08/2005 
12119/2005 

- 

I I - 
10/25/2006 I10/25/2016 
06/20/2007 106/20/2017 I 

*- 12/19/2014 
07/08/2015 
12/22/2015 

1,531,779,405 68,330,556 33 
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Name of Respondent 
Kentucky Utilities Company 

I I 2 
3 
4 

5 
6 
7 
8 
9 

Re ort Is: 
+JAR Originat 
n A  Resubmission 

___- ACCOUNT 223 conlinued: 

_. 

70,000,000 
53,000.000 
75,000,000 

100,000,000 
50,000,000 

TOTAL ACCOUNT 223 1,181,000.000 

.- Notes Payable to Fidelia, d& 10/25/2019.5.7~0% -unsecured 
Notes Payable to Fidelia, due 02/07/2022,5.690% - unsecured 
Notes Payable to Fidelia, due 05/22/2023,5.850% -unsecured (5) 
Notes Payable to Fidelia, due 09/14/2028,5.960% - unsecured (5) 
Notes Payable to Fidelia. due 06/23/2036,6.330% - unsecured (5) 
Notes Payable to Fidelia, due 03/30/2037,5.860% -unsecured (5) 

I_ - .- 

75,000,000 __ 
--- 

Date of Report Yeadperiod of Report 
(Mo, Da, Yr) End of 2008/Q4 

-.- 21 
22 
23 
24 
25 
26 

- 

.- 

I U I I 
LONG-TERM DEBT (Account 221,222,223 and 224) -_____- -- -- 

I. Report by balance sheet account the particulars (details) concerning long-term debt included in Accounts 221, Bonds, 222, 
Reacquired Bonds, 223, Advances from Associated Companies, and 224, Other long-Term Debt. 
2. In column (a), for new issues, give Commission authorization numbers and dates. 
3. For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the bonds. 
4. For advances from Associated Companies, report separately advances on notes and advances on open accounts. Designate 
demand notes as such. Include in ralumn (a) names of associated companies from which advanrxx were received. 
5. For receivers, certificates, show in column (a) the name of the court -and date of court order under which such certificates were 
issued. 
6. In column (b) show the principal amount of bonds or other long-term debt originally issued. 
7. In column (c) show the expense, premium or discount with respect to the amount of bonds or other long-term debt originally issued. 
8. For column (c) the total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount. 
,Indicate the premium or discount with a notation, such as (P) or (D). The expenses, premium or discount should not be netted. 
19. Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or discount associated with 
 issues redeemed during the year. Also, give in a footnote the date of the Commission's authorization of treatment other than as 
ispecified by the Uniform System of Accounts. 

I-- 

-.- 

_____-- 
Principal Amount Total expense, 
Of Debt issued Premium or DIscount 

Class and Series of Obligation, Coupon Rate 
(For new issue, give commission Authorization numbers and dates) 

(a) 

H- 
12 

I- 14 --I--- 
I+,- 4 

- 33 TOTAL 
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This Re rt is: Date of Report 
(11 [.Is".. Original 
(2) n A  Resubmission I /  

(Mo, Da, Yr) 
Kentucky Utilities Company 

I I--I I I 
LONG-TERM DEBT (Account 221.222.223 and 224) (Continued) 

~- 
YearJPeriod of Report 
End of 2008/Q4 

IO. Identify separate undisposed amounts applicable to issues which were redeemed in prior years. 
1 I. Explain any debits and credits other than debited to Account 428, Amortization and Expense, or credited to Account 429, Premium 
on Debt - Credit. 
12. In a footnote, give explanatory (details) for Accounts 223 and 224 of net changes during the year. With respect to long-term 
advances, show for each company: (a) principal advanced during year, (b) interest added to principal amount, and (c) principle repaid 
during year. Give Commission authorization numbers and dates. 
13. If the respondent has pledged any of its long-term debt securities give particulars (details) in a footnote including name of pledgee 
and purpose of the pledge. 
14. If the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of 
year, describe such securities in a footnote. 
15. If interest expense was incurred during the year on any obligations retired or reacquired before end of year, include such interest 
expense in column (i). Explain in a footnote any difference between the total of column (i) and the total of Account 427, interest on 
Long-Term Debt and Account 430, Interest on Debt to Associated Companies. 
16. Give particulars (details) concerning any long-term debt authorized by a regulatoiy commission but not yet issued. 

1 
Line 
No. 

u n in 

reducbon for amounts held by 
respondent) 

Nominal Date Date of (Total amofnt?$s&n%ing without Interest for Year 
AMORTIZATIONPERIOD 

of Issue Maturity Date From Date To Amount 
(d 1 (e) (f) (9) _. (h) 0 )  _----- 

1 

10/25/2007 10/25/2019 70,000,000 3,997,000 2 
53,000,000 02/07/2007 02/07/2022 
75,000.000 2,693,437 4 05/20/2008 05/22/2023 
100,000,000 5,960,000 f 09/14/2007- 09/14/2028 

06/23/2006 06/23/2036 50,000,000 3,165.000 E 
-__I_ 03/30/2007 03/30/2037 75,000,000 4,395,000 7 

1,781,000.000 55,552.383 E 
s 

I C  
11 
1; 
1: 
11 
I t  
I f  

3,015,700 ---- - .--.- 
-- --.-- 

--- 

-- ___ 
. ,- ~ 

---I 
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-.- 
K a m e  of Respondent This Report is: Date of Report YearIPeriod of Report 

(I) 21 An Original 

1 

(Mo, Da, Yr) 
Kenlucky Utilities Company (2) - A Resubmission I I  zooam4 

I 

1- FOOTNOTE DATA - I 
-- -.- ^- 

[Schedule Page: 256 Line No.: I Column: a --I--- 

(1) Per instruction 9 concerning the treatment of unamortized debt expense, premium or 
discount - Debt premium and expenses are being amortized over the lives of the related 
issues. 

(2) Pollution control series bonds are obligations of Kentucky Utilities Company (Ku) 
issued in connection with tax-exempt pollution control revenue bonds issued by various 
governmental entities, principally counties in Kentucky. A loan agreement obligates KU to 
make debt service payments to the county that equate to the debt service due from the 
county on the related pollution control revenue bonds. 

(3) In February 2008, KU issued a notice to bondholders of its intention to convert the 
Carroll County 2007 Series A bond and the Trimble County 2007 Series A bond from the 
auction rate mode to a fixed interest rate mode, as permitted under the loan documents. 
These conversions were completed in April 2008, and the new rates on the bonds are 5.75% 
and 6.00%, respectively. 

In March 2008, KU issued notices to bondholders of its intention to convert the Carroll 
County 2006 Series C bond and the Mercer County 2000 Series A bond from the auction rate 
mode to a weekly interest rate mode, as permitted under the loan documents. The Carroll 
County conversion was completed in April 2008, and the Mercer County conversion was 
completed in May 2008. In connection with these conversions, KU purchased the bonds from 
the remarketing agent. In October 2008, the Carroll County 2 0 0 6  Series C bond, along with 
the Carroll County 2005 Series A and B and Carroll County 2006 Series A bonds, were 
def eased. 

In June 2008, KU issued notices to bondholders of its intention to convert the Carroll 
County 2004 Series A bond from the auction rate mode to a weekly interest rate mode, as 
permitted under the loan documents. The conversion was completed in cJuly 2008. Tn 
connection with the conversion, KU purchased the bond from the remarketing agent. 

In November 2008, KU issued notices to bondholders of its intention to convert the Carroll 
County 2006 Series B and Carroll County 2008 Series A bonds from the auction rate mode to 
a weekly interest rate mode, as permitted under the loan documents. The conversion was 
completed in December 2008. 
associated with the bonds was terminated and replaced with letters of credit. 

In December 2008, KU remarketed the Mercer County 2000 Series A and Carroll County 2004 
Series A bonds. 
with the bonds was terminated and replaced with letters of credit. 

In connection with the conversions, the bond insurance policy 

In connection with the conversions, the bond insurance policy associated 

In December, Ku converted the interest rate mode o f  the Carroll County 2006 Series B to a 
weekly mode from an auction mode. 
the Mercer County 2000 Series A, and the Carroll County 2008 Series A, were issued with 
the enhancement of a letter of credit. 

The bond along with the Carroll County 2004 Series A, 

As of December 31, 2008, KU had no remaining repurchased bonds. 

(4) In October 2008, ICLT issued Carroll County 2008 Series A tax exempt bond in the amount: 
of $78 million as authorized by the Kentucky Public Serice Commission in its orders dated 
September 16, 2008 in Case No. 2008-00309 and June 17, 2008 in Case No. 2008-00132, the 
Commonwealth of Virginia State Corporation Commission in its orders dated August 29, 2008 
is Case No. PUE-2008-00077 and June 19, 2 0 0 8  in Case No. PUE-2008-00034, and the Tennessee 
Regulatory Authority in its orders dated September 15, 2008 in Case No 08-00144 and July 
15, 2008 in Case No. 08-00070. The new bond matures on February I, 2032, and bears 
interest at a variable rate. The new bond refinanced four existing bonds (Carroll County 
2005 Series A and B - $13 million each and the Carroll County 2006 Series A and C - $17 
million each), and includes $18 million of new funding. The proceeds from the new funding 
[FERC FORM NO. I (ED. 12-87) Page 450.1 1 ~, 



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

Kentucky Utilities Company (2) - A Resubmission 

will be held in escrow pending incurrence of qualifying expenditures. 

( 5 )  During 2008,  the Company executed four additional. long-term loans with Fidelia 
Corporation: 

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

I 1  20081Q4 

Amount 
$75 ,000 ,000  
$ 5 0 , 0 0 0 , 0 0 0  
$ 5 0 , 0 0 0 , 0 0 0  
$75 ,000 ,000  

Maturity Date 
05/22/2023 

Interest Rate Date Issued 
5 - 850% 05 /20 /2008  
6 .160% 07/25/2008 07/25/2018 
5.645% 08 /26 /2008  08/27/2018 
7.035% 12 /15 /2008  12 /17 /2018  

The new long-term loan agreements were authorized by the Kentucky Public Serive Commission 
in its February 13, 2008 Order in Case No. 2007-00548,  the Commonwealth of Virginia State 
Corporation Commission in its January 1 6 ,  2008 Order in Case No. PUE-2007-00218, and the 
Tennessee Regulatory Authority in its _February-22, 2008 Order in Case No. 08-00009.  

Interest Pollution Control Bands ( 2 2 1 ) :  
Total Account 427000-427199 $ 1 2 , 7 7 8 , 1 ? 2  
Interest on Debt to Associated Companies: 
Notes Payable (223)  5 5 , 5 5 2 , 3 8 3  
Other Short T e r m  Interest 2 , 3 0 7 , 2 5 6  
Total Account 430 $ 5 7 , 8 5 9 , 6 3 9  

gchedi.de Page: 256 Line No.: l--,column: i ___-- -- 
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.- 
Date of Report YeartPeriod of Report 
(Mo, Da. Yr) End of 20081614 

(2) n A  Resubmission I I  Kentucky Utilities Company 
I 4 I I t RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL INCOME TAXES 

1. Report the reconciliation of reported net income for the year with taxable income used in computing Federal income tax accruals and show 
computation of such tax accruals. Include in the reconciliation. as far as practicable. the same detall as furnished on Schedule M-I of the tax return for 
the year. Submit a recanciliation even though there is no taxable income for the year. Indicate clearly the nature of each recmciling amount. 
2. If the utility is a member of a group which files a consolidated Federal tax return, reconcile reported net income with taxable net income as if a 
separate return were to be field, indicating, however, Intercompany amounts to be eliminated in such a consolidated return. State names of group 
member, tax assigned to each group member, and basis of allocation, assignment, or sharing of the consolidated tax among the group members. 
3. A substitute page, designed to meet a particular need of a company, may be used as Long as the data is consistent and meets the requirements of 
the above instructions. For electronic reporting purposes complete Line 27 and provide the substitute Page in the context of a footnote. 

.- 
Line Parliculars (Details) Amount +- (a) I 
I 1 lNet Income for the Year fPaoe 117) I 157.265.567 

8 
9 Deductions Recorded on Books Not Deducled for Return -- 

I O  See footnote 
11 

-I 
.- 
17 I 

--__-- 
Charged Against Book Income -- 

197,395,914 

23 
24 
25 
26 
27 Federal Tax Net income 
28 Show ComDutation of Tax: 

- 

- 197,395,914 
69.088.57C 

_____--_I- 

Taxes to Actual and Other 

35 Total 45,480,39$ -___ e- 3R 
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Name of Respondent This Report is: Date of Report 
(1) An Original (Mo, Da, Yr) 

Kentucky Utilities Company (2) __A Resubmission I 1  

-- ~ - . _  -- 
w e d u l e  Page: 267 Line No.: 5 Columy-6 "I 

Contributions in Aid of Construction 3 , 000,000 

Year/Period of Report 

2008lQ4 

1 pchedule Page: 261 Line No.: 70 Column: b . _ _ _ ~ _ _ _ _ -  -.- 
-___ I__ 

Federal. Income Taxes: 
Utility Operating Income 
Other Income and Deductions 

Pens ions 
SFAS 106 Postretirement 
Investment Tax Credit 
Capitali,zed Interest 
Demand Side Management 
MISO Exit Fees 
Bad Debt Reserves 
Vacation Pay 
Environmental Assessment 
EEI Investment 
Non-Deductible Expenses 
Other 

43,184,629 
2,295,770 
3 , 222 , 999 

796,806 
25,266,898 
5 1  , 764 , 542 

3,248,143 
5,435 

93 9 
362 
200 

1,898 
1,141 
2,087 

-._----I 

476 
2 97 
607 
000 
903 
838 
250 - - -  

---_I 
-----.---_.I_-- 

L-._-- &%edu/e Page: 267 Line No.: 15 Column: b-- -- - 
Equity in Subsidiary Earnings - EEI 24,000,000 
Fuel Adjustment Clause ICY & VA 
Amortization of Investment Tax Credit 
Customer Advances for  Construction 

556,434 
314,308 
373,020 

25,243,762 -_____-_-- 
3 -- --_------- --.- ~ 

[Schedule Page: 261 Line No.: 20 Co1umn:b - - -_ I - -~  

Tax over Book Depreciation, Net 42,691,546 
Lass on Reacquired Debt, Net of Amortization 3 
Over/Under Collections - VA 
Amortization of Regulatory Expenses 
Workers Compensation 
Mark to Market 
Current State Income Tax 1. 
Provision for Deferred Income Taxes 12 

047 
975 
612 
506 
833 
0 93 
770 

945 
509 
1.12 
179 
14 6 
372 
2 7 1  

Storm Damages 
AFUDC 
Life Insurance 
LRC 199 Manufacturing Deduction 
Other 

1,396,816 
5,481,085 
1,854,761 
7 , 377,362 

830,945 

79,471,049 
- - -  

I========= 
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(1) R A n  Original 
(2) 17 A Resubmission Kentucky Utilities Company 

I U I 
_I- 

TAXES ACCRUED. PREPAID AND CHARGED DURING YEAR 
' 

YearlPeriod of Report 
End of 2008/Q4 (Mo. Da, Yr) 

/ I  

1. Give particulars (detalls) of the combined prepaid and accrued tax accounts and show the total taxes charged to operations and other accounts during 
the year. Do not include gasoline and other sales taxes which have been charged to the accounts to which the taxed material was charged. If the 
actual, or estimated amounts of such taxes are know, show the amounts in a footnote and designate whether estimated or actual amounts. 
2. Include on this page, taxes paid during the year and charged direct to final accounts, (not charged to prepaid or accrued taxes.) 
Enter the amounts in both columns (d) and (e). The balancing of this page is not affected by the inclusion of these taxes. 
3. include in column (d) taxes charged during the year, taxes charged to operations and other accounts through (a) accruals credited to taxes accrued, 
(b)amounts credited to proportions of prepaid taxes chargeable to current year, and (c) taxes paid and charged direct to operations or accounts other 
than accrued and prepaid tax accounts. 
4. List the aggregate of each kind of tax in such manner that the total tax for each State and subdivision can readily be ascertained. 

1 Line Kind of Tax BALANCE AT BEGINNING OF YEAR 

(Inclu,, ,.. , \uwuaJ. 

No. (See instruction 5) Taxes Accrued r . -  

fal fb) (Cl I (d) 
(Account 236) 

1 
2 
3 

I 
. I (e) 

, ~ . _ _ 1 _ _  

Federal. 

FICA 497,417 
-1- 

Income  ti^ 

4 
5 
6 

FIN48 456,000 I 1 456.000 

Kentucky: 
~- 

7 
8 
9 

9,254,826 Income 1,103,850 8,161,454 
Public Service Commission 895,258 1,791,634 1,792.751 
Sales & Use 618,308 3,967,830 4,008,265 

~ 

- 

21 
22 
23 
24 
25 
26 
27 
28 
29 

-- 
-- 

- 
- 

IO 
11 

12 
13 
14 
15 
16 
17 
18 
19 

88,312 88,312 -----. AGO License 

Federal & Kentucky: 
Unemployment Insurance 

Kentucky & Local: 
Properly Taxes 
Vehicle Tax 
Miscellaneous 

-- .--. - 

115.702 10<150 36,767 -.- 
_. 

p.-.-_____-__________-p 

.- 12.901.622 12,554,077 ~- 6,474,647 .- 

-_ 
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37 
38 
39 
40 

41 

-- 
_-.-_ ----)__-___. .- 

-- 

- TOTAL 4,089,209 895,258 78,294.31 2 73,826.078 



Name of Respondent -. - I T / x / P e r i o d  of Report 
End of 2008lQ4 

(2) A Resubmission Kentucky lltilities Company 
I I ____-..-__I___ I- --.- 

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued) -. --- 
5. If any tax (exclude Federal and State income taxes).. covers more then one year, show the required information separately for earh tax year, 
identifying the year in column (a). 
6. Enter all adjustments of the accrued and prepaid tax accounts in column (9 and explain each adjustment in a foot- note. Designate debit adjustments 
by parentheses. 
7. Do not include on this page entries with respect to deferred Income taxes or taxes collected through payroll deductions or otherwise pending 
transmittal of such taxes to the taxing authority. 
8. Report in columns (i) through (I) how the taxes were distributed. Report in column (I) only the amounts charged to Accounts 408.1 and 409.1 
pertaining to electric operations. Report in column (I) the amounts charged to Accounts 408.1 and 109.1 pertaining to other utility departments and 
amounts charged to Accounts 408.2 and 409.2. Also shown in column ( I )  the taxes charged to utility plant or other balance sheet accounts. 
9. For any tax apportioned to more than one utility department or account, state in a footnote the basis (necessity) of apportioning such tax. 

- BALANCE AT END OF YEAR DISTRIBUTION OF TAXES CHARGED Line 
Other No. 

(Inch in Account 165) (Account 408.1,409.1) (Account 409.3) Earnings (Account 439) 

- 
(Taxes accrued Prepaid Taxes Electric Extraordinary Items Adjustments to Ret. 
Acco nt236) 

(h) (i) ti) (k) (1 1 Ys) 

&r~~&&*&j&*&$ 1 
546,249 - .- 43,184,629 2,904,755 2 

-456,000 4 
5 
6 

553,449 6,141,815 -507,441 3 

I_ 

-1,892,280 7 
,- 

10,478 10,053,734 
896,375 1,791,634 8 

36,593 3,931,237 9 
88,312 10 

I1 
12 

-._-. ___I - -64,227 13 

,- 
577,873 

- - 
-- .--- 

-..- 
48,319 179.929 

14 
15 

12,47 1,198 430,424 16 

-.." 
~~ 

- 6,822,192 
-34,453 17 
-5.472 18 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

- 34,453 
5,472 

-- 
- __._ 

.- -- ...- - ~ . -  

-._. - 

_ . . ~  I 

- .- 

------- 
--- --.-- 

- 

... I - 

8,558,560 
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4,394,855 

- 

73,899,457 
_. 

896.375 



BLANK 



Name of Respondent 

Kentucky Utilities Company 

I FOOTNOTE DATA I 

This Report is: Date of Report Year/Period af Report 
(1) X An Original (Mo, Da, Yr) 
(2) __ A Resubmission I I  2008lQ4 

---_I 
-._._ _____-_.-_ 1__1--.-- - 

[Schedule Page: 262 Line No.: 7 , Column: l 
Page 117 
Other Inc & 

col 1 Deductions Othex 
Segregation of Other Other 408.2 - 409.2 Accounts 

Federal : 
Income 
FICA 
FIN 48 

Kentucky : 
Income 
6% Use 
Auto License 

2 , 904,755 2,295,770 608,985 
(507,441) (507,441) 
(456,000) (456,000) 

(1,892,280) 224,373 (2,116,653) 
3,931,237 3 , 9 3 1 , 2 37 

88,312 88,312 

Federal & Kentucky: 
Unemployment Ins (64,227) 

Kentucky & Local: 
Property Taxes 430,424 9,625 

(64,227) 

420,799 

Federal, State & Local: 
Vehicle Tax (34,453) (34,453) 
Mi sce 11 aneous (5,472) (5,472) 

Total 4,394,855 2,529,768 1,865,087 
- I ^ - - - - _ _ _ _ - - - - - - - _ _ - - - - - - - - - - - - - - - - - - - -  

Reconciliation to page 114, line 14: 

Other : 
Electric Total 73,899,457 
Less Federal (43 , 184,629) 
Less State (10,053 , 734) _ - _ _ _ - - - - - - -  

20,661,094 

-1  is^- __I_ 

-I_ .I_-- .--- chedule Page: 262 Line No.: 2 Column: b 
The balance of ($5,097,780) for Federal income taxes accrued at 12/31/07 reflects an 
overpayment of Federal income taxes. 

^__- 

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





YearIPeriod of Report 
End of 20081Q4 

Name of Respondent 

Kentucky Utilities Company (2) n A  Resubmission 

This Re ort Is. 
(1) +$n Oiiginal 

- 
--- 

ADJUSTMENT EXPLANATION Line 
NO. 

1 
i 

- 

- - 
4 

E 
7 
E 
c 

c -- 

I 

I C  
r I I I 11 

I I - 14 
1: --+------------ --* 

I I I I 3: 

3t 
3i 
3t 
3! 

- - 
I 

FERC FORM NO. 1 (ED. 12-89) Page 267 
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Name of Respondent This Re ort Is: Date of Report YearlPeriod of Report 

Kentucky 1Jtilities Company End of 20°8/Q4 (1) di.. original (Mo, Da, Yr) 
(2) D A  Resubmission I I  -. 

OTHER DEFFERED CREDITS (Account 253) --- .___.._- 
1. Report below the particulars (details) called for concerning other deferred credits. 
2. For any deferred credit being amortized, show the period of amortization. 
3. Minor items (5% of the Balance End of Year for Account 253 or amounts less than $10.000, whichever is greater) may be grouped by classes. 

Line Description and Other 
No. Defenred Credits Beginning of Year Contra Amount 

DEBITS Balance at 
Credits End of Year 

Balance at -- 
Account 

(9 .__._-- (a) (b) (d) (e) (c) - - ~  
1 Brown CT Long-Term Service 
2 Agreement 
3 
4 Demand Side Management I 

5 Refundable Costs 1,804,664 1861440-445 18,293,354 21,541,496 5.052.806 

6 
7 Other Def Credits - OMU Excess 
8 (Jan44 to Nov-19) 
9 

7.638.225 232 730.208 5,992,014 12,900,031 
n--__ .-- .____I 

908 ~ - -  - 
---_. - 

-. - - 
1,733.606 1,931,815 555 198,209 

__._ 

.- 
10 KU-EKPC Settlement 1,529,440 232 382,360 I;== 

- _---. 11 
27.451 479,158 12 Deferred Compensation 

14 Uncertain Tax Position - Federal 409 456,000 666,000 210,000 

15 
66,000 66,000 16 Merger Surcredit 

17 
18 Carrollton SalelLeaseback 
19 (Aug-06 to JUl-23) 68,271 42 1 4.381 6 3 5 0  

20 
36.000 36,000 

-- -- -- 451,707 

----. -- -- - 13 

_I 

- --.I- 

-- - -~ 

- -. 

.-- -- . 21 Uncertain Tax Position - State 
22 
23 Def. Rent Payable 
24 (Aug-06 to JUl-23) 12,022 186 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

47 TOTAL I 

-_________ 
20.508 - 12,898 

___._" 
4,412 

I 

__--..- 
- - 

-- 
- _. 

- 

- - 
~ --" 

- - 
~ 

-- 
- I 

"- 

_.- 

-. 
- - ~  - 

- --- - 
- 

- ._.I_ 

-_- -_-- - ~ "  

~ 

FERC FORM NO. 1 (ED. 12-94) Page 269 



arne of Respondent This Re ort Is: Date of Report 

:entucky Utilltles Company 
(1) d A n  Original (Mo, Da, Yr) 
(2) n A  Resubmission I I  

- 
Yeadperiod of Report 
End of 2008/Q4 

10 Classification of TQTAL 

11 Federal Income Tax 

12 State IncomeTax 

3 

4 

5 

6 

- 

TI Income Tax 

---. 
I _._I- -- Gas 

TOTAL (Enter Total of lines 2 thru 4) 291,507,115 21,817.662 31,536,205 

- I_ 

'ERC FORM NO. 1 (ED. 12-96) Page 274 



lame of Respondent Year lEod of Report 
Centucky Utilities Company End of 2008/a? 

I U t I -- 
ACCUMULATED DEFERRED INCOME TAXES - OTHER PROPERTY (Account 282) Continued) 

'. Use footnotes as required. 

- 
CHANGES DURING 

1821 90 21 6,312182 27247,245 283,619,495 2 --_ 
I- 

4 

2,247.245 283,619,495 E 

E 

-~ 
-I 

216,31a - 
I 

E 
283,819,49q -I_ E 

2,247,243 21 6,318 

1,690,547 246,326,77d 1 I 216,318 

-I 556,698 37,492.72C 1; 

1: 

~ _ I I  --" - --n-_ - -_. 

-- I ..-.- 
NOTES (Conttnued) 

FERC FORM NO. 1 (ED. 12-96) Page 275 



Yearperiod of Report Date of Report 
(Mo, I I  Da, Yr) ---I End of 20°8/04 

(21 n A  Resubmission 

ame of Respondent 

enlucky Utilities Company . .  - 
- -  ACCUMULATED D i H w -  I- - 

, Report thc 
rcorded in A<- m f  283. 
. For other (Specify),include deferrals relating to other income and deductions. 

*:mation called for below concerning the respondent‘s accounting for deferred income taxes relating to amounts 

8 Other 

9 TOTAL Electric (Total of lines 3 thru 8) 

I I .- TI--- I 
- --.- 
16 

17 TOTAL Gas (Total of lines 11 thW 16) 

35,317,690 9,467,977 9.870,55: 

6,471,976 1,641,641 1,59333: 

NOTES 

FERC FORM NO. 1 (ED. 12-96) Page 276 



Name of Respondent 

Kentucky Lltilities Company 

-- 
Date of Report Yeadperiod of Report This Report Is: 

(1) D A n  Original (Mo, Da. Yr) End of 20081Q4 
(2) n A  Resubmission I I  

NOTES (Continued) 

I 

- 
190 
190 

I- - 
FERC FORM NO. 1 (ED. 12-96) Page 277 

I -.. - 

5,143,207 4 
148,465 9,392,119 5 

57,817 10,900.997 6 
- 



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

Kentucky Utilities Company (2) - A Resubmission I I  2008/Q4 

- ~ -  
bchedule Page: 276 Line No.: 8 Co1umnr.b -_. ---- 
Beginning Balance: 
Rate Case Expenses 624 , 281 
Storm Damages 461,894 
SFAS 109 Regulatory Tax Adjustments 2,079,208 
Other (266,806) - - - - - - - - - - -  

2,898,577 

% 

----I.. I..___ -- 
Schedule Page:”276 Line No.: 8 Column: c ----. 
Lebit Change Account 410.1: 
Storm Damages 
Deferred Gain 
IRS Audit Adjustments 
Other 

828,581 
1,624,614 

22 , 892 
560,089 

3 , 036,176 ---------- ---------- --- 
PFedule Page: 276 Line No.: 8 Column: d .-I_..- 
Credit Change Account 4112: 
Rate Case Expenses 
I R S  Audit Adjustments 
Storm Damages 
Deferred Gain 
Other 

117 , 004 
446,937 
285,219 
83 , 212 

406 , 835 

1,339,207 
- - - - - - - - - - 
I--------- ---------- 

__I___] 
~ - _ _ _ _ _ _ _ - _ ~  -- - - ~ ~ ~ -  

[Schedule Page: 276 Line No.: 8 , Column: h ___I- 

Debit Adjustments : 
SFAS 109 Regulatory Tax Adjustments 201,579 -- - - - - -- - _-------- -. ~ 

m e d u l e  Page: 276 Line No.: 8 Column: j - I 

I FhTd-- ----I ___---_ 

Credit Adjustments: 
SFAS 109 Regulatory Tax Adjustments 1,695,271 

- - - - - - - - - --------- -- 

Ending Balance: 
Rate Case Expenses 507,277 
Storm Damages 1,005 , 256 
SFAS 109 Regulatory Tax Adjustments 3 , 572,900 
IRS Audit Adjustments (424 , 045) 
Deferred Gain 1 , 541 402 
Other (113,552) 

6,089,238 ----------- 
----I------ ._ 

pchedule Page: 276 L i n a o . :  18 Column: -_ b I 
Beginning Balance: 
EEI Investment 8,249,551 __------- --------- 

I~ ------ ___.______.~- . - - I  
--I_ - 

pchedule Page: 276 Line No.: 18 Column: c --zzl 
Debit Change Account 410.1: 
EEI Investment 

-- ---I ________“ _- - --- - 
bchedule Page: 276 Line No.: 18 Column: d ___ --- 
Credit Change Account 411.1: 
F F C  FORM NO. 1 (ED. 12-87) Page 450.1 I --- 



- I 

Name of Respondent This Report is: Date of Report Yeadperiod of Report 
(I ) 5 An Original (Mo, Da, Yr) 

Kentucky Utilities Company (2) __ A Resubmission I I  2008tQ4 

- --_.----- FOOTNOTE DATA 

EEI Investment 

3 khedule  Page: 276 Line N o ~ 1 8 -  Column: e __ - ____ 
-- -.- 

Debit Change Account 410.2: 
EEI Investment 

- - ~ - _ I ~ - - - - - - -  .- 
-- _ _ _ - ~  medule?Sage: 276 Line -Column: f - 

Credit Change Account 411.2: 
EEI Investment 

[Schedule Page: - -  27g- Line No.: 18 x m x  
Ending Balance: 

~I 

---______.. 

EEI Investment 

Page 450.2 I FERC FORM NO. I (ED. 12-87) - 
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(1) @An Original 
12) T t A  Resubmission 

Name of Respondent 

Kentucky Utilities Company 
I I -- . .  

OTHER REGULATORY LIABILITIES (Account 254) 

Yeadperiod of Report 
End of 2008/Q4 

Line Descn.ption and Purpose of 
Other Regulatory Liabilities No. 

(4 
1 SFAS 109 - Income Taxes 
2 MISO Schedule 10 Charges 

3 Asset Relirement Obligation 
4 Spareparts 

5 

FERC FORM NO. 113-Q (REV 02-04) Page 278 

Balance at Begining DEBITS Balance at End 
of Current 

QuarterNear 
Credits of Current 

ccoun Amount QuarterNear &edit$ 

(b) (c) (dl (e) (9 - 
29,036,206 1901282 3,086,251 25'949.95 

9,172,731 5241.563 3,931.171 

2,170.861 403 13,695 1,744,258 3,901,421 

1,459,171 1,272,406 502-514 338.487 525,251 

-- 

_- 
I -_ 



Year/Period of Report 
End of 2008/Q4 An Original 

(2) n A  Resubmission - 
ELECTRIC OPERATING REVENUES (Account 400) ~ - . - -  

1. The following instructions generally apply to the annual version of these pages. Do not report quarterly data in columns (c), (e)$ (9* and (9) Unbilled revenues and MWH 
related lo unbilled revenues need not be repwed separately as required in the annual version of these pages. 
2. Report below operating revenues for each prescribed accounl. and manufaclured gas revenues in tolal. 
3. Report number of customers, columns (9 and (g). on the basis of meters, in addition to the number of flat rate accounts; excepl that where separate meter readings are added 
for billing purposes, one customer should be counled for each group of meters added. The -average number of customers means the average of helve figures at the dose of 
each month. 
4 If increases or deweases from previous period (columns (c),(e), and (9)). are not derived from previously reported figures. explain any inconsislencies in a foolnole. 

Operating Revenues Year Operating Revenues -i-- to Date QuartedylAnnual Previous year (no Quarterly) 
Title of Account 

I 2 I (440) Residential Sales I 462,085,5481 430.071.77 

to Public Authorities 

Sales to Railroads and Railways 

1,205,792,827 1 .I 24,455,91: 

1,394,753,064 

I 14 I TOTAL Revenues Net of Prov. for Refunds I 1,394,753,8641 1,265,288,36 

16 (450) Forfeited Discounts 

17 (451) Miscellaneous Service Revenues 
-1- ~ 

1.307,91 1,358,829 

.- 
2,173,641 2,123,571 

1 20 I (455) Interdepartmental Rents I I 
I ._.. 

21 (456) Other Electric Revenues 

8,888,020 6,774,831 
-LI_ 

24 25 (457.2) Miscellaneous Revenues - . . . . - - - - - + - - - -  

26 TOTAL Other Operating Revenlies 9,288,189 7,260,51 

27 TOTAL Electric Operating Revenues 1,404,042.053 1,272,548.89 
- 

-I--, 

FERC FORM NO. 1\34 (REV. 12-05) Page 300 



Name of Respondent rhis Re ort Is: Date of Report YearIPeriod of Report 
End of X m Q 4  Kentucky Utilities Company 

(1) d A n  Original (Mo. Da. Yr) 
(2) D A  Resubmission I 1  

ELECTRIC OPERATING REVENUES (Account 400) 

5. Commercial and industrial Sales, Account 442, may be classified according to the basis of dassification (Small or Commercial, and Large or Industrial) regularly used by the 
respondent if such basis of classification is not generally greater than 1000 Kw of demand. (See Account 442 of the Uniform System of Accounts. Explain basis of classification 
in a footnote.) 
6. See pages 105~109. Important Changes During Period, for important new territory added and important rale increase or decreases. 
7. For Lines 2.4.5,and 6, see Page 304 for amounts relaling to unbilled revenue by accounts. 
8. Include unmetered sales Provide delails of such Sales in a footnote 

24.083.719 

I Line MEGAWAIT HOURS SOLD AVG.NO. CUSTOMERS PER MONTH 
Year lo Date QuarLeriylAnnual I Amount Previous year (no Quarterly) I Current Year (no Quarterly) I Previous Year (na Quarterly) No. 

23,224,872 

I 6,802,830 I 6,846,7751 441,059 I 439,0681 : 

533.563 

I 4,713,8791 4,773,5901 83,716 I 83,0471 1 

11 

I 57,575 I 56,4551 1,477 1 1.5031 f 

19,218,601 19.584.464 536.441 

4,865,118 3,640,408 46 

24,083.71 9 536,487 5 3 3 , 5 6 3 G  

536,487 

Line 12, column (b) indudes $ -3,390,864 of unbilled revenues. 

Line 12, column (d) includes 50,717 MWH relating to unbilled revenues 

FERC FORM NO. 1\34 (REV. 12-05) Page 301 
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-_ 
IScheduleTage: 300 Line No.: 5 Column: b 
Large category includes Industrial Lighting and' Mine Power accounts. 

1 

Industrial Sales 
Mine Power 
Total Large (or Industrial) 

$268,939,540 
50,316,630 

$319,256,170 

~ I - . .  .- I chedule Page: 300 Line No.: 5 Column: d 
Earge category includes Industrial Lighting and Mine ' Power accounts. 

Industrial Sales 
Mine Power 
Total Large (ox Industrial) 

5,125,142 
870,237 

5,995,379 MWH 
-̂ "-_ 

Fchedule Page: 300 Line No.: 7 Column: b 
Other category includes Other Sales to Public Authorities and Municipal Pumping accoFrt& 

Other Sales to Public Authorities 
Municipal Pumping 
Total Other Sales to Public Authorities 

$93,273,848 
$ 4,760,365 
$98,034,213 

-.-_.--- - _ _ _ - - - . - _ - ~ ~ - -  -I- 

m e d u l e  Page: 300 Line No.r.7 Column: d -. 
Other category includes Othersales to Public Authorities and Municipal Pumping accounts. ' 
Other Sales to Public Authorities 1,572,083 
Municipal Pumping 
Total Other Sales to Public Authorities 

76,855 
1,648,938 MWH 

- 
pchedule Page: 300 Line No.: 21 Column: b _I_____. 
As a result of the Company exiting the MTSO, base raterevenues related to the MISO 
expenses are reclassified- from Other Operating Revenues to a Regulatory Liability, as 
required by the Kentucky Public Service Commission in its May 31, 2006 Order in Case No. 
2 n m - o o 2 6 f i .  

(Schedule Page: 300 --I___ Line No.: 21 Column: c__ I 
As a result of the Company exiting the MISO, base rate revenues related t% the MISO 
expenses are reclassified from Other Operating Revenues to a Regulatory Liability, as 
required by the Kentucky Public Service Commission in its May 31, 2006 Order in Case No. 

This value contains unbilled revenue of- $353,000 and accrued revenue of $ (3 , 743,864) . Th; 
accrued revenue represents the following: 

Energy Revenue Accrual $ 975,509 
FAC Accrual (8,932,000) 
DSM Accrual (5,052,807) 
ECR Accrual 9,488,434 
VDT Accrual 39,000 

____--I_ 

2003-00266. 
p d u l e  Page: -- 300 Line No.: $ Column: $ -- 

MSR Accrual 
Total Accrual 

(262,000) 
$E, 7 4 3 ,8 6 4 ) 

/Schedule Page: 300 Line -- No.: I Column: MWH I 
Unbilled revenue related to 50,717 MWH represents the net change of unbilled-MWW from the 
previous period, and as a result could be positive or negative. 

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



_I 

Date of Report 
(Mo, Da, Yr) 

This Re ort Is: 
(1) $An Original 

Name of Respondent 

Kentucky Utilities Company (2) n A  Resubmission .-- I --*.I -~ 
SALES OF ELECTRICITY BY RATE SCHEDULES - 

Yearperiod of Report 
End of 2008‘Q4 

I 

I 4  
15 
16 

17 
18 
19 
20 
21 
22 
23 
24 

--..- 

Total Unbilled Rev (See Instr. 6) I 50,711 -3,390,8641 4 4 -0.066 
19,218,6011 1,205,792,8271 536,441 35,82 - 

FERC FORM NO. I (ED. 12-95) Page 304 

- - ~ .  
-.-- .- 

- 
- - ~ ,  - 

.~ 
---- ~- - 

- -I..--. 



-- 
Date of Report 
(Mo, Da, Yr) 
/ I  

Name of Respondent 
Kentucky Utlllties Company (2) n A Resubmission 

I I - .- -. 
SALES OF ELECTRICITY BY RATE SCHEDULES - 

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per 
customer, and average revenue per Kwh. excluding date for Sales for Resale which is reported on Pages 310-311. 
2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues,' Page 
300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each 
applicable revenue account subheading. 
3. Where the same customers are served under mare than one rate schedule in the same revenue account classification (such as a general residential 
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported 
customers. 
4. The average number of customers should be Ihe number of bills rendered during (he year divided by the number of billing periods during the year (12 
if ail billings are made monthly). 
5. For any rate schedule havlng a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto. 
6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading. 

YearIPeriod of Report 
End of - 2008/a4 

MWh S line Number and 1 itle ot Kate schedule Old Kevenue 

No. (a) (b) (C) 

1 Accou%442 

T%Y?%ier Average Number KWh ot Sales 
PerC stomer 

(dS (8 (9 of Cus omers 

18 
19 
20 

Duplicate Customers -18.366 -. 
I-- -.- 

FERC FORM NO. I (ED. 12-95) Page 304.1 

29 
30 
31 
32 
33 
34 
35 
36 
37 
30 
- 

39 
40 

~- 
_-- 

- 
-- 

- _. - 
- ---- ~- 

.- 

.I 

-. . 
0.0925 

Total for Account 442 10,709.258 635,659,016 85.634 125,058 0.0594 
-~ Unbilled & OthetAccruals @ g z , ~ ~ ; g g  <.. a,@ -1,725.500 

I 

41 TOTAL Billed 19.1 67.884 
42 Total Unbilled Rev.(See Instr. 6) 50,717 
43 TOTAL 19.218.601 

- 
- 

1.209,183.691 536.441 35.732 0.0631 
0 C -0.0665 

1.205.792.827 536,441 35,826. 0.062i 
- _- -3,390,864 



__.-- 
Name of Respondent 
Kentucky Utilities Company 

This Re rt Is: Date of G o r l  Yeadperiod of Report 
(1) 6 A n  Original (Mo, Da, Yr) End of 2008lQ4 
(2) O A  Resubmission / I  

l k - -  I I I I 

..- I _. -3 a Duplicate Customers 
9 

10 
11 
12 

~ _ I _  

,-- 

I_ _ I ~  

I***.- 
"-_-.----. 

- 

I-.- 

26 
I I I I I 1 

--w 

31 
32 
33 

41 
42 
43 

I 
TOTAL Billed 19.167,884 1,209,183,691 536,441 35,734 0.0631 
Total Unbilled Rev.(See Instr. 6) 50,717 -3 ,390 .a~  0 ci -0.0669 
TOTAL 19.218.601 1,205,792.827 536,441 35,8261 0.0627 

-- 

FERC FORM NO. 1 (ED. 12-95) Page 304.2 



Name of Respondent 
Kentucky UUlities Company 

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per 
customer, and average revenue per Kwh, excluding date for Sales for Resale which Is reported an Pages 310-31 1. 
2. Provide a subheading and total for each prescribed operating revenue account In the sequence followed in "Electric Operating Revenues," Page 
300-301. If the sales under any rate schedule are classified In more than one revenue account, List the rate schedule and sales data under each 
applicable revenue account subheading. 
3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential 
schedule and an off peak water heating schedule). the entries in column (d) for the special schedule should denote the duplication In number of reported 
customers. 
4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12 
if all billings are made monthly). 
5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto. 
6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading. 

This Re ort Is: Date of Report YearlPeriod of Report 
(1) d~n Original (Mo, Da, Yr) End of 20001Q4 
(2) c] A Resubmission I 1  

29 
30 
31 
32 
33 

- ~ -  
..-..-- -- 

- 
-34. 

- - 35 
36 
37 

-- 

FERC FORM NO. 1 (ED. 12-95) Page 304.3 



1 FOOTNOTE DATA 

-- 
kchedule Page: 304 Line No.: 2 Column: c 1 

----7 Includes Fuel Adjustment Clause of $21,659,763. _l____ll 

/Schedule Page: 304 Line No.: 3 Column: c __ 
~ - - - -  - - - ~ 1 1  

Includes Fuel Adjustment Clause of $308. 
/Schedule Page: 304 Line No.: 4 Column: a 
Average number of customers served under this rate-schedul~~0,596 - included in revenue ’ 
class subtotal. These are deducted on line 10 to avoid duplication. - 
Bchedule Page: 304 Line No.: 4 Column: c - 

bchedule Page: 304 Line No.: 7 Column: a --____ 
Includgs Fuel Adjustment Clause of $90,941. 

Average number of customers served under this rate schedule 3 - included in revenue class’ 
subtotal. These are deducted on line 10 to avoid duplication. 

iveracre number of customers served under this rate-schedule 4,518 - included in revenue 
chedule Page: 304 Line No.: 9 Column: a 7 

I 

class subtotal. 

The MWH relating to unbilled revenues represents the net change of u-fiilled MWH from’the ‘ These are deducted on line 10 to avoEduplication. 
phedule Page: -- 304 Line No.: 39 Column: b _ _ . _ _ _ I _ _ - ~  

previous period-and could be positive or negative. 

Includes Fuel Adjustment Clause of $5,978,246. _I 

[Schedule Page: 304. I Line No.: 3 Column: c -- 7 
[Schedule Page: _____l-- 304. I Line No.: 4 Column: c -- ”_ 

/Schedule Page: 304,7 Line No.: 5 Column: a -- ’1 

- 
bchedule Page: 304. I Line No.: 2 Column: c 

Includes Fuel Adjustment Clause of $27. 

Includes Fuel Adjustment Clause of $53,855. 

Average number of customers served under this rate schedule 17,688 - included in revenue 

2 Fchedule Page: I--I_ 304.1 Line No.: 5 Column: c , -- 

(Schedule Page: 304.1 Line No.: 6 Column: c 7 
7 

Includes Fuel Adjustment Clause of$685,172. 
bcheduleige: 3 0 m u m n :  c - 
Includes Fuel Adjustment Clause of $15,008,148. -___ _ ”  - 

class ____ subtotal. These are deducted on line 18 to avoid duplication. 
_I_ 

Includes Fuel Adjustment Clause of $174,478. 

- 

pchedule Page: 304.1 Line No.: 8 Column: c __.I--- I 
-le Page: 304.1 Line No.: 9-Column: c --- 
Includes Fuel Adjustment Clause of_$695,760. 
/Schedule Page: 304. I Line No.: E Column: c _I_-- ___I .” 

Includes Fuel Adjustment Clause of $1,234,715. 
bchedule Page: 304.1 Line No.: I1 Column: c -l-________l__. I 

1_1 
Includes Fuel Adjustment Clausro-------- ---I. 

‘Schedule L- Page: 304.1 Line No.: __-___- 12 Column: a --_. _ _ _ _ _ ~ _ _  -- 

Includes Fuel Adjustment Clause of $10,448,676. 

-. 

.____- 

Average number of customers served under this rate schedule 2 - included in revenue class 

i [Schedule Page: 304.1 Line No.: 73 Column: a -__- -____-____^_ __ 
_- subtotal. These are deducted on line 18 to avoid duplication. 

I 

Averaae =mer of customers served under this rate schedule 2 - included in revenue class 
subtotal. 
Average number of customers served under this rate schedule 673 - included in revenue 
class subtotal, 

Averaqe nuder of custoF&s served under this rate schedule 1 I included in revenue class 

These are deductedon line 18 to avoid duplicatio%.--- 
b e d u l e  Page: 304.1 Line No.: 15 Column: a ___--I_ 

P !Schedule Page: 304. I Line No.: 17 Column: a -- - 
These are deducted on line 18 to avoid duplscation. -- 

subtotal. These are deducted on line 18 to avoid duplication. -7 
1 

--.__--_- ~ - _  [Schedule Page: 304.1 Line No.: 39 Column: b -__I 

~ F E R C  FORM NO. I (ED. 12-87) Page 450.1 



FOOTNOTE DATA I -- - 

The MWH relating to unbilled revenues represents the net change of unbilled MWH from the 
pxevious period and could be positive or negative. 

Includes Fuel Adjustment Clause of $13,988. 

Average number of customers served under this rate schedule 3 - included in revenue class 

-7 [Schedule Page: 304.2 Line No.: 2 Column: c __ _I _- - 

Fhedule Page: 304.2 Line No.: 3 Column: a -7 
2 

subtotal. These are deducted on line 8 to avoid duplication. 
bchedule Page: 304.2 Line No.: 3 Column: c -_I -1_1___-______-- 

1 Includes F u e l  __-I__ -- 
chedule Page: 304.2 Line No.: 4 Column: c I -- 

---I [Schedufeage: 304.2 Line No.: 5 Column: c - -_ ~ I _ .  

2 

1 
-~ 1 bchedule Page: 304.3 Line No.: 3 Column: c - 

I bchedule Page: 304.3 Line No.: 4 Column: c __ I_ -. 
Includes Fuel Adjustment Clause of $449,546. - I 

fSchedule Page: 304.3 Line No.: 5 Column: c _______ I _  1 
1 Includes Fuel Adjustment Clause of $9- -- 

bchedule Page: 304.3 Line No.: 6 Column: C I- I- --- 

-7 Includes Fuel Adjustment Clause of $402,229. __ - 

b e d u l e  Page: 304.3 Line No.: 7 Column: c -____. -- - 1 = 
Includes Fuel Adjustment Clause of $2,992,482.- - ~ ~ - .  

1 [Schedule Page: 304.3 Line No.: -- ?O Column: a __I___-- 

~- 

--- 

Pncludes Fuel Adjustment Clause ~_~ of$160,779. 

!ncludes<uel Adjustment Clause of $8,030. 

Includes Fuel Adjustment Clause of $22,225. 
Phedule Page: -~ 304.2 -39: __ b 
The MWH relating to unbilled revenues represents th; net change of unbilled MWH from the 
previous period and could be positive or negative. 

-~ 

-- 
chedule Page: 304.3 Line No.: 2 Column: c I 

____--____ 

---- ~ 

Includes Fuel Adjustment 

LSchedule Page: 304.3 ---_____- Line No.: 7 Column: a 
Average number of customers served under this rate schedule 2,165 - included in revenue 
class subtotal. These are deducted on line 17 to avoid duplication. 

Includes Fuel Adjustment Clause of $23,685. 
bchedule Page: 304.3- Line No.: 8 Column: c 

[Schedule P-e: 304.3 Line No.: 9 Column: c 

Average number of customers served under this rate schedule--2 - included in revenueclass 
Includes Fuel Adjustment Clause of $1,498,359. 

_I- 

subtotal. These are deducted on line 17 to avoid duplication. 
Fchedule Page: 304.3 Line No.: 14 Column: a 
Averaqe nuser of customers served under this rate class 225 - inclided in revenue class 

-1 ______ 

subtotal. 
bchedule Page: ____- 304.3 Line No.: 39 Column: b 
The MWH relating to unbilled revenues represents the net change of unbilled-NWH from the 

These are deducted on line 17 to avoid duplication. 
_I_ 

previous period- and could he positive or negative. 

--- 
[FERC FORM NO. I (ED. 12-87) Page 450.2 -_ 



Dale of Report 
(Mo, Da, Yr) 

Vame of Respondent This Re ort Is: 
(1) d A n  Original 

Kentucky Utilities Company (2) C ] A  Resubrnlssion / I  

Yearipenod of Report 
End of 2008/Q4 

I Total 

---____ 

I 

-ine Name of Company or Public Authority 
No. (Footnote Affiliations) 

(a) 
1 City of Barbourville 
2 City of Eardstown 

--- 3 City of Bardwell 
4 City of Benham 
5 City of Berea 

7 City of Falmouth 
- 6 City of Corbin 

8 City of Frankfort 
9 City of Madlsonville-East 

.-- 

10 City of Madisonville-GE Sub. 
11 City of Madisonville-Hosp. Sub. 
12 City of Madisonville-McCoy Ave. 
13 City of Madisonville-SIN 
14 City of Madisonville-West 

Subtotal RQ 

, Subtotal non-RQ 

FERC FORM NO. 1 (ED. 12-90) 

- 
Avera e Actual Demand (MW) 

Monthly~illlng ' . vera e Average 
Staktical FERC Rate 
Classifi- Schedule or 
cation Tanff Number Demand (MW) Month; NC8 Demant Monthly CP Dernani 

RQ 184 18 18 1I 

3 RQ 185 35 33 

2 RQ 186 2 

RQ 187 2 2 
RQ 1 97 25 25 21 
RQ 188 16 16 l! 

RQ 189 4 3 
RQ 190 1 24 1 24 12 

RQ 8 8 194 
RQ 192 7 7 

RQ 161 9 9 
RQ 162 10 9 
RQ 191 9 8 

RQ 193 12 12 1 

(b) (c) (dl (e) (f) 

~ ~ - _ _ _ _ _ _ _ _ _ _ . . . - ~ ~ - ~ -  
__.___.."-. 

- 

-- 
- . -  

I - 

___ - 

-- 
( 

~ 

0 0 

0, 0, ( 

Page 310 



Date of Report 
(Mo. Da, Yr) 
! I  

Name of Respondent 
Kentucky Utilities Company (2) l-"lA Resubmission -----.-___ - 1  - 

SALES F Z  RESALE (Account 447) (Cbntinued) 
OS - for other service. use this category only for those services which cannot be placed in the above-defined categories, such as all 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "true-ups'' for service provided in prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. Afler listing all RQ sales, enter "Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ in column (a) afler this Listing. Enter 
'Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c). identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under 
which service, as identified in column (b), is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand in column (f). For all other types of service, enter NA in columns (d), (e) and (9. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including 
out-of-period adjustments, in column 0). Explain in a footnote all components of the amount shown in column (j). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQINon-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule. The "Subtotal - RQ amount in column (g) must be reported as Requirements Sales For Resale on Page 
401, line 23. The "Subtotal - Non-RQ" amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401 ,he 24. 
10. Footnote entries as required and provide explanations following all required data. 

YearIPeriod of Report 
End of 2008IQ4 

- 
1,97 1,405 28,996,637 46,275,993 16,597,458 91,870,088 

- - ~ _ _ . . -  2,893,713 0 96,721,445 369,504 

28,996,637 142,997,438 16,966,962 

FERC FORM NO. I (ED. 12-90) P a g e  311 



~ 

Name of Respondent 
Kentucky Utilities Company 

Statistical FERC Rate Monthly Avera --"""I 8rlllng e vera e Demand (MW) Avera e -___. 

Classifi- Schedule or 
cation Tariff Number Demand (MW) Month$ NC8 Demand Monthly CPgeman, 

This Re ort Is: Date of Report YearlPeriod of Report 
(1) &An Original --ii---~ (Mo, Da. Yr) 
(2) D A  Resubmission 

2 
3 
4 

5 

6 
7 
8 

9 
10 

11 
12 
13 
14 

FERC FORM NO. 1 (ED. 12-90) 

-- 
City of Nicho1asville-M & #5 RQ 198 12 12 I' 

City of Nicholasville-#6 & #8 RQ 216 13 12 1, 
I_._ 

- 
I -- 6 

-_I. 

City of Nlcholasville#7 RQ 217 6 
Cityof Paris-Bourbon Heights RQ 83 0 0 I 

City of Paris-Bourbon Trace I RQ 83 0 0 I 

City of Paris-Bourbon Trace 2 RQ 83 0 0 I 

City of Pans-Vine Sheet RQ 83 3 3 
City of Pans-Weaver 1 RQ 83 0 0 

City of Pans-Weaver 2 RQ 83 0 0 

City of Paris-Weaver 3 RQ 83 0 0 

City of Providence RQ 195 2 4 

City of Paris-ScoWClaysville RQ 83 8 8 - -- 
- -1 

- _ . . ~  - 

RQ 83 0 0 -.- City of Paris-Wilson Drug - 

-~ 
I 

-I__- 

Subtotal RQ 0 0 

Subtotal non-RQ 0 0 , 

Page 310.1 



Varne of Respondent 

Kentucky Utilities Company 

I I I 

1,971.405 I 2 8 , 9 9 6 , 6 3 7 7  46,275,993 i 16,597,458 I 91,870,088 I 

YearlPeriod of Report 
~ End of 2008/Q4 

- 
This Re ort Is: 
(I) &An On'ginai 

Date of Report 
(Mo, Da, Yr) 

(2) A Resubmission I 1  

2.893.713 I 0 1  96,721,445 I 369,504 I 97,090,949 I 
4,865,118 1 28,996,637 I 142,997,438 I 16,966,962 I 188,961,037 I 

FERC FORM NO. 1 (ED. 12-90) Page 311.1 



--- --- 
Name of Respondent This Re ort Is: Date of Report 

(1) d A n  Original (Mo, Da, Yr) 
Kentucky Utilities Company (2) U A  Resubmission I I  

-- 
Line 
No. 

YearIPeriod of Report 
End of 2008lQ4 

14 

-- -- 
Actual Demand (MW) 7 vera e Average 

Avera e 
Monthly iil l ing Name of Company or Public Authority statistical FERC Rate 

Classifi- Schedule or 
(Footnob Aftilialions) muon Tariff Number Demand (MW) Month; NC? Demanj Monthly CP Demanl 

Subtotal RQ 

Subtotal non-RQ 

Total I 
I- 

FERC FORM NO. 1 (ED. 12-90) Page 310.2 



-- 
Name of Respondent 
Kentucky Utilities Company 

- 
This Report is: Date of Report YearlPeriod of Report 
(1) E A n  Original (Mo. Da, Yr) End of 20081Q4 
(2) A Resubmission I 1  

1.060 
665 

17 

FERC FORM NO. I (ED. 12-90) 

55,278 1; 55,278 
43,097 43.097 1: 

1,179 1.179 1 4  

--~ - -___. 

Page 311.2 

4,865,118 28,996,637 142,997,438 16,966,962 188,969,037 



Kentucky Utilities Company 

I. Report all sales for resale (Le., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than 
power exchanges during the year. Do not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits 
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote an; 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projected load for this service in its system resource planning). In addition, the reliability of requirements service mus' 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 
LF 1' for tong-term service. "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for erxmomic 
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that "intermediate-term'' means longer than one year but Less 

than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. "Long-term" means five years or Longer. The availability and reliability o 
service, aside from transmission constraints, must match the availability and reliability of designated unit. 
IU - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term" means 
Longer than one year but Less than five years. 

Date of Report 
(Mo, Da, Yr) End of 2008lQ4 

This Re ort Is: 
(1) $An Original 
(2) D A  Resubmission I 1  

Avera e Actual Demand (MW) 
Monthly billing vera e Average or Public Authority Statistical FERC Rate Classifi- Schedule or 

(Footnote Affiliations) cation Tariff Number Demand (MW) Month; NC8 Demand Monthly CP Demar 

Subtotal non-RQ 

Total 

0 0 

0 0 - 

FERC FORM NO. 1 (ED. 12-90) Page 310.3 



-- 
Name of Respondent 
Kentucky Utilities Company 

OS - for other service. use this category only for those services which cannot be placed in the above-defined categories, such as all 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
D f  the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "true-ups'' for service provided in prlor reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements Rc1 sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing. Enter 
"Total" in column (a) as the Last Line of the schedule. Report subtotals and total for rnlumns (9) through (k) 
5. In Column (e), identify the FERC Rate Schedule or Tari i  Number. On separate Lines, List all FERC rate schedules or tariffs under 
which service. as identified in column (b), is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d). (e) and (9. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including 
out-of-period adjustments, in column (i)- Explain in a footnote all components of the amount shown in column (i). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule. The "Subtotal - RQ" amount in column (9) must be reported as Requirements Sales For Resale on Page 
401, line 23. The "Subtotal - Non-RQ" amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
40T,iine 24. 
10. Footnote entries as required and provide explanations following all required data. 

This Re ort Is: Date of Report Yeadperiod of Report 
End of 20081Q4 (1) d A n  Original (Mo. Da, Yr) 

-- (2) D A  Resubmission I f  

- 
Megawatt Hours REVENUE 

Demand Charges Energy Charges Other Charges 
($1 ($1 

(g 1 (h) 0 )  (i) 
($1 Sold 

1.727 84,798 

37,322 

2,544 264,614 

-.-- 
l-_l.l__.. 617 

FERC FORM NO. 1 (ED. 12-90) 

Total ($) Line 
( h + M  No. 

84,798 1 
(k) 

37,322 2 
264,614 2 

Page 311.3 



Name of Respondent 
Kentucky Utilities Company 

W) 
nvera e Average I"l"ll,!,,y "IIIII1y ieauie or 

f f  Number I Demand (MW) ]Monthly NC8 Demand Monthly CP Demant 

This R e  ort Is: Date of Report YearIPeiiod of Report 
End of 2008/Q4 (1) &An Original (Mo, Da, Yr) 

(2) n A  Resubmission I /  

0 0 C 

Total 0 0 c 

FERC FORM NO. 1 (ED. 12-90) Page 310.4 



Name of Respondent 

Kentucky Utilities Company --" 

This Re ort Is: Date of Report YearPeriod of Report 
Endof - 2008/Q4 (1) $An Original 

(2) D A  Resubmission 
(Mo. Da, Yr) 

I t  
___I_- 

FERC FORM NO. I (ED. 12-90) 

.- 
- Megawatt Hours REVENUE 

Demand Charges Energy Charges Other Charges 
($1 (9 

(9) _I (h) (1) d) 
($1 

Sold 

-I 

27 1,174 

8,935 470,725 
- 

1,937 11 8,610 

15,846 903.650 

517,421 

1,651 

718 45,371 

- 9.290 

39 . _.- 
- 

-- - 
-- 

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

- 

- 
28,99~,637 46,275,993 16.597.458 1,971,405 

2,893.713 0 96,721,445 369.504 
-- - ..._--- ..-- 

- .  

Page 311.4 

Total ($) Line 
(h+i+j) No. 

1,174 1 

470,725 2 

(k) 

. .- 

118,610 3 
903,650 4 

517.421 5 

1,651 E __ 
45,371 7 - 

e 
E 

1G 

11 

12 

13 

14 

__ --- 
- ..- 

-~ 

92,870,088 

97,090.949 

4,865,118 28,996,637 142,997,438 16,966,962 I 188,961,037 



m u m a g e :  310 Line No.: I Columnrj 
All amounts in column J (other charges) for RQs relate to wholesale municipal fuel adjustmentclause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ's relate to w h o l e s a e  
bchedule Page: 310 Line No.: 4 Column: j 
All amounts in column Jlother charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ's relate to wholesale municiparfuel a d j a e n t  clause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQs relate to wholesale municipal fuel adjustment clause. - 
b c h e d u l e g e :  310 Line No.: 8 - Co1umn:j 
All amounts in column_lC (other charges) for RQ's relate to wholesale municipal fuel adjustment crause. 
(Schedule Page: 310 Line No.: 9 Co1umn:j 
All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

1 
Bchedule Page: 310 Line No.: 2 Co1umn:j- -__I I 
m e  Page: 310 Line No.: 3 Column: j -1 

[Schedule Page: 310 Line No.: 5 Co1umn:j -II 
( S w a i e :  310 Line No.: 6 Column:j -_-___ 1 
[Schedule Page: 310 Line No.: 7 Column:j I_ 1 

bchedule Page: 310 Line No.: I O  Columnrj ~ - _ _ _ _ _ _ _ _ ~  IzIz-Il 
m d u l e  Page: 310 Line No.: I 1  Co1umn:j -1 
All amounts in column J (other charges) for RQ's 6 F e  to wholesale municipal fuel adjustme- --- 
\Schedule Page: 310 Line No.: 12 Co1umn:j 1 
All amounts in column J (other charges) for RQs relate to ~~ wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQs relate to wholesale municipal fuel adjustment clause. 

All amounts @column J (other charges) for RQ's relate to wholesale municipal fuel adjustmentclause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 
bhedule Page: 310.1 Line No.: 3 Column: j 
All amounts in column J (other charges) for RQs relate to wholesale municipal fuel adjustment clause. 

khedf.de Pag-IO Line No.: 14-- Column:j 7 
ISchedule Page: 310.1 Line No.: I Co1umn:j 2 
[Schedule P a g G O .  I Line No.: 2 Column: j == ~- 

-17 p d u l e  P a E :  310.1 Line No.: 4 Co1umn:j -I -- 
All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 
w e  Page: 310.1 Line No.: 5 Column: j-- - 

bchedule Page: 370.1 Line No.: 6 Column: j 7 
Ghedf.de Page: 310.1 Line No.: 7 Column: j -_ J 
Fhedule Page: _I_----- 310.1 - Line No.: 8 Co1umn:j -7 
-Page: 310.1 Line No.: 9 Column: j --__ = 
-&le Page: 310.1 Line No.: I O  C=j=- 7 
/Schedule Pzge: 310.1 Line No.: I? Column: j _- 1 
All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 
bchedule Page: 310.1 Line No.: 12 Columna- -~ 

_ _ _ _ _ _ _ ~  

-- 
All amounts in column J (other chargesJ for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustmentclause. 

All amounts in column J (other charges) for RQ'syelate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charge$ for RQ's relate to wholesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ's relate to wholesale municipal fuel adjustment clause. 

- -- 

All amounts in column J (other charges) for RQs relate to wholesale municipal fuel adjustment clause. 

IFERC FORM NO. 1 (ED. 12-87) __ Page 450.1 1 ~ 
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F d z e - a g e :  310.1 Line No.: 13 Column:j- ---I 
bchedule Page: 310.1 Line No.: 14 Column:j , ~- = 
$chedule Page: 370.2 Line No.: I Column: j - -I..-- 

bchedule Page: 370.2- Line No.: 2 Column: b - 
kchedule Page: 310.2 Line No.: 2 Column: c 

I_- 1 
-1 - ISchedufe ___-- 

1 
Market Based Sale --_ ..-I..I .~. 
Fcbedule Page: 310.2 Line No.: 3 Column: __ c --._̂ - 

chedze Page: 310.2 Line No.: 4 Column: b -- ~ ~- -1 
I 
I 

(3) FERC Electric Tariff;‘ Original VolumeNo. 3 

/Schedule Page: 310.2 I Line No.:. 5 Column: c ---____I- 1 
2 
1 P u l e e g e :  310.2 Line No.: 6 __ Columi?c _I-____..-- ~ ~ - - -  

I 
(3) FERC Electric _.-__.._ Tariff, Original ~ - -  Volume No. 3 

jSchedi.de Page: 310.2 Line No.: 7 Column: c -__- 7 
(3)  FERC Electric Tariff, Original Volume No. 3 - __- - 

I bchedule Page: 310.2 Line No.: 8 Column: c __. 

(3) FERC Electric’Tariff, Original Volume No. 3 

1 
Market ~ - -  Based Sale __ 
m e d u l e  Page: 310A LingNo.: 9 Coxrnn:? _1-- 

.I 
bchedule Page: 310.2 Line No.: I O  Column: c - ----IIl 

1 
(3) FERC -__ Electric Tariff, Original Volume No. 3 
Fhedul-e: 310.2 Line No.: I O  Column: g 

~~~ -~ 

/Schedule -~ Page7310.2 Line No.: I O  Column: j 
--I- 7 

Fchedule Page: 310.2 Line No.: 11 Column: b .-____ Il 
1 [Schedule Page: 310.2 Line No.: I1 C o i u r  . . - ._ -.- 

F i e p a g e :  310.2 Line No.: 12 Column: b- - I ---_I__ 

W C  FORM NO. I (ED. 12-87) -.,_..-- -- 1 

All amounts in column J (other charges) for RQs relate to wholesalekunicipal fuel adjustmgntclause. 

All amounts in - - ~  column J (other charges) for RQs relate to wfiesale municipal fuel adjustment clause. 

All amounts in column J (other charges) for RQ’s relate to wholesale municipal fuel adjustment clause. 

Market Based Sale 

(2) FERC Electric Tariff, Original Volume No. 2 

-__. - - _ _ _ _ . ~  

~ - . -  

3 FERC Electric Tariff, Original Volume No. 3 

Market Based Sale - ~ - -  
~ - - ~  

E 
pcbedule Page: 310.2 Line No.: 4 C- 

m e d u l e  Pager 310.2 Line No.: 5 Column: b 
-~ 

Market Based Sale I__ -. 

-___--- (3) FERC Electric Tariff, Original Volume No. 3 
bchedule Page: 370.2 Line No.: 6 Column: b 
Market Based Sale 

-. -II--- 

bchedule I--__ Page: 310.2 Line No.: 7 Column: - b 
Market Based Sale ____ - ~ - -  

p u l e a g e :  -----̂I--.-. 310.2 Line No.: 8 Column: b 
Market Based Sale _l__-.l-_ I ~ I _ _ ~  

- - . _ _ _ - ~  
/Schedule Page: 310.2 Line No.: 9 Column: b ---_......-- 

(3) FERC Electric Tariff, Ori inal Volume No. 3 
bchedule P a g e : d  
December 2007 correction of both MWH and dollars made in 2008. 

--.I___ 

December 2007 correction of both MWH and dollars made in 2008. 

December 2007 correction of both MWH and dollars made in 2008. 

Market Based Sale -- 

(3) FERC Electric Tariff, Original Volume No. 3 

Market Based Sale 
--.. 

Page 450.2 

http://jSchedi.de


2 

bchedule Page: 310.2 Line N O . ; ~ - , , - -  Column: c Il 
bchedule Page: 310.2 Line No.: 14 Column: b -____- 

_" _._____ 
khedu le  Page: 310.2 Linexo.: 12 Column: c 
(3) FERC Electric Tariff, Original Volume No. 3 
bchedule Page: 310.2 Line No.: 13 Column: b 
Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 

Energy Imbalance 
bchedule Page: 310.2 Line No.: I 4  Column: c 1 
(6) E.ON US OATT FERC Electric Tariff Vol. I Fourth Rev and East Kentucky Power Coop. OATT FERC Electric Tariff 
Vol. 1 Second Rev. 
Pchedule Page: 310.3 Line No.:, I Column: b 
Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 

Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 

Cost Based Sale 
[Schedule Page: 310.3 Line No.: 3 Column: c 

FERC Electric Tariff, Original Volume No. 5 

___ .__-____--- 

--____ ____-___ 

---I__~.-_____.-___ 

_____- .--_ -I__ 

jSchedule Page: 310.3 Line No.: I Column: c -- 

bchedule Page: 310.3- Line No.: 2 Column: b ..-l.l---___l__.._-__._l_ --TI 
bhedule Page: 310.3 Line No.: 2 Column: c -- -- 1 
!Schedule Page: 310.3-- Line No.: 3 Column: b _I__.__________ 

. _ _ I - ~ - - - - - ~ - I _ ~  

l____l________. 

----- 
_____-I__-._-_I-_ edule Page: 310.3 Line No.: 4 Column: b ___I 

~l_.l___.__llll_l Cost Based Sale 
kchedule Page: 310.3 Line No.: 4 Column: c 

J -&Page: 310.3 Line - No.: 5 Column: b -.--__I 

(SThedule Page: 310.3- Line No.: 5 Column: c --.--l_~.-".-.l-._ I 
Ts3 

1 
ISchedule Page: 310.3 Line No.: 7 Column: c ---- 1 

-.-- 

-7 

(5) FERC Electric Tariff, Original Volume No. 5 ..--- 

Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 
ISchedule Page: .- 310.3 Line No.% Column: b 

/Schedule Page: 310.3 Line No.: 6 Column: c 
(3) FERC Elecwc Tariff, Original Volume No. 3 
[Schedule Page: 310.3 LiKNo.: 7 Column: a 
Louisville Gas and Electric Company and Kentucky Utilities Company are both owned by E.ON U.S. LLC. 

(1) FERC Rate Schedule No. I. The Power Supply System Agreement, FERC Docket No. ER98-111-000 
!Schedule Page: 310.3 Line No.: 8 Column: b 

,-6 Page: 310.3 Line No.: 8 Columnrj 
Financial Swa 

~ - _  _l.__l___l__.__.__._--.-.--__-______ 

Market Based Sale - 

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

~. 

Financial Swap -- ..-- 

d e :  310.3 Line No.: 9 Column: b 1 
Market Based Sale __.- 

bchedule Page: 310.3 Line No.: 9 Column: c 
(3) FERC Electric Tariff, Original Volume No. 3 

Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 - . - . ~  
!Schedule -~ Page: 310.3 - 7 m u r n n :  a _.,,_ 

~ F E R C  FORM NO. I~ED. 12-87) 

/Schedule.Page: 310.3 Line No.: 10 Column: b -- 7 
1 kchedule Page: 3%:3 Line N o 3 0  Column: c ~ . - - - - .  

- 

-. Page 450.3 



m e d u l e  Page: 310.4 Line No.: 5 Column: b 

- 



BLANK 



Name of Respondent 

Kentucky Utilities Company 

I Market Based Sale __ 

[Schedule Page: 310.4 Line No.: 6 Column: b - I - - ~  -3 
-....zJ 
:I 

_1 

[Schedule Page: 310.4 Line No.: 5 Column: c 
(2) FERC Electric Tariff, Original Volume No. 2 

Market Based Sale 
bchedule Page: 310.4 Line N0.:-6- Column: c 
(3) FERC Electric Tariff, Original Volume No. 3 
pcKd& Page: 310.4 Line No.: 7 Column: b 
Market Based Sale 

(3) FERC Electric Tariff, Original Volume No. 3 

- - - - ~  I- ~~ 

-_________ 
- _ I _ ~  I- -. 

- ~ - - -  - -- 

--” -- 
bchedule Page: 310.4 Line No.: 7 Column: c _.- -- 

-- 
This Report is: Date of Report Yeadperiod of Report 
(1) &An Original (Mo, Da. Yr) 
(2) - A Resubmission I I  2008/Q4 

-- __ 
-- IFERC FORM NO. 1 (ED. 12-87) Page 450.5 



YearIPeriod of Report This Report Is: 
(1) ah Original 
(2) l l  A Resubmission Kentucky Lltilities Company - I I J  I 

ELECTRIC OPERATION AND MAINTENANCE EXPENSES -- 
If the amount for orevious vear is not derived from Dreviouslv reoorted fiaures. exnlain in footnote. 

Account 
fa1 I I & m o u n p  Amount for 

Previous Year 
IC1 

urrent ear 

(500) Operation Supervision and Engineering .-. 4,096,569) 3,884,997 
(501) Fuel I ~ . . . - . -  468,318,4981 402,527,315 

12,298,437 9.983.1 15 - - ~  (502) Steam Expenses 
(503) Steam from Other Sources 

(505) Electric Expenses 5,592,653 5,596,263 
(506) Mlscellaneous Steam Power Expenses 10,595.994 7,282,652 

2,614,525 (509) Allowances 619,818 
TOTAL Operation (Enter Total of Lines 4 lhru 12) 
Maintenance 
(510) Maintenance Supervision and Engineering 

--".---I -~ 
(Less) (504) Steam Transferred-Cr. -- 

(507) Rents -- 

TOTAL Power Production ExpensesSteam Power (Entr 
B. Nuclear Power Generation 

(517) Operation Supervision and Engineering 

(519) Coolants and Water 

(521) Steam from Other Sources 
(Less) (522) Steam Transferred-Cr. 
(523) Electric Expenses 

(525) Rents 

Operation - 
(518) Fuel -. -. 

(520) Steam Expenses - 
___.I~~- -- 

-- - 

(524) Miscellaneous Nuclear Power Expenses 
I 

-- 
TOTAL Operabon (Enter Tog1 of lines 24 thru 32) 
Maintenance 

TOTAL Maintenance.(Enter Total of I 
TOTAL Power Production Expenses- 
C. Hydraulic Power Generation 
Operation 
(535) Operation Supervision and Engineering 

(540) Rents 

Maintenance of Reservoirs, Dams, and Waterways 

FERC FORM NO. I (ED. 12-93) Page 320 



End of 20081Q4 

.- 
lame of Respondent This Re ort Is: Date of Report 
(entucky 1Jtilities Company 

(1) d A n  Original (Mo. Da, Yr) 
(2) n A  Resubmission I I  

101 
102 
103 
104 
105 
106 
107 
108 
109 
1 I O  
111 

- 
- 
the 
ne 
10. 

60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

- 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
I 

- 
- 
- 
- - 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
__. 

- 
___. 

- 
- 
I__ 

- 
- 
- 
_. 

- - 
- 
- 100 

(568) Maintenance Supervision and Engineering 
(569) Maintenance of Structures -... 
(569.1) Maintenance of Computer Hardware . ~. 

- ~ - -  

-.,--.--_.I_-- 

(569.2) Maintenance of Computer Software 
(569.3) Maintenance of Communication Equipment 
(569.4) Maintenance of Miscellaneous Regional Transmission Plant 
(570) Maintenance of Station Equipment 1,212,830 1,169,930 
(571) Maintenance of Overhead Lines 3,143.960 I 3,515,529 
(572) Maintenance of Underground Lines 

375,802 309,324 
TOTALMaintenance (Total of lines 101 thru 110) 4,732,592 4,994,783 

~I ~ 

(573) Maintenance of Miscellaneous Transmission Plant ,-- 

---- ELECTRlC'OPER%ON -.. AND MAINTENANCE E;(PENSES {Continued) ' 
amount for previous year is not derived from previously reported figures, explain in footnote. 

Account e z V g L r  

Transmission Expenses (Total of lines 99 and 11 1) 

(546) Operation Supervision and Engineering 177.861 74.616 
(547) Fuel 44,080,973 57,591,370 
(548) Generation Expenses 2,352,366 713,415 
- (549) Miscellaneous Other Power Generation Expenses 137,843 144,288 

18,582,6481 --_..- 19,900.074 

(552) Maintenance of Structures -_- 157,2831 150,424 
2,3 i 8,502 I 2,975,965 (553) Maintenance of Generating and Electric Plant - 

[ti541 Maintenance of Miscellaneous Other Power Generation Plant I 517.8931 

E. Other Power Supply Expenses 

FERC FORM NO. 1 (ED. 12-93) Page 321 



~ _ "  
This Re ort Is: Date of Report Year/Period of Report 

(2) F 1 A  Resubmission I /  
(1) /xJ~ Original (Mo, Da, Yr) End of 2008/Q4 

ame of Respondent 
:entucky Utilities Company 

I U I -1 ...-- 
ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued) 

I -___-__ _-- 
the amount for previous year is not derived from previously reported figures, I 
ne Account 

(a I lo. 

. ~ . - _ _ _ _ .  

~- 
13 3. REGIONAL MARKET EXPENSES 

.- -_ 14 Operation 
15 (575.1) Operation Supervision 
116 (575.2) Day-Ahead and Real .Time Market Facilitation 
,17 (575.3) Transmission Rights Market Facilitation 
118 (575.4) Capacity Market Facilitation 
119 (575.5) Ancillary Services Market Facilitation 
20 (575.6) Market Monitoring and Compliance 
121 (575.7) Market Facilitation. Monitoring and Compliance Sewices 
122 (575.8) Rents 
123 Total Operation (Lines 115 thru 122) 

- 

124 Maintenance - 
125 (576.1) Maintenance of Structures and Improvements 
126 (576.2) Maintenance of Computer Hardware 
127 (576.3) Maintenance of Computer Software 
128 (V6.4) Maintenance of Communication Equipment 
129 (576.5) Maintenance of Miscellaneous Market Operatlon Plant 
130 Total Maintenance (Lines 125 thru 129) 
131 TOTAL Regional Transmission and Market Op Expns (Total 123 and 130) 
132 4. DISTRIBUTION EXPENSES 

-- 
- 

133 Operation 
I34 (580) Operation Supervision and Engineering 

E (581) Load Dispatching 
136 (582) Station Expenses 
137 (583) Overhead Line Expenses 
138 (584) Underground Line Expenses 
139 (585) Street Lighting and Signal System Expenses 
140 (586) Meter Expenses .__ 

142 (588) Miscellaneous Expenses 
143 (589) Rents 
144 TOTAL Operation (Enter Total of lines 134 thru 143) 
145 Maintenance 

-- 

~ - -  
-~ 

--- -- 
~- -- 

.- 

150 
151 

3 
154 

156 
157 
158 
159 
2 
161 
162 
163 
E 

152 - 

155 - 

(594) Maintenance of Underground Lines 
(595) Maintenance of Line Transformers 

(597) Maintenance of Meters 
(598) Maintenance of Miscellaneous Distribution Plant 
TOTAL Maintenance (Total of lines 146 thru 154) 
TOTAL Distribution Expenses (Total of lines 144 and 155) 
5. CUSTOMER ACCOUNTS EXPENSES 

-- (596) Maintenance of Street Lighting and Signal Systems .-- 

(901) Supendsion 
(902) Meter Reading Expenses -- 
(903) Customer Records and Collection Expenses --- 
(904) Uncollectible Accounts I 

(905) Miscellaneous Customer Accounts Expenses 
TOTAL Customer Accounfs,Expenses (Total of l i n e 5 9  thru 163) 

lain in footnote. 
tmountf"' urrent ear 

38.293 

1,437,058 
603,830 

1,229,962 
--- 

4,122,244 
72.556 
10.104 

Amgunt for 
Previous Year 

(c) 

579: - 

667,27 
1,103,55 
2.806.77 

85,18 
6.50 

4,687,096 
12,842 

18.6 16.391 

.,. ._ 
685 

959,759 
22,896,107 

630.133 ~- 
79.117 

4,557.46 
13.00 

16,697.72 

7 92 

-- 
813,56 

19,293,28 
- 621.86 
- - - ~  

112.52 
60,839 81.26 

43.245.658 

1,940,125 
3,761 ,I 13 

12.51 5,131 a 
3.91 9,708 

334.960 

11,84 
20,942,27 
37.640,OO 

1,991,23 
4,292,20 

11,681,01 
2,323,94 

173.64 
22,471,516 20,462,03 -- 
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ame of Respondent This Report Is: Dale of Report YearIPeriod of Report 
End of 2008JQ4 :entucky Utilities Company 

(1) B A n  Original (Mo, Da. Yr) 
(2) n A  Resubmission 1 1  

L--l - 
ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued) 

imount for previous year is not derived from previously reported f igures2 
Account 

(a) 

. CUSTOMER SERVICE AND INFORMATIONALEXPENSE~ --- 
)peration 
307) Supervision 
308) Customer Assistance Expenses 
309) Informational and instructional Expenses 
310) Miscellaneous Customer Service and Informational Expenses 
OTAL Customer Service and Information Expenses (Total 167 thru 170) 
. SALES EXPENSES 
beration 
31 1) Supervision 
312) Demonstrating and Selling Expenses 
313) Advertising Expenses 

, 

-- 
316) Miscellaneous Sales Expenses 
'OTAL Sales Expenses (Enter Total of lines 174 lhru 177) 
. ADMINISTRATIVE AND GENERAL EXPENSES 

~~~~ 

320) Administrative and General Salaries 
321) Ofice SupplieKExpenses 
Less) (922) Administrative Expenses Transferred-Credit 
323) Outside Services Employed 
324) Property insurance 

326) Employee Pensions and Benefits 
927) Franchise Requirements 
928) Regulatory Commission Expenses 
929) (Less) Duplicate Charges-Cr. 

-- 
325) Injuries and Damages - 

___---I_ 

930.1) General Advertising Expenses 
330.2) Miscellaneous General Expenses -, 

'OTAL Operalion (Enter Total of lines 181 chru 193) 

-I__ 

331) ~- 
naintenance .. I_ 

Rents 

935) Maintenance of GeneralIEt -.-. 
'OTAL Administrative & General Expenses (Total of lines 194 and 196) 
'OTAL Elec Op and Maint Expns (Total 80,112.131,156,164,171,178,197) 

)lain in footnote. 
p o u n p  Amount for 

urrent ear I Prewous Year 

252,0371 234,62( 
2.726.41 31 

68,864) 536,62: 
1,870.8191 747,97: 

58,1621 48,89( 

1,178,21. 
22.61 8,72! 

3,201 
930.731 

3,201 
585,2771 445.12r 

1,545.ir11 1,738,0841 ~ - -  
1,741.3541 1.565,37; 

8.41 5,586l 6,416,47: 
75,563.0821 68,717,75: 
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BLANK 



Name'of Respondent 

Kentucky Utilities Company 

-- ~. 
- e J - G g - T i G K F -  -I.- I 
The credit i s  due to meter tampering charges billed to customers to offset the cost of 

This Report is: Date of Report YearIPeriod of Report 
(I) An Original (Mo, Da. Yr) 
(2) - A Resubmission I 1  200BlQ4 

meter maintenance. 

The credit is due to meter tampering charges billed to customers to offset the cost of ' The cost is- recorded in several accounts. _- 
/Schedule Page: 320 Line No.: 741 Column: c -.I--- 

met= maintenance. The cost is recorded in several accounts. 
phedule Page: 320 Line No.: 754 Column: b 
The credit balance is due to an out-of-period adjustment €or uncollectible Sundry accound 
receivable. 

- - ~ - _ .  
[FERC FORM NO. 1 (ED. 12-87) Page 450.1 I 



-_I__ I_ 

Name of Respondent 
Kentucky Utilities Company 

, - ' 
PU ??HA$ED POWER Account 5h5) 

finciudino Dower exckanoes, 

- This Re ort Is: Date of Report YearIPeriod of Report 
End of 200WQ4 (1) $An Original 

(2) n A  Resuhmission I I  
(Mo. Da, Yr) 

1. Report all power purchases made during the year. Also report exchanges of electricity (i.e., transactions involving a balancing of 
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 

.ine 
No. 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement service must 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 

Average Actual Demand (MW) 
Monthly Billing Average Average 
Demand ( M w )  Monthly NCP Deman Monthly CP Demanl 

Name of Company or Public Authority Statistical FERC Rate Classifi- Schedule or 1 cation I Tariff Number (Footnote Affiliations) 

LF - for long-term firm service. "Long-term" means five years or longer and "firm" means that service cannot be interrupted for 
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm service 
which meets the definition of RQ service. For all transaction Identified as LF, provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF -for intermediate-term firm service. The same as LF service expect that "intermediate-term" means longer than one year but less 
than five years. 

SF - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
year or less. 

LU - for long-term service from a designated generating unit. "Long-term" means five years or longer. The availability and reliability of 
service, aside from transmission constraints, must match the availability and reliability of the designated unit. 

IU -for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term" means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc. 
and any settlements for imbalanced exchanges. 

OS -for other service. Use this category only for those services which cannot be placed in the above-defined categories, such as all 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment. 

I Total I I I I I 

FERC FORM NO. I (ED. 12-90) Page 326 



dame of Respondent 
Kentucky Utilities Company 

1 I 

PUKCHA 
--. v . .  

J ccoult 55-52 (Continued) k 8 u w k F  t r  exc ange 

4D - for out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
{ears. Provide an explanation in a footnote for each adjustment. 

This Report Is: Dale of Report Year/Period of Report 

(2) n A  Resubmission I t  
(1) N A n  Original (Mo, Da, Yt) End of 2008/Q4 

I. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate 
lesignation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designatians under which service, as 
dentified in column (b), is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
he monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the 
werage monthly coincident peak (CP) demand in column ( f ) .  For all other types of service, enter NA in columns (d), (e) and (9. Monthly 
K P  demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
luring the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (q 
nust be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
3. Report in column (9) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours 
>f power exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column (i), energy charges in column (k). and the total of any other types of charges, including 
jut-of-period adjustments, in column (I). Explain in a footnote all components of the amount shown in cnlumn (I). Report in mlumn (m) 
he total charge shown on bills received as settlement by the respondent. For power exchanges, report in calumn (m) the settlement 
amount for the net receipt of energy. If more energy was delivered than received, enter a negative amount. If the settlement amount (I) 
nclude credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
3. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (9) must be 
sported as Purchases on Page 401, line I O .  The total amount in column (h) must be reported as Exchange Received on Page 401, 
ine 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13. 
3. Footnote entries as required and provide explanations following all required data. 

POWER EXCHANGES 

Received Delivered 

Megawatt Hours 
Purchased Megawatt Hours Megawatt Hours 

(9) (h) 0) -. 
3,266 

10,217 
10,203 
7,041 

--" 

31 

1-. 

136 
15,61 C 

I oc 
3,155 

7,944 
583 

43,043 
1,225 

85 

-. 

-_ 
.- 

--. 

-- 
- 

7,095,014 34,513 28,951 

COSTISETTLEMENT OF POWER 
Demand Charges Energy Charges Other Charges Total (j+k+l) 

($) of Settlement ($) 

267,672 267,672 
813,554 813,5% 
748.1 86 748,182 

503.17; 503,172 

2.86 2,865 
5,483/ 5,48: 

1 .I 69,511 1,169,515 

238,82C 238,82( 
625,392 625.39; 

6,302,4% 
87,200 87,20( 
12,914 12,91r 

s', (1) (m 1 ($1 
-- 

.- 
__I 

8,50. 8.5i 
" .- 

44,985 44,98f 

-_I_- -~ 1,386,000 431 6,424 

,---- 

-- 

23,221,165 198,150,909 -195,306 221,176,761 

Line 
No. 

- 
1 - 

1 - 
- 

L 
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Name of Respondent 
Kentucky Utilities Company 

-- I--- ' 
PU ?%A$ED POWER Account 555) 

- - -- Pncluding power exchanges) -.--___ 
I. Report all power purchases made during the year. Also report exchanges of electricity (Le., transactions involving a balancing of 
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 

1- 

This Re ortls: Date of Report Year/Period of Report 
(1) &An Original (No, Da, Yr) 2008lQ4 
(2) r"l A Resubmission I J  End of ---.- 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement service must 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 

'~ Name of Company or Public Authority 
(Footnote Affiliations) 

LF - for long-term firm service. "Long-term" means five years or longer and "firm" means that service cannot be interrupted for 
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm service 
which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

Average Actual Demand (MW) 
Monthly Billing Average Average 

FERC Rate 
Classifi- Schedule or 
cation Tariff Number Demand (MW) Monthly NCP Deman Monthly CP Demanl 

IF - for intermediate-term firm service. The same as LF service expect that "intermediate-term" means longer than one year but less 
than five years. 

SF -for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
year or less. 

LU -for long-term service from a designated generating unit. "Long-term" means five years or longer. The availability and reliability of 
service, aside from transmission constraints, must match the availability and reliability of the designated unit. 

IU - for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term" means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc 
and any settlements for imbalanced exchanges. 

OS - for other service. Use this category only for those services which cannot be placed in the above-defined categories, such as all 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment. 

I Total 
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-. -__I - 
Name of Respondent This Re ort Is: Date of Report YearIPeriod of Report 

End of 20081Q4 Kentucky Utilities Campany 
(1) $An Original (Mo, Da, Yr) 

-.- 

POWER EXCHANGES 

Received Delivered 
Hours -Megawatt Hours Megawatt HGs Purchased 

(9) (h 1 (i) __ - 
2,433 
4,852 

- 423 

I oc 
5,056,906 

_.-_ 

.- 
- 

AD - for out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
years. Provide an explanation in a footnote for each adjustment. 

.- 
tine 

Demand Charges Energy Charges Other Charges Total (j*k*l) No. 
COST/SETTLEMENT OF POWER 

of Settlement (3) \7] (m) -- 
103,732 103,732 1 

409,750 2 409,75C 

18.612 18.612 2 

($1 
0 )  

".--- 

10,ooq 10,000 4 - 
109,345,60 109,345,605 E 

4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as 
identified in column (b), is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the 
average monthly coincident peak (CP) demand in column (9. For all other types of service, enter NA in columns (d), (e) and (9. Monthly 
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (q 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
6. Report in column (g) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and ( i )  the megawatthours 
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column (j), energy charges in column (k), and the total of any other types of charges, including 
out-of-period adjustments, in column (I). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement 
amount for the net receipt of energy. If more energy was delivered than received, enter a negative amount. If the settlement amount (I) 
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
8. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (g) must be 
reported as Purchases on Page 401, line I O .  The total amount in column (h) must be reported as Exchange Received on Page 401, 
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401. line 13. 
9. Footnote entries as required and provide explanations following all required data. 
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Jarne of Respondent 
Kentucky Utilities Campany 

Date of Repor- 
(1) R A n  Original 
(2) l"l A Resubmission 

.ine 
No. 

~ _ _  -- 
PU CHASED POWER Account 555) 

- nnciuding power exckanges) -. - . ~  
I. Report all power purchases made during the year. Also report exchanges of electricity (i.e.. transactions involving a balancing of 
lebits and credits for energy, capacity, etc.) and any Settlements for imbalanced exchanges. 
?. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
$. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 

Average Actual Demand (MW) 
Monthly Billing Average Average 
Demand (MW) Monthly NCP Deman Monthly CP Deman' 

Name of Company or Public Authority Statistid FERC Rate 
Classifi- Schedule or 1 cation I Tariff Number (Footnote Affiliations) 

iQ -for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
wpplier includes projects load for this service in its system resource planning). In addition, the reliability of requiremeRt service must 
>e the same as, or second only to, the supplier's service to its own ultimate consumers. 

-F - for long-term firm service. "Long-term" means five years or longer and "firm" means that service cannot be interrupted for 
xonomic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
mergy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm service 
which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract 
lefined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

F - for intermediate-term firm service. The same as LF service expect that "intermediate-term" means longer than one year but less 
:han five years. 

3F - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
(ear or less. 

-U -for long-term service from a designated generating unit. "Long-term" means five years or longer. The availability and reliability of 
;enrice, aside from transmission constraints, must match the availability and reliability of the designated unit. 

'U - for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term" means 
onger than one year but less than five years. 

:X - For exchanges of electricity. Use this category far transactions involving a balancing of debits and credits for energy, capacity, etc 
and any settlements for imbalanced exchanges. 

3s - for other service. Use this category only for those services which cannot be placed in the above-defined categories, such as all 
ion-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
3f the service in a footnote for each adjustment. 

1 Total 
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- 
Date of Report YearIPeriod of Report 

End of 2008/Q4 (1 ) An Original (Mo, Da. Yr) 
12) n A  Resubmission I 1  

dame of Respondent 
Kentucky Utilities Company 

Megawatt Hours 
Purchased 

(9) -- 
1.29$ 

4D -for out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
rears. Provide an explanation in a footnote for each adjustment. 

Line 
~egaWatt Dours Megawatt Hours Demand Charges Energy Charges Other Charges Total (i+k+l) N ~ .  

95,OOd 95,000 1 

POWER EXCHANGES COSTISETTLEMENT OF POWER 

of Settlement ($) 
- (m) 

Received Delivered 
(h) 0)  

1. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate 
lesignation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as 
dentified in column (b), is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
he monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the 
werage monthly coincident peak (CP) demand in column (9. For all other types of service, enter NA in columns (d). (e) and (9. Monthly 
JCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
juring the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 
nust be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
5. Report in column (9) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours 
i f  power exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column (i), energy charges in column (k), and the total of any other types of charges, including 
,ut-of-period adjustments, in column (I). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
he total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement 
mount for the net receipt of energy. If more energy was delivered than received, enter a negative amount. If the settlement amount (I) 
nclude credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
3. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (9) must be 
.eported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 401, 
ine 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13. 
3. Footnote entries as required and provide explanations following all required data. 

~ 

20,40q 20,408 2 

8,515 768,72q 768.728 3 

28,004 4 28,OO 

2,68d 184.27 184,274 5 

- 451 

--. 
__---- -I 

451 

34,513 28,951 t 
12 

13 
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2 bchedule Page: 326 Line No.: I Column: b .- 

1 
2 

) FERC-approved tariff and/or rate schedule as on file with the Commission. 
chedule Page: 326 Line No.: 2 Column: b -. - 

- 

Market Based Purchase 
khedule ~ . _  Page: 326 Line No.: I Column: c 

Market Based Purchase 
(Schedule Page: 326 Line No.: 2 Column: c 
( I )  FERC-approved tariff and/or rate schedule as on file with the Commission. 

Market Based Purchase 
bchedule Page: 326 Line No.: 3 Column: c 

Line No.: 4 Column: b 

-____ _---~l_______l_ 

-.-_ 

- .~ 

ISchedule Page: 326 Line No.: 3 Column: b -- .- 

2 
m e d u l e  Page: 326 Line No.: 4 Column: c .-- -.- - 1 

W e d b l e  Paqe: 326 Line No:: 5 Column: c ~- ___- 

w u l e g e :  326 Line No.: 6 Column: b -~ _I____ 

Fchedule Page: 326 Line No.: 6 Column: c __....__I__ 

(Schedule Page: .-- 326 Line No.:, 7 Coirnn: c - 
tariff andlor rate schedule E n  file with the Commission. -._I._̂ .- 

Market Based Purchase 

bchedule Pa~xx-326 Line-No.: 5 Column: b __ 
1) FERC-approved tariff and/or rate schedule as on file with the Commission. 

Energy Imbalance _____.I - - . ~ .  

---I"- 

(I) FERC-approved -- tariff and/or rate schedule as on file with the Commission. 

Energy Imbalance 

Electric Tariff, Original Volume No. 2, Service Agreement No. 255 
Page: 326 Line No.: 7 _, Column: b ._ - 

___..--. -II-- 

Market Based Purchase 

I FERC-approved tariff and/or rate schedule as on file with the C z i s s i o n .  
k 6 d u l e  Pige: 326 Line No.: 8 Column: b 

!Schedule Page: 326 -Line No.: 8 Column: c 
{I ) FERC-approved tariff and/or rate scheduleEon file with theCommission. 

Market Based Purchase 

__ 

Market Based Purchase -.. 

,Schedule Page: 326 Line No.: 9 .-, Column: b ~ _ _ _ _ . _ _ _ .  _I 

1 ISchedule Page: 326 Line No.: 9 Column: c _________I 

[Schedule Page: 326 Line No.: I O  Columnrc'---- --- _I__._ 

Line No.: I 1  Column: b , _____7 
!Schedule Page: 326 Line No,: 7 1  Column: c - - - - ~  

,Schedule Pagi: 326 f ine No.: 12 - Column: b 
_I -------I - [Schedule Page: 326-"' Line No.: 12 Column: c -. __ 

bchedule Page: 326 Line N> -I-.-____ 

The supplier's system monthly peak is not available -~ to Kentucky Utilitieskompany. _- -___ 
bchedule Page: 326 Line No.: 13 -. Column: b -1 

_ _ _ _ _ _ ~  

. I _ _ - I _ _ - ~  

__-I. ~- Market Based Purchase 

tariff and/or rate schedule as on file with 

~~- Market Based Purchase 

/I) FERC-approved tariff and/or rate schedule as on file with the C&%nis$on. 

Purchase Power 

(1) FERC-approved tariff and/or rate schedule as on file with the Commiss!on_ 

-__.._I___ 

Market Based Purchase 

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



Name of Respondent 

~ - -  
[Schedule Page: 326 Line No.: 13 Column: c - --_^______-___l 

whedule Page: 326 Line No.: 14 Column: c ___I 
bchedule-e: 326.1 Line No.: I Column: b __ -~ ' 

) FERC-approved tariff and/or rate schedule as on file with the Commission. 
-" 

edule P ~ 3 2 6  Line No.: 14 Column: b __ ____ 

. ^ - ~ -  
Market Based Purchase 

(1) FERC-approved tariff and/or rate schedule as on file w-iic 

2 
Energy Imbalance 

(3) €.ON 0.z OATT FERC Electric Tariff Vol. 1 Fourth Rev and East Kentucky Power Coop. OATT FERC Electric Tariff 
b-c? Line No.: 7 C o 1 E . c  ~ I - _ _ I _ _  

-~ n [ :  326.1 Line No.: 2 Column: b _--______ 

( I )  FERC-approved tariff and/or rate schedule as on file with the Commission. 

Vol. 1 Second Rev. I- -~ _- 

~ - -  _ I _ ~ _ _ _  

Market Based Purchase 
[ S c h e d m g e :  326.1 Line No.: 2 Column: c 1 

barket Based Purchase -~ 

__I- ---II____ 

chedule Page: 326.1 Line No.: 3 Column: b -~ 

/Schedule Page: 326.1 Line No.: 3 Column: c l _ _ _ _ l - _ ~ _ ~  7 
7 Interchange Agreement FERC Schedule No. 31 
Schedule Page: 326.1 Line No.: 4 Column: b ~ ~ - - I -  - 

bchedule L--- Page: 326.1 Line No: 4 Column: c --I--. 

1 ISchedule L_-.-.,.-____- Page: 326. I -e 
phedule Page: 326.1 Line No.: 5 C o l u m ~ . ~  - -- 

J bchedule .--- Page: 326.7 Line No.: 6 Column: b - --- 

(I) FERC-approved tariff andlor rate schedule as on file with the Commission. 

Market Based Purchase x _ . ~  

bchedule Page: 326.1 Line No.: Column: c -____- 

3 
(I) ---- FERC-approved tariff and/or rate schedule as on-flg with the Commission. 
Pchedule Page: 326.1 Line No.: 8 Column: a -- 

~- - 

--- 
p 
Market Based Purchase 

(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 

Kentucky Utilities Company and Louisville Gas and Electric Company are both owned by E.ON US.  ---I.---- LLC. 

(2) FERC Rate Schedule No. I. The Power Supply System Agreement, FERC Docket No. ER98-111-000 

khedule Page: 326.1 Line No.: 6 Columcc I 
F d Z e K g e :  --. 326.1 Line No.: 7 Column: b 

~- 
~ I--̂- -~ 

- - ~  

Market Based Purchase - - - - ~ -  

- - ~ - -  

____I - 

-- 

The Midwest IS0 Contingency Reserve Sharing Group (MIS0 CRSG) is not a signatory to the CRSG contract. The MIS0 
CRSG is the group administrator and serves as the clearing house for the CRSG billing. The CRSG group is comprised of 
the following members: Alliant East, Alliant West, Ameren Illinois, Ameren Missouri, Ames Municipal, Basin Electric Power 
Cooperative, Big Rivers, City of Springfield, City of Columbia Missouri, Consumers, Dairyland Power Cooperative, DTE 
Energy, Duke Energy, Duke Energy Indiana, Duke Energy Kentucky, Duke Energy Ohio, East Kentucky Power Coop, 
E.ON US, First Energy, GEN-SYS Energy, Great River Energy, Hastings Municipal, Heartland Consumers Power Dist, 
Hoosier Energy REC, Hutchinson lltilities Commission, Indianapolis Power & Light Co. Lincoln Electric System, Madison 
Gas & Electric, Manitoba Hydro, Michigan Electric Coordinated System, MidAmerican Energy Company, Minnesota 
Municipal Power Agency, Minnesota Power Inc, Minnkota Power Cooperative, Missouri River Energy Services, 
Montana-Dakota Utilities Inc, Municipal Energy Agency of Nebraska, Muscatine Power and Water, Nebraska Public Power 
District, Northern Indiana Public Service Co, Northwestern Energy, NSP Companies, Omaha Public Power District, Otter 
Tail Power Company, Rochester Public Utilities, So Minnesota Municipal Power Agency, Southern Illinois Power Coop, 
Upper Peninsula Power Co, Vectren, Western Area Power Administration, Willmar Municipal lltilities, Wisconsin Energy 
Corporation, Wisconsin Public Power @nand Wisconsin Public Service Cow. 
Fhedule Page: 326.1 Line No.: 8 Column: b 
ErnergEcy Power 
m d u l e  P m L i n e  No.: 8 Column: c 
[FERC FORM NO. 1 (ED. 12-87) 

-.I 
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--7 
-----I 

I 

(4) MISO FERC Electric Tariff Rate Schedule No. 9 - 
[Schedule Page: 326.1 Line No.: 8 Column: g 
MWH for the Midwest I S 0  (MISO) members are excluded to avoid double.-counting; MWH for the MISO members are 
re orted with the MISO as part of the energy markets invoice using the FERC Order 668 MWH netting requirement. 

Energy dollars for amount representing LMP are reported with the Midwest IS0 (MISO) as part of the energy markets 
invoice using the FERC Order 668,-MWH netting requirement. 
BchedulePage: 326.1 Line No.: 9 Column: a 
The Midwest IS0 Contingency Reserve Sharing Group (MISO CRSG) is not a signatory to the CRSG contract. The MISO 
CRSG is the group administrator and serves as the clearing house for the CRSG billing. The CRSG group is comprised of 
the following members: Alliant East, Alliant West, Ameren Illinois, Ameren Missouri, Ames Municipal, Basin Electric Power 
Cooperative, Big Rivers, City of Springfield, City of Columbia Missouri, Consumers, Dairyland Power Cooperative, DTE 
Energy, Duke Energy, Duke Energy Indiana, Duke Energy Kentucky, Duke Energy Ohio, East Kentucky Power Coop, 
E.ON US, First Energy, GEN-SYS Energy, Great River Energy, Hastings Municipal, Heartland Consumers Power Dist, 
Hoosier Energy REC, Hutchinson Utilities Commission, Indianapolis Power & Light Co, Lincoln Electric System, Madison 
Gas & Electric, Manitoba Hydro, Michigan Electric Coordinated System, MidAmerican Energy Company, Minnesota 
Municipal Power Agency, Minnesota Power Inc, Minnkota Power Cooperative, Missouri River Energy Services, 
Montana-Dakota Utilities Inc, Municipal Energy Agency of Nebraska, Muscatine Power and Water, Nebraska Public Power 
District, Northern Indiana Public Service Co, Northwestern Energy, NSP Companies, Omaha Public Power District, Otter 
Tail Power Company, Rochester Public Utilities, So Minnesota Municipal Power Agency, Southern Illinois Power Coop, 
Upper Peninsula Power Co, Vectren, Western Area Power Administration, Willmar Municipal Utilities, Wisconsin Energy 

[Schedule Page: 326.1 Line No.: 9 Columnib 

$%%e Page: 326. I Line No.: 8 --column: k 

Corporation, Wisconsin Public Power Inc and Wisconsin-Public Service Corp. 

True u of December 2007 accrual estimate. - _. 

- .--1 
(4) MISO FERC Electric Tariff Rate Schedule No. 9 
bXededu/e P a g P  ____- "_ 

2 bchedule Page: 326.1 Line No.: I O  Column: a ..--______ 

Companies dated March 13,2006. -- 
[Schedule Page: 326.1 . Line No.: 10 Column: b __ ____I_ __ 

I 

&le Page: 326. I Line No.: 9 Column: c 
-____ --____- 

_ _ . _ ~  True-up of December 2007 accrual estimate. 

The Company owns 2.5% of the common stock of Ohio Valley Electric Corporation (OVEC). Purchase of surplus power 
pursuant to Article 4 of the Amended and Restated Inter-company Power Agreement among OVEC and Sponsoring 

4 

chedule Page: 326.1 Line No.: I1 Column: a -- 1 

---I 

Surplus Power 
!Schedule Page: 326.1 Line No.: I O  Column: c 
(6) Purchase of surplus power pursuant to Article 4 of the Amended and Restated Inter-company Power Agreement 

-- 
and Sponsoring Companies dated March 13,2006. -- .-.. 

The Company owns 2.5% of the common stock of OVEC. Purchase of surplus power pursuant to Article 4 of the 
Amended and Restated Inter-company Power Agreement among OVEC and Sponsoring Companies dated March 13, 
2006. 
[S_chedre'Page: 326.1 Line No.: 11 Column: b 
December 2007 true-up of accrual estimate for both energy and demand charges booked in 2008. Previous ye%' FERC 
Form I reports included these out-of-period adjustments in the current year because they were considered standard 
month1 Bustments .  On a gp-forward basis, these out-of-p 

(6) Purchase of surplus power pursuant to Article 4 of the Amended and Restated Inter-company Power Agreement 

-___- 

will be shown separately. 
&",e b m n e  No.: 11 Column: c 

bchedule Pags-326. I Line N o r n o -  

2 

bchedule -__ Page: 326.7 Line No.: 11 -..- Column: I -_ ___ 2 
m d u l e  Page: 326.1 Line No.: 12 Column: c ~~ -11113 -_ 

_i -- among OVEC and Sponsoring Companies dated March 13,2006. 
I_-____ 

December 2007 true up of accrual estimate for both energ-y ($19.18 $142,076) made in 2008. 

7) FERC Electric Tariff FPC 74 - .-_I- 

The supplier's system monthly peak is n o t a v a i l a b l e t o p a n y .  

IFERC FORM NO. 1 (ED. 12-87) 
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ll__l_l_lll m u m G e :  326.7 __ Line No.: 73 
December 2007 true-up of accrual estimate for both energy and demand charges booked in 2008. Previous years' FERC ' 
Form 1 reports included these out-of-period adjustments in the current year because they were considered standard 

Column: b 

monthly adjustments. On a go-forward basis, these out-of-period adjustments will be shown separately. 
bchedule P a g ~ 3 2 6 . 1  Line No.: 73 Column: c - 1 
bchedule Page: 326.1 Line No.: 73 Column: I -- 
[Schedule Page: 326.1 Line No.: 14-- Column: b 

I_.- 1 
1 

/Schedule Page: 326.2 Line No.: 7 Column: b ___ 1 
Market B a s a  Purchase --. - 

(1) FERC-approved tariff andlor rate schedule as on file with the -_____-- Commission. 
m e d u l e z 3 2 6 . 2  Line No.: 2 - Column: __ b - 

b c h e d x  Page: 326.2 Line No.: 2 Column: C I- _I__-___ 

(1) FERC-approved tariff and/or rate schedule as ~- on file with the Cornmission. 

(7) FERC Electric Tariff FPC 74 ------__ 

December 2007 true up of accrual estimate for both energy (-$22,292) and demand charges (-$50,174) made in 2008. 

Market Based Purchase 
pchedule P a g e - - - C o l u v  
(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 

-___- - - ~  

khedule Page: 326.2 Line No.: 7 Column: c 
- - ____ 

" _-_ - - Market Based Purchase 

--I chedule Page: 326.2 Line No.: 3 Column: b -_- - 

-I 
(I) FERC-approved tariff and/or rate schedule as on file with the Commission. -_-I__ 

m e d u l e  Page: 326.2 Line No.: 4 Column: ~ b - ____- - 

fScheduFPage: 326.2 Line No.: 5 Column: b -I- l__-ll 2 
Bchedule Page: 326.2 Line No.: 5 ColumnG ---- 

- --I._ 

barket Based Purchase -- - 
bchedule Page: -~ 326.2 Line No.: 3 Column: c 1 

_I-- 

- - ~ -  Market Based Purchase 
Schedule Page: 326.2 Line No.! 4 Column: c 
[I) FERC-approved tariff and/or rate schedule as on file with the Commission. 

Market Based Purchase 

(1) FERC-approved tariff andlor rate schedule as on file with the Commission. 

- _ _ I _ - ~  -- 

__- 

JFERC FORM NO. 1 {ED. 12-87) . Page 450 4 - -1 



- 
Name of Respondent 
Kentucky Utilities Company 

TRAN 

1. Report all transmission of electricity, i.e., wheeling, provided for other electric utilities, cooperatives, other public authorities, 
qualifying facilities, non-traditional utility suppliers and ultimate customers for the quarter. 
2. Use a separate line of data for each distinct type of transmission service involving the entities listed in column (a), (b) and (c). 
3. Report in column (a) the company or public authority that paid for the transmission service. Report in column (b) the company or 
public authority that the energy was received from and in column (c) the company or public authority that the energy was delivered to. 
Provide the full name of each company or public authority. Do not abbreviate or truncate name or use acronyms. Explain in a footnote 
any ownership interest in or affiliation the respondent has with the entities listed in columns (a), (b) or (c) 
4. In column (d) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows: 
FNO - Firm Network Service for Others, FNS - Firm Network Transmission Service for Self, LFP - "Long-Term Firm Point to Point 
Transmission Service, OLF - Other Long-Term Firm Transmission Service, SFP - Short-Term Firm Point to Point Transmission 
Reservation, NF - non-firm transmission service, OS - Other Transmission Service and AD - Out-of-Period Adjustments. Use this code 
for any accounting adjustments or "true-ups'' for service provided in prior reporting periods. Provide an explanation in a footnote for 
each adjustment. See General Instruction for definitions of codes. 

Date of Report 
(Mo, Da. Yr) 

(Account 456.1) 

Year/Period of Report 
End of 20081Q4 

-- t i  

Payment By Energy Received From 
(Company of Public Authority) (Company of Public Authority) h e  

No. (Footnote Affiliation) (Footnote Affiliation) 
(a) (b) ---__-__ - 

Midwest IS0 

East Kentucky Power Cooperative 
, East Kentucky Power Cooperative 

_.__---- I MidwestISO 
2 East Kentucky Power Cooperative 
3 ,  East Kentuckv Power Cooperative 

-_ 

East Kentucky Power Cooperative NF East Kentucky Power Cooperative 

Tennessee Valiey Aufhorily Tennessee Valley Authority NF 

- 
0- Tennessee Valley - Authority ~ -$ .",,&%%,?z 

Statistical Energy Delivered To 

(Footnote Affiliation) cation 
(Company of Public Authority) Classlfi- 

(C) (d) 
Midwest IS0  AD 

East Kentucky Power Cooperative FNO 
,East Kentucky Power Cooperative ,SFP 

15 Constellation Energy Commodities Group, PJM Tennessee Valley Authority SFP 

.-..--._.-.--- +- 
-'E+ 20 I I 

I I 
I I I 

__ 
24 I 

- 

FERC FORM NO. 1 (ED. 12-90) Page 328 



.- 
Name of Respondent 
Kentucky Utilities Company 

FERCRate I Point of Receipt I P i n t  of Delivery I Blillng I TFANSFER OF ENERGY I in,. 

Date of Report 
(Mo. Da. Yr) 

YearIPeriod of Report 
End of ~ m 8 / Q 4  

This Re rt Is: 
(1) 8 A n  Original 
(2) A Resubmission I t  

(Substation or Other Demand 
Designation) 1 (9) 

Tariff Number Designation) 

JIA 
/ol 1 SA 4 
101 1 

lo1 1 
33 
)3 
/ol I 
101 1 
lot 1 

lo1 1 

- 

--- 

1 Midwest IS0 N/A 
East Kentucky Power East Kentucky Power 329 2,139,815 2,076,823 2 

---_ 

East Kentucky Power East Kentucky Power 1,219 1,184 3 ---. 
East Kentucky Power East Kentucky Power 6,084 5,906 4 

TVA TVA 50 3K854 304,571 E 

1,451 1,451 6 TVA 

TVA TVA 173 131 7 

2,554 8 TVA Various 2,265 

East Kentucky Power Big Rivers Electric 1,312 1,312 S 

-_. 

~~ ~ -_ W A  
_ _ ~  

.- 

Various Various I C  

11 Various 101 

23 
24 
25 

23 
24 
25 

I I I I 

I 2,482,403 2,412.53 569 -_ 
FERC FORM NO. 1 (ED. 12-90) Page 329 



BLANK 



Year/Perlod of Report 
End of ~ ~ 0 8 / Q 4  

Name of Respondent Date of Report 
(Mo, Da, Yr) 

(Account 4Sb) (G ontinued) 
Kentucky Utilities Company (2) n A  Resubrnission I I  

..-.--- (Including hansactrons reffered to as wheeling') 

5,720,208 

9. In column (k) through (n), report the revenue amounts as shown on bills or vouchers. In column (k), provide revenues from demand 

amount of energy transferred. In column (m), provide the total revenues from all other charges on bills or vouchers rendered, including 

IO. The total amounts in columns (i) and (j) must be reported as Transmission Received and Transmission Delivered for annual report 

charges related to the billing demand reported in column (h). In column ( I ) ,  provide revenues from energy charges related to the 

out of period adjustments. Explain in a footnote all components of the amount shown in column (m). Report in column (n) the total 
charge shown on bills rendered to the entity Listed in column (a). If no monetary settlement was made, enter zero (1 101 I) in column 
(n). Provide a footnote explaining the nature of the nonmonetary settlement, including the amount and type of energy or service 
rendered. 

purposes only on Page 401, Lines 16 and 17, respectively. 
11. Footnote entries and provide explanations following all required data. 

__I--_-- 

ma n-rurwc 

34 

2,917,292 250,520 8,888,020 

28,6491 141 

18 

19 

20 

- 

I , I-I I I I 211 

II 7 7 - 1 - 2 4 1  

I I I F - I -  I I 32 

FERC FORM NO. 1 (ED. 12-90) Page 330 



]Schedule Page: 328 Line No.: I Column: I I - . . _ - ~  
December 2007 accrual estimate. -- 
Page: 328 Line No.: 2 Column: m 

The total consists of East Kentucky Power Cooperative Schedule 1 and Schedule 2 charges related to firm transmission. 
' 

]Schedule Page: 328 Line No.: 3 Column: m _I 

The total consists of East Kentucky - Power Cooperative Schedule 1 and ScheduleZ'charges - related to firm transmission. -I__ 

fSchedule Page: 328 Line No.: 4 Column: m 
The total consists of East Kentucky Power Cooperative Schedule 1 and Schedule 2 charges related to non-firm 

-- _- -- transmission. 
m u m g e :  328 Line No.: 5 Column: d 
The OLF transmission service agreement between Tennessee Valley Authority and Kentucky Utilities Company has a1 
termination date of 12/31/2011. _- ~- 
b e d u l e  Page: 328 Line No.: 5 I Column: m _.I_ J 

__I___zII1 

\Schedule Page: 328 Line No.: 7 Column: m --:I 
TIIIIIl 

khedule  Page: 328 Line No.: 9 Co1urnn:m ---I 

The total consists of Tennessee Valley Authority Schedule 1 and Schedule 2 charges related to firm transmission. 
kchedule Page: 328 Line No.: 6 Column: m 
f h e  total consists of Tennessee Valley Authority Schedule 1 and Schedule 2 charges related to non-firm transmission. 

The total consists of Tennessee Valley Authority Schedule 1 and Schedule 2 charges related to firm transmission. 

!he total consists of Tennessee Valley Authority Schedule 1 and Scheme -- 2 charges related to non-firm transmission. 

The total consists of Big Rivers Electric Corporation Schedule G n d  Schedule 2 chargesrelated &ton-firm transmission. 
bchedule Page: 328 
The intercompany purchases between Kentucky Utilities Company and coasville Gas & Electric Company take place 
under the Open Access Transmission Tariff with allocations determined by the Transmission Coordination Agreement 
between the Companies. Both the Tariff and the Transmission Coordination Agreement are evergreen (have no 
termination date). Kentucky Utilities Company and Louisville Gas and Electric Company are both owned by E.ON U.S. 

- 

--___ 
chedule Page: 328 Line No.: 8 Colum- 

Line No.: I O  __ Column: a 

I I T r  

termination date of 12/31/2011. _- ~- 
b e d u l e  Page: 328 Line No.: 5 I Column: m _.I_ J 

__I___zII1 

\Schedule Page: 328 Line No.: 7 Column: m --:I 
TIIIIIl 

khedule  Page: 328 Line No.: 9 Co1urnn:m ---I 

The total consists of Tennessee Valley Authority Schedule 1 and Schedule 2 charges related to firm transmission. 
kchedule Page: 328 Line No.: 6 Column: m 
f h e  total consists of Tennessee Valley Authority Schedule 1 and Schedule 2 charges related to non-firm transmission. 

The total consists of Tennessee Valley Authority Schedule 1 and Schedule 2 charges related to firm transmission. 

!he total consists of Tennessee Valley Authority Schedule 1 and Scheme -- 2 charges related to non-firm transmission. 

The total consists of Big Rivers Electric Corporation Schedule G n d  Schedule 2 chargesrelated &ton-firm transmission. 
bchedule Page: 328 
The intercompany purchases between Kentucky Utilities Company and coasville Gas & Electric Company take place 
under the Open Access Transmission Tariff with allocations determined by the Transmission Coordination Agreement 
between the Companies. Both the Tariff and the Transmission Coordination Agreement are evergreen (have no 
termination date). Kentucky Utilities Company and Louisville Gas and Electric Company are both owned by E.ON U.S. 

- 

--___ 
chedule Page: 328 Line No.: 8 Colum- 

Line No.: I O  __ Column: a 

I I T r  

--I /Schedule Page: 328 Line No.: I O  Column: m -~ - - ~  
____--- - LLb. 

The total consists of Schedule 1 and Schedule 2 charges related to various counterparties. 
!Schedule Page: -- 328 Line No.: I 1  Column: a 
The intercompany purchases between Kentucky Utilities Company and Louisville Gas & Electric Company take place 
under the Open Access Transmission Tariff with allocations determined by the Transmission Coordination Agreement 
between the Companies. Both the Tariff and the Transmission Coordination Agreement are evergreen (have no 
termination date). Kentucky Utilities Company and Louisville Gas and Electric Company are both owned by E.ON U.S. 

________.-.- ---I--__ 

Fchedule Page: 328 Line No.:-II Column: m -I_ I 
ISchedule Page: 328 Line No.: 12 Column: a ._.____I_ .I____ 1 
The total consists of Schedule I and Schedule 2 charges __ related to various counterparties. 

The intercompany purchases between Kentucky Utilities Company and Louisville Gas ti Electric Company take place 
under the Open Access Transmission Tariff with allocations determined by the Transmission Coordination Agreement 
between the Companies. Both the Tariff and the Transmission Coordination Agreement are evergreen (have no 
termination date). Kentucky Utilities Company and Louisville Gas and Electric Company are both owned by E.ON US. 

!Schedule Page: 328 Line No:: 12 Co/umn: d -" 
The LFP intercompany purchases between Kentucky Utilities Company and LouEdle Gas & Electric Company take place ' 
under the Open Access Transmission Tariff with allocations determined by the Transmission Coordination Agreement 
between the Companies. Both the Tariff and the Transmission Coordination Agreement are evergreen (have no 
termination date). 

The total consists of Schedule 1 and Schedule 2 charges - related to various - counterparties. 

LLC. - 

--- - 
-Page: 328 Line No.: 12 Column: rn - -_I___- - 

k m e :  328 - h e  No.: 13 Column: rn -- - 
I I 

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



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

Kentucky Utilities Company (2) - A Resubmission I I  

The total consists of Cargill Power Markets, LLC Schedule 1 and Schedule 2 charges. 
bchedule Page: 328 Line No.: 74 Column: m -.I-- 1 

7 
The total consists of Cargill Power Markets, LLC --.I---- Schedule I and Schedule 2 charges. 

BcheduleTage: 328 l ine No.: 75 _, Column: m ---- - . ~  
. ~ ~ - - -  

The total consists of Constellation Energy Commodities Group, Inc. Schedule 1 and Schedule 2 charges. 

Yeadperiod of Report 

2008/Q4 

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



Name of Respondent 
Kentucky Utilities Company r 

I 1- TfWNS~ISSIOt?6F ELECTRICITY BY OTHEkS (Account 565) - 
(Including transactions referred to as "wheeling') 

This Re ort is: Date of Report Year/Period of Report 
(1) An OFiginal (Mo. Da, Yr) End of 20081Q4 
(2) n A Resubrnission I I  

1. Report all transmission, Le. wheeling or electricity prcivided by other electric utilities, cooperatives, municipalities, other public 
authorities, qualifying facilities, and others for the quarter. 
2. In column (a) report each company or public authority that provided transmission service. Provide the full name of the company, 
abbreviate if necessary, but do not truncate name or use acronyms. Explain in a footnote any ownership interest in or affiliation with the 
transmission service provider. l lse additional columns as necessary to report all companies or public authorities that provided 
transmission service for the quarter reported. 
3. In column (b) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows: 
FNS - Firm Network Transmission Service for Self, LFP - Long-Term Firm Point-to-Point Transmission Reservations. QLF - Other 
Long-Term Firm Transmission Service, SFP - Short-Term Firm Point-to- Point Transmission Reservations, NF - Non-Firm Transmissior 
Service, and OS - Other Transmission Service. See General Instructions for definitions of statistical classifications. 
4. Report in column (c) and (d) the total megawatt hours received and delivered by the provider of the transmission service. 
5. Report in column (e), (9 and (9) expenses as shown on bills or vouchers rendered to the respondent. In column (e) report the 
demand charges and in column (9 energy charges related to the amount of energy transferred. On column (9) report the total of all 
other charges on bills or vouchers rendered to the respondent, including any out of period adjustments. Explain in a footnote all 
components of the amount shown in column (9). Report in column (h) the total charge shown on bills rendered to the respondent. If no 
monetary settlement was made, enter zero in column (h). Provide a footnote explaining the nature of the non-monetary settlement, 
including the amount and type of energy or service rendered. 
6. Enter "TOTAL" in column (a) as the last line. 
7. Footnote entries and provide explanations following all required data. 

vlidwest IS0 
inldwest IS0 1 AD 

- 
SFP )JM Interconnect 

NF 'JM Interconnect 

iennessee Valley Auffi NF 

~- 
-. ___ 

TOTAL T 

FERC FORM NO. 113-Q (REV. 02-04) 

43,Of 
-. 
DIJ 324,9; 

Page 332 



I-__-______ _ _ _ ~ _  
bchedule Page: 332 Line No.: I Column: 
The totat consists of Schedule 1, Schedule 2, and9Schedule 26 charges., . _ _ ~ _ - _ _ _ _  
khedule Page: 332 Line No=- Column: f - 
The total consists of true-ups for prior periods. 

bchedule Page: 332 Line No.: 3 Column: b , ----__- 1 

\ m e :  332 Line No.: 3 Column: g - l__l I 
bchedule Page: 332 Line No.: 4 Column: e !-7 
The total consists of true-ups for prior periods. 
Bchedule Page: 332 Line No.: 4 Column: f r I  ---~ --.- _I 

The total consists of true-ups for prior periods. 
m e d u l e  Page: 332 Line No.: 4 Column: g I ___I 

-I_ 

fSchedule Page: 332 Line No.: 2 - Column: g I 
The total consists of true-ups of Schedule 1, Schedule 2 and Schedule 26 charg5s for prior periods. 

The LFP transmission service agreement between East Kentucky Power Cooperative and Kentucky Utilities Company and 
Louisville Gas & Electric Company has a termination date of 9/30/2016. 

The total consists of Schedule 1 and Schedule 2 charges. 

-___I 

I_- 

The total consists of true-ups of Schedule I and Schedule 2 e g e s  for prior periods. 
[Schedule Page: 332 Line No.: 5 Column: a I 

LFP intercompany purchases between Kentucky Utilities Company and Louisville Gas & Electric Company take place 
under the Open Access Transmission Tariff with allocations determined by the Transmission Coordination Agreement 
between the Companies. Both the Tariff and the Transmission Coordination Agreement are evergreen (have no 
termination date). 
pchedule Page: 332 Line N O . : ~  Column: g 
The total consists of Schedule 1 and Schedule 2 charges. 

Kentucky Utilities Company and Louisville Gas & Electric Company are both owned by E.ON US. LLC. 

Utilities Company and Louisville Gas & Electric Company are both owned by E.ON U.S. LLC. 
_I_ ~ _ " _ . _ ~ " _  chedule Page: 332 Line No.: 5 Column: b 1 

Fchedule Page: --.. 332 Line No.: 6 Column: a , - 

\Schedule Page: 332 ,&&e No.: 6 Column: g_-- ---- -~ I 
7T3 

The total consists of Schedule I and Schedule 2 charges. 
!Schedule Page: 332 Line No.: 7 Column: a -- 

7 

bchedule Page: 332 Line No.: 8-- Column: c 'I 
bchedule Page: 332 Line No.: 8 Column: d I - --II__ -- I 
The total consists of true-ups for prior periods. 
bchedule Page: 332 Line No.: 8 Column: f __ I_---..-- 

!Schedule Page: 332 Line No.: 8 Column: g- I_.-.- 1 
1 

.- 

Kentucky Utilities Company and Louisville Gas & Electric Company are both owned by E.ON US. LLC. 
bchedule Page: 332 Line No.: 7 Column: g 

bchedule Page: 332 Line No.: 8 Column:&.,,, 1 
Kentucky Utilities Company and Louisville Gas & Electric Company are both owned by E.ON U.S. LLC. 

The total consists of true-ups for prior periods. 

. - . ~ _ -  

The total consists of Schedule 1 and Schedule 2 charges. __ 

-__--̂ -I 

T-rior periods. 

The total consists of true-ups of Schedule 1 and Schedule 2 charges for prior periods. 

?he total consists of Schedule I, Schedule 2, Black Start service, and charges for other non-firm point to point without 
Schedule Page: 332 Line No.: 9 Column: g --.- 

energy. - ~ -  ____I_ 

f s c h e d ~ ~ e ~ a ~ ~ ~ o . ~ - l O  Column: g 
The total consists of Schedule 1, Schedule 2, Black Start service, and charges for other non-firm point to point without 
energy. _I --- 
m e d 7 G a g x - 5 2  Line NO.: I 1  Column: g 
The total consists of Schedule I and Schedule 2 charges. 

1 -.-- 
_Î  

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



LANK 



I Line I Descria tion '7 Amount t 

4 

5 

6 
7 
8 

9 
I O  

11 

12 
13 
14 

-_.- 
-..----_ 

No. (a) 

_.- 
1 Industry Association Dues 
2 Nuclear Power Research Expenses 
3 Other Experimental and General Research Expenses 

- 
Pub 8 Dist Info to Slkhldrs ... expn servicing outstanding Securities 
0th Expn >=5,000 show purpose, recipient. amount. Group if $5,000 

Water llse Fees 127,128 
24,752 BrokerFees 

Marketing Research & consulting Expenses 

__.-- 

-- 
-.- --- 

--- 
120.500 Schmidt Consulting 

48,500 JD Power and Associates 

Marketing Endeavors 31,200 
13.900 JP Morgan Chase Bank 

9,600 Guideline 
Management Consulting 8.431 

- 
_.- --.- 

- --- _. -- 
- "_ ---I_ 

15 Chartwell 6,998 -- 
16 Miscellaneous - Mktg & Consulting Expenses 1,101 

I 

17 Miscellaneous 8,052 
18 

19 
20 
21 

-I__ 

__-._- - . ~ -  - -- 
-.-- I_ 

k-- 32 
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-- 
This Re ort Is: 
( I )  d A n  Original 
(2) [ 1 A  Resubmission I t  

Date of Report 
(MO. Da, 'fr) 

Name of Respondent 
Kentucky Utilities Company 

I U I I 

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Account 403,404,405) 

~- -- (Except amortization of aquisition adjustments) _.___. 
1. Report in section A for the year the amounts for : (b) Depreciation Expense (Accmnt 403; (c) Depreciation Expense for Asset 
Retirement Costs (Account 403.1 ; (d) Amortization of Limited-Term Electric Plant (Account 404); and (e) Amortization of Other Electric 
Plant (Account 405). 
2. Report in Section 8 the rates used to compute amortization charges for electric plant (Accounts 404 and 405). State the basis used to 
compute charges and whether any changes have been made in the basis or rates used from the preceding report year. 
3. Report all available information called for in Section C every fifth year beginning with report year 1971, reporting annually only changes 
to columns (c) through (9) from the complete report of the preceding year. 
Unless composite depreciation accounting for total depreciable plant is followed, list numerically in column (a) each plant subaccount, 
account or functional classification, as appropriate, to which a rate is applied. l den t i i  at the bottom of Section C the type of plant 
included in any sub-account used. 
In column (b) report all depreciable plant balances to which rates are applied showing subtotals by functional Classifications and showing 
composite total. Indicate at the bottom of section C the manner in which column balances are obtained. If average balances, state the 
method of averaging used. 
For columns (c), (d), and (e) report available information for each plant subaccount, account or functional classification Listed in column 
(a). If plant mortality studies are prepared to assist in estimating average service Lives, show in column (9 the type mortality curve 
selected as most appropriate for the account and in column (g), if available, the weighted average remaining life of surviving plant. If 
composite depreciation accounting is used, report available information called for in columns (b) through (9) on this basis. 
4. If provisions for depreciation were made during the year in addition to depreciation provided by application of reported rates, state at 
the bottom of section C the amounts and nature of the provisions and the plant items to which related. 

- - 
YearIPeriod of Report 
End of 2008/Q4 

t-l--- A. Summary of Depreciation and Amortization Charges 

~ I 58,478,961 I 331,380 I 1 I 58,810,34' 
-I_-- 

2 Steam Production Plant 

3lNuclear Production Plant 

183.473 52 183,52! 

~~ 

2,436 16,481,70! 

180 15,505,68! 

166 35,108,45! 

~ 

16,479,269 

- 

6 Other Production Plant 

7 Transmission Plant 

8 Distribution Plant 

9 Regional Transmission and Market Operation 

-x-_I_ 

_.- - 

12 TOTAL 

5,025,291 

5,229,656 

5,025,298 

136,344,66! 

-.---I- ---_--- -I.....------.-- 

B. Basis for Amortization Charges 

ACCOUNT RATE PLANT BALANCE AMORTIZATION 
@ 12/31/2008 

130200 0-5% (I) 83.453 1,874 

130300 20% 27,760,617 5,227.782 

Notes: 
(1) Amortization rates vary from 0 to 5% 

I_. -- 

FERC FORM NO. 1 (REV. 12-03) Page 336 



Name of Respondent 

Kentucky Utilities Company 

This Re ort Is: 
(I) d A n  Original 
(2) n A  Resubmission 

FERC FORM NO. I (RW. 12-03) 

Year/Period of Report Date of Report 
(MO, Da, Yr) 
I 1  

Page 337 



Name of Respondent 
Kentucky Utilities Company 

I U I I 

REGULATORY COMMISSION EXPENSES 

Year/Period of Report 
End of 2QQ8/Q4 

This Re ort Is: 
(1) d A n  Original 
(2) n A  Resubmission 

Assessed by 
Regulatory 
Commission 

(b) 

Description 
(Furnish name of regulatory commjssjon or body the 

docket or case number and a description of the case) 

527,296 .-.--- 

I 
~~~ 

41 
5 I Tennessee Requlatorv Aulhorll~ 

Expenses Total De erred 
in Afccount Expense for 

Current Year 182.3 a/ of 
Utility (b) + (c) Beginning o 'fear 
(c) (d 1 (e) I__ 

-- 527,296 
649,691 649.691 

12008 Rate Filing 15,6261 
I 

-1 

527,296 
.--.- 

8 I Kentuckv Public Service Commission I I I I 

665,317 

Rate Case I I 
11 I I I I I 

411 I I I I 

I 

FERC FORM NO. 1 (ED. 12-96) Page 350 



A Resubmission 

column (k) any expenses incurred in prior years which are being amortized. List in column (a) the period of amortization. 
4, List in column (fj, (g), and (h) expenses inciirred during year which were charged currently to income, plant, or other accounts. 
5. Minor items (less than $25,000) may be grouped. 

Account 182 3 

1: 
1: 
11 

If 
I C  
1; 
I I  
11 
2( 
2’ 
2: 
2: 
2r 
2t 
2t 
2; 

21 
2! 
3( 
3 

3: 
3: 
38 
3! 
3( 
37 
38 
39 
40 
41 
42 
43 
44 

I__I-___ 

-- 
. . ~ -  

.~ - 

- 
- 

- - 

--- 
---. 

___. 

I 

-- -- ---.--- 
---- 

-- 
-_.- - 

.- 
- 

--- 

I I 45 
FERC FORM NO. 1 (ED. 12-96) Page 351 



LANK 



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

Kentucky Utilities Company (2) I A Resubmission 

-- -. 
[-e Page: 350 line No.: 9 Column:k ,__,, __ 
Rate Case expenses incurred in Kentucky Public Service Commission (KPSC) Case Nos. 
2008-00251 and 2007-00565 will be amortized over 3 years beginning March 2009, by Order of 
the KPSC dated February 5, 2009. 

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

I I  2008/Q4 

[ FERC FORM NO. 1 (ED. 12-87) Page 450.1 7 



Name of Respondent 
Kentucky Utilities Company 

Classifications: 
A. Electric R, D & D Performed Internally: a. Overhead 
(1) Generation b. Underground 
a. hydroelectric (3) Distribution 
i. Recreation fish and wildlife 
ii Other hydroelectric 

(4) Regional Transmission and Market Operation 
(5) Environment (other than equipment) 
(6) Other (Classify and include Items in excess of $5,000.) 
(7) Total Cost Incurred 

(1) Research Support to the electrical Research Council or the Electric 

b. Fossil-fuel steam 
c. Internal combustion or gas turbine 
d. Nuclear 
e. Unconventional generation 
f. Siting and heat rejection 

B. Electric, R, D & D Performed Externally: 

Power Research Institute 
(2) Transmission 

No. (a) 
Description 

(b) 
.ine Classification 

__1- 

This Re rt Is: Date of Report YearJPeriod of Report 
End of mo8/(24 (1) $An Original (Mo, Da, Yr) 

(2) D A  Resubmission I l  

2008 Membership fees 
2008 Membership fees 
2008 Membership fees 

I- 

.- .I_p-________ 

--I 

2009 Annual Membership 
2009 Annual Membership 

I__-- 

.- 

4 
5 
6 

12 
13 
14 

Edison Electric Institute B(2) 
Univ. of Ky - Research Foundation B(4) 
Kv Consortium for G z o n  Storage B(4) 

2008 Utility Air Regulatory Group fees 
Carbon-Management Research Program 
2008 Carbon Storage Project 

--_- -- 231 I GI---.- I - 

_. 
32 I 
33 I 

FERC FORM NO. 1 (ED. 12-87) Page 352 



.- 
YearlPeriod of Report 
End of 2008lQ4 

This Re rt Is: 
(1) $An Original 
(2) I l A  Resubmission 

Name of Respondent 
Kentucky Utilities Company c 

I 

378,191 
250,000 
130,014 
14,583 
10,417 

1,925,253 

*-- 

”- 

I I I  I I Y- RESEARCH. DEVELOPMENT. AND DEMONSTRATION ACTIVITIES (Continued) 

4 930 378,191 

5 250,000 426 
1 82 130.014 - 6 
930 14.583 7 
165 10,417 e 

9 
10 
11 

- 

--- 1.925.253 ~ _ _ _ _ ~ ~  
--- I _ - - ~  .- 

(2) Research Support to Edison Electric Institute 
(3) Research Support to Nuclear Power Groups 
(4) Research Support to Others (Classify) 
(5) Total Cost Incurred 

3. Include in column (c) all R, D & D items performed internally and in column (d) those items performed outside the company costing $5,000 or more, 
briefly describing the specific area of R, 0 & D (such as safety, corrosion control, pollution, automation, measurement, insulation, type of appliance, etc.), 
Group items under $5,000 by classifications and indicate the number of items grouped. Under Other, (A (6) and B (4)) classify items by type of R. D & D 
acliity. 
4. Show In column (e) the account number charged with expenses during the year or the account to which amounts were capitalized during the year, 
listing Account 107, Construction Work in Progress, first. Show in column (9 the amounts related to the account charged in column (e) 
5. Show In column (9) the total unamortized accumulating of costs of projects. This total must equal the balance in Account 188, Research, 
Development, and Demonstration Expenditures, Outstanding at the end of the year. 
6. If costs have not been segregated for R, D &D activities or projects, submit estimates for columns (c), (d), and (9 with such amounts identified by 
“Est.“ 
7. Report separately research and related testing facilities operated by the respondent 

~ 

26 
27 
22! 
2s 
30 
31 
32 
33 
34 
3: 

~ _ _ ~  

- 

- 

AMOlJNTS CHARGED IN CURRENT YEAR 

-_I- 

945.068 930 945.068 

------- ~ 

I - 
171,458 923 171,458 2 
25.522 908 25,522 3 

-_._---- 

3E 
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-- 
This Report Is: Date of Report Year/Period of Report 
(1) N A n  Original (Mo, Da, Yr) End af Z W Q 4  
(2) n A  Resubmission I I  Kentucky Utilities Company 

. ~ -  -- DISTRIBUTION OF SALARIES AND WAG% 

of total salaries and wages for theyear. Segregate amounts originally charged to clearing accounts to 
Utility Departments, Constniction. Plant Removals, and Other Accounts, and enter such amounts in the appropriate lines and columns 
provided. In determining this segregation of salaries and wages originally charged to clearing accounts, a method of approximation 
giving substantially correct results may be used. 

I I - 

FERC FORM NO. 1 (ED. 12-88) Page 354 



-- YearJPeriod of Report Name of Respondent 

Kentucky Utilities Company End of 20081Q4 
12) n A Resubmission ,, t ~ - - - .  I I 

DlSTRtBUTlON OF SALARIES AND WAGES (Continued) 

.- 
Allocation o 

Payroll charged for Direct. Payroll r-- -I--, Ddnbutton Clearing Accounts Total . .. 
Classification 

95 TOTAL Olher Accounts 8,064.601 1,240,075 9,304.676 
128.370.734 

94 

96 TOTAL SALARIES AND WAGES - _--- 

FERC FORM NO. I (ED. 12-88) Page 355 



BLANK 



.- 
Year/Perlod of Report 

121 (-1A Resubmisslon Kentucky Utilities Company 

Line Description of Itern@) 
No. (4 

Balance at End of Balance at End of Balance at End of Balance at End of 
Quarter 1 Quarter 2 Quarter 3 Year 

(b) - (4 (d) (e) 

4 
5 
6 
7 

42 
43 
44 
45 

I_ 

I i  I I I I 

-". _.- Transmission Rights 

Other Items (list separately) 
Ancillary Services .-. - 

46 TOTAL I 12,483,4311 23,578,172 32,971,668 38,463,36 



FOOTNOTE DATA 

__ -__I 

cheduje Page: 397 Line No.: 2 Column: b -I--- 

!he amount reflects transactions recorded in accordance w% Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the purchase amount recorded in accordance with FERC Order No. 668-A would have been 

[Schedule Page: 397 Line No.: 2 Column: c 
The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the purchase amount recorded in accordance with FERC Order No. 668-A would have been 
$20,902,380. 
-age: 397 Line No.: 2 Column: d 
The amount reflects transactions recorded in accordance with Kentucky Utilities Cornpany's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the purchase amount recorded in accordance with FERC Order No. 668-A would have been 
$27,295,723. 

The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the purchase amount recorded in accordance with FERC Order No. 668-A would have been 
$27,796,364. 

t h e  amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the sale amount recorded in accordance with FERC Order No. 668-A would have been 

gchedule Page: 397 Line No.: 3 Column: c 
The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the sale amount recorded in accordance with FERC Order No. 668-A would have been 
$2,564,200. 

The amount reflects transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 
not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the sale amount recorded in accordance with FERC Order No. 668-A would have been 
$5,549,129. 

The amount re%& transactions recorded in accordance with Kentucky Utilities Company's Power Supply System 
Agreement with Louisville Gas and Electric Company, as approved by the Kentucky Public Service Commission in October 
1997, in which purchases and sales are calculated based on joint dispatch of the Companies' units. Such calculations do 

1 $1 1,335,803. - -~ 

3 
___ ..- 

I k e d u l e  Page: 397 Line No.: 2 Column: e ~ 

-11-- -- 
chedule Page: 397 Line No.: 3 Column: b 

-- $ I  ,068,308. _.- 

w e d u l e  Page: 397 Line No.: 3 Column: d -1 

--__--__ 
Fchedule Page: 397 Line No.: 3 Cgumn: e 7 

- 
I 

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



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

not distinguish between purchases and sales made in the Day Ahead and Real Time markets. Absent such a Power 
Supply System Agreement, the sale amount recorded in accordance with FERC Order No. 668-A would have been 
$1 0,521,934. 

~- 
Date of Report Yeadperiod of Report 

(Mo, Da, Yr) 

_ _ _ . _ ~  
[FERC FORM NO. I (ED. 12-87) Page 450.2 -.- 1 

Kentucky Utilities Company (2) __ A Resubrnission I l  20081Q4 



-- I 

dame of Respondent 

{entucky Utilities Company 

PU~CHASEYAND SALES OF ANCILLARC SERVICES 
I 

---- 
leport the amounts for each type of ancillary service shown in column (a) for the year as specified in Order No. 888 and defined in the 
xpondents Open Access Transmission Tariff. 

i columns for usage, report usage-related billing determinant and the unit of measure. 

1) On line 1 columns (b), (c), (d), (e), (9 and (9) report the amount of ancillary services purchased and sold during the year. 

2 )  On line 2 columns (b) (c). (d), (e), (9. and (9) report the amount of reactive supply and voltage control services purchased and sold 
luring the year. 

3) On line 3 columns (b) (c), (d), (e), (9, and (9) report the amount of regulation and frequency response services purchased and sold 
uring the year. 

I )  On line 4 columns (b), (c), (d), (e), (9, and (9) report the amount of energy imbalance services purchased and sold during the year. 

5) On lines 5 and 6, columns (b), (c), (d), (e), (0, and (9) report the amount of operating reserve spinning and supplement services 
iurchased and sold during the period. 

3 )  On line 7 columns (b), (c), (d), (e), Q, and (g) report the total amount of all other types ancillary services purchased or sold during 
i e  year. Include in a footnote and specify the amount for each type of other ancillary service provided. 

~ 

This Re oft Is: Date of Report Yeadperiod of Report 
(1) d A n  Original End of 20081Q4 (Mo, Da, Yr) 
(2) n A  Resubmission I I  

Amount Purchased for the Year 

Usage - I 

Number of Units Type of Ancillary Service 
(a) 

Amount Sold for the Year 

1ISchedulins. Svstem Control and Dispatch I 1,302.52i 

8 

1,302,521 

1 

Total (Lines 1 l h ~  7) 2,605,04f 

+----- I---_ 

6lOpemting Reseive -Supplement I 

Unit of I ,----+-- 
Measure Dollars Number of Units 

(C) 1 (dl 

AWH I 314,3691 2,482,402 

AWH 324,678 2,482,402 

----+-I--- 
I 739,3811 4,964,808 

Unlt of 
Measure 

(0 
MWH 

MWH 

?terminant 

Dollars 

(SI 

75.986 

174,534 

250,520 

FERC FORM NO. 1 (New 2-04) Page 398 



Name of Respondent 

-_-_ -.-. 
[Schedule Page: 398 L i n m - - - - p . p  -._--... ----El 

1 -e Page: 3 9 - 7  I--- 

Amounts are not associated with a number of units or a unit of measure. 

This amount consists of PJM non-energy related c h a r g e t  transmission services a i d  
Black Start charges. This amount also includes The Midwest ISO’s Schedule 26 Charges (Network Upgrade Charge from 
Transmission Expansion Plan). 

-_.-- 

PJM Other Charges $73,314 
MIS0 Schedule 26 27,020 

$100,334 

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





--_ 
End of 2008/Q4 (Mo, Da, Yr) 

This Re ort Is: 
(1) $h Original 
(2) n A  Resubmission 

Name of Respondent 
Kentucky Utilities Company 

MONTHLY TRANSMISSION SYSTEM PEAK LOAD 
-- 

- 
(I) Report the monthly peak load on the respondent's transmission system. If the respondent has two or more power systems which are not physically 
integrated, furnish the required information for each non-integrated system. 
(2) Report on Column (b) by month the transmission system's peak load. 
(3) Report on Columns (e ) and (d) the specified information for each monthly transmission - system peak load reported on Column (b). 
(4) Report on Columns (e) through (i) by month the system' monthly maximum megawatt load by statistical classifications. See General Instruction for 
the definition of each statistical classification. 

-- -- 
Monthly Peak Day of Hour of 
MW - Total Monthly Monthly 

Peak Peak 

(b) (4 (4 
5,196 2q 8 
4.647 111 8 

-- 
NAME OF SYSTEM: KU 

Firm NeMoElork Finn Network Long-Term Firm Olher Long- Skit-Term Firm Oiher 
Service for Sell Service for Point-to-point Term Firm Point-to.point Service 

Others Reservations S e N b  Reservation 

U) - (e) (9 (9) (h) 0 )  
4,476 481 89 151 
3,938 473 89 14i 

h e  q--.- 
1 January -t- 2 Febniary 

12 Tdal for Quarter 3 

13 October +- 14 November 

151 December 

16 Tolal for Quader 4 
17 Tolal Year Io --I---- DatePtear 

FERC FORM NO. 1/34 (NEW. 07-04) Page 400 



YearlPeriod of Report 
End of 2008/Q4 

Date of Report 
(Mo, Da, Yr) 
I 1  .- 

Kentucky Utilities Company 

-I--- 

ELECTRIC ENERGY ACCOUNT -. 
Report below the information called for concerning the disposition of electric energy generated, purchased, exchanged and wheeled during the year. 

Item 

fa) 

Megawatt Hours 

fb) 

I 17,946,901 

I 4lNuclear I 
5 Hydro-Conventional 50,50! 
6 Hydro-Pumped Storage 

8 Less Energy for Pumping 

9 Net Generation (Enter Total of lines 3 

.- 
7 Other 29a,12: - 

- _ . . . _ . ~ -  
18,295,53( 

through 8) .- 
10 Purchases 7,095,011 

I 171Delivered I 2,412,53: 

18 Net Transmission for Other (Line 16 minus , , 69'87' 

19 Transmission By Others Losses 

20 TOTAL (Enter Total of lines 9,-z, 14, 18 25,465,98: i ~I 17) 

and 19) 

-- 
-..--- 

Item 1 Megawatt Hours tine I 
No. 

Interdepartmental Sales) 

instruction 4, page 311.) 

lnstructlon 4, page 311.) 

23 Requirements Sales for Resale (See 11971,405 

24 Non-Requirements Sales for Resale (See 2,893,713 

25 Energy Furnished Without Charge 55 
26 Energy Used by the Company (Electric 21,841 

Dept Only, Excluding Station Use) 

27 Total Energy Losses 1,360.367 
28 TOTAL (Enter Total of Lines 22 Through 

127) (MUST EQUAL LINE 20) I 

FERC FORM NO. 1 (ED. 12-90) Page 4Ola 



Date of Report 
(Mo, Da, Yr) 
I f  

Name of Respondent 
Kentucky UtiliUes Company 

I N A M E F  SYSTEM: KU 

YearlPeriod of Report 
End of 2008/Q4 

~~~1 Month 

(a) (b) (4 (d) 
29 January 2,468,476 213.504 4.476 

---_1 

30 February 2,091,223 91,340 3,93E 

31 March 2,076,280 183,756 3,452 

-.--.. MONTHLY PEAK 
Total Monthly Energy I Associated Losses t- Megawatts (See Instr. 4) Day of Month Hour 

Monthly Non-Requirments 
Sales for Resale & 

32 April 1,757.255 138.325 3.087 

33 M a y  1,847,233 228,430 3,09C 
34 June 2.057.476 152,557 3,911: 

3,943 35 July 2,182,025 

36 August 238.058 137,419 3.695 
3,832 2.051.977 37 September 
3,06E 38 October 2,105,423 

39 November 2,309,619 550,419 3,567 

- 170,840 - 

--.----- 256,286 
448,486 

_________- -- 

-- - 

40 December 2,400,937 

11 800 

25 700 

15 700 
27 1700 

3 1500 

30 800 

19 900 
22 900 

FERC FORM NO. 1 (ED. 12-90) 



Yeartperiod of Report 
End of 2008/Q4 

This Re ort Is: 
(1) $An Original 
(2) n A  Resubmission Kentucky Utilities Company 

-.- 
Line Item 
No. 

(a) 

Plant Plant 
Name: Tyrone Name: Green River 

(b) ( 4  

-.-PI_ _I..-- 
1 Kind of Plant (internal Comb, Gas Turb, Nuclear Steam Steam 
2 Type of Constr (Conventional, Outdoor, Boiler, etc) Conventional Conventional 
3 Year Originally Constructed 1947 195C 
4 Year Last Unit was Inslalled 1971 195s 

189.OC 5 Total Installed Cap (Max Gen Name Plate Ratings-MW) 
6 Net Peak Demand on%& ~ MW (60 minutes) 75 17E 
7 Plant Hours Connected to Load 6449 737E 
8 Net Continuous Plant Capability (Megawatts) 73 172 

17: 9 When Not Limited by Condenser Water 
10 When Limited by Condenser Water 0 C 

67 
355632000 96213500C 

53142 30764 
6124163 9999931 

19594803 55831 157 

_ _ ~ -  

-~ .-.. 
--I- 

75.00 

- 
-1__ 

.-_-I 73 

26 

_I__ 

- 
-___I 

..- 

16 Asset Retirement Costs 246752 1074377 
2601 8860 66936229 17 TotalCost 
346.91 81 354.1 599 

I 9  Production Expenses: Oper, Supv, & Engr 678571 320173 
25920637 20 Fuel 1428747 1 

22 Steam Expenses 73451 6 1394904 
0 23 Steam From Olher Sources 0 

24 Steam Transferred (Cr) 0 0 

.._.--I 

18 Co’stper KW of Installed Capacity (line 17/51 Includ3 

21 Coolants and Water (Nuclear Plants Only) 0 0 

-- 
-- 

-~ 

FERC FORM NO. I (REV. 1293) Page 402 



Name of Respondent .~ R g i r t  is: Date (Mo, Da, of Report Yr) Yeadperiod of Report 

Kentucky Utilities Company 
n Original 

End of 2008lQ4 (2) n A Resubmission I 1  
I U -.-- I 

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Larae Plants)Eonfinued) 

9. items under Cost of Plant are based on U. S. of A. Accounts. Production expenses do not include Purchased Power, System Control and Load 
Dispatching, and Other Expenses Classified as Other Power Supply Expenses. IO. For IC and GT plants, report Operating Expenses, Account Nos. 
547 and 549 on Line 25 "Electric Expenses,' and Maintenance Account Nos. 553 and 554 on Line 32, "Maintenance of Electric Plant." Indicate plants 
designed for peak load service. Designate automatically operated plants. 11, For a plant equipped with combinations of fossil fuel steam, nudear 
steam, hydro. internal combustion or gas-turbine equipment, report each as a separate plant. However, if a gas-turbine unit functians in a combined 

Name: EW Brown 

FERC FORM NO. I (REV. 12-03) Page 403 



This Re ort Is: 
(1) d A n  Original 

Date of Report 
(Mo, Da. Yr) 

Name of Respondent 

Kentucky Utilities Company (2) n A  Resubmission I I  
~ ~~ 

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants) (Continued) _-..-- 
I. Report data for plant in Service only. 2. Large plants are steam plants with installed capacity (name plate rating) of 25,000 Kw or more. Report in 
this page gas-turbine and internal combustion plants of 10,000 Kw or more, and nuclear plants. 3. Indicate by a footnote any plant leased or operated 
as a joint facility. 4. If net peak demand for 60 minutes is not available, give data which is available, specifying period. 5. If any employees attend 
more than one plant, report on line 11 the approximate average number of employees assignable to each plant. 6. If gas is used and purchased on a 
therm basis report the Btu content or the gas and the quantity of fuel burned converted to Mct. 7. Quantities of fuel burned (Line 38) and average cost 
per unit of fuel burned (Llne 41) must be consistent with charges to expense accounts 501 and 547 (Line 42) as show on Line 20. 8. If more than one 
fuel is burned in a plant furnish only the composite heat rate for all fuels burned. 

YeariPeriod of Report 

End of 2008/Q4 

Plant 
Name: Paddy's Run 13 CT Name: Brown CT 

(4 

'ERC FORM NO. 1 (REV. 12-03) Page 402.4 



Name of Respondent 
Kentucky Utilities Company 

I I U I 
STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)(Cont/nued) 

---- 
Yeadperiod of Report 

Endof -"-.- 2008IQ4 1 Date of Report 
(Mo, Da, Yr) 

This Re ort Is: 
(1) d A n  Original 
(2) mA Resubmission 

9. Items under Cost of Plant are based on U. S. of A. Accounts. Production expenses do not indude Purchased Power, System Control and Load 
Dispatching, and Other Expenses Classified as Other Power Supply Expenses. 
547 and 549 on Line 25 "Electric Expenses," and Maintenance Account Nos. 553 and 554 on Line 32. "Maintenance of Electric Plant." Indicate plants 
deslgned for peak load service. Designate automatically operated plants. 11. For a plant equipped with combinations of fossil fuel steam, nuclear 
steam. hydro, internal combustion or gas-turbine equipment. report each as a separate plant. However, if a gas-turbine unit functions In a combined 
cycle operation with a conventional steam unit, Include the gas-turbine with the steam plant. 
footnote (a) accounting method for cost of power generated including any excess costs attributed to research and development; (b) types of cost units 
used for the various components of fuel cost; and (c) any other informative data concerning plant type fuel used, fuel enrichment type and quantity for the 

10. For IC and GT plants, report Operating Expenses, Account Nos. 

12. If a nuclear power generating plant, briefly explain by 

1 ..I ! '1 Combustion Turbine I 

4 
0.00 0.00 5 

- 

n 

FERC FORM NO. I (REV. 1293) Page 403.1 
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1 ]Schedule Page: 402 Line No.: I1 Column: f --- I 

-0.: 20 ~. Column: f 
1 _ _ _ _ _ . - - ~ -  --I 

___I______- __ 

No production/operation employees are directly assigned to Haefling turbines. Employees 
from the Tyrone Plant operate and maintain the =fling turbines. 

Fuel expenses consist of the following: 

Oil used for generation 
Proceeds from the sale of o i l  inventory 
Total 

$ 26,295 
(215,900) 

$ (189 , 605) 

The oil tank at Baefling was emptied in 2008 to comply with the FERC's inspection 
requirements. The oil was sold to a third party and revenues were recorded in account 501 
to offset fuel expense. 

Pineville Generating Station i s  fully retired. However, land and ashpond assets amounting 

ISchedule __.- Page: 402.1 Line No.: 5 Column: b 
The Nameplate Rating for Brown CT represents a 47% ownership of unit 5,a 123 MW unit, and 
62% ownership of units 6 and 7, which are 177 MW each. The remaining 53% ownership of unit 
5, and 38% ownership of units 6 and 7 are owned by Louisville Gas and Electric Company. ---_"~ 

-.II 

L 

bchedule Page: 402.1 Line No.: -1 Column: e - I - - ~  

to $312,711 remain on.the books. -- 

pcheduie Page: 402.1 Line No.:fi_Column: c ___---____1_- - I 
The Nameplate Ratinq for Paddy's Run 13 CT represents a 47% ownership. Total Nameplate 
Rating fbr the unit-is 178 MW: The remaining 53% ownership is owned by Louisville Gas and 

-1 
Electric Company. -~ 
m d u l e  Page: 402.1 Line No.: 5 Column: d - 

Nameplate-Ratings for these units are 199 MW per unit. 
@&&&%age: L-- 402.1 Line No.: I1  Column: b _____I 

bchedule Page: 402.1 Line -- No.: I1  Column: c J 

The Nameplate Rating for Trimble County CT represents 71% ownership of units 5 and- 
63% o f  units 7, 8, 9 and 10 for Kentucky Utilities Company. The remaining percentages for 
units 5, 6, 7, 8, 9 and 10 are owned by Louisville Gas and Electric Company. Total 

____-_ 

Employees at the Brown Plant include those assigned to the steam piant and the Brown CT 
site and are reflected in the Brown Steam Plant statistics.------p 

No productionloperation employees are directly assigned to Paddy's Run turbines. Employees 
from the L,ouisville Gas and Electric Cane Run Plant operate and maintain the Paddy's Run 

_ - _ ~ - _ _ _ _ _ .  I-.-- turbines. 

Employees at the Trimble County Plant include those assigned to the steam plant and the 
Trimble County CT site and are reflected in the Trimble County steam plant statistics. 

Oil is used for start up and stabilization of this unit only. No energy is generated from 

bchedule Page: 402.1 Line No,: ?I Column: d ~ 1__"__ --_ - 

!Schedule Page: 402 Line No.: 36 Column: b2 --.- __-I.-- - 11 
oil burned. 

Oil is used for start up and stabilization of this unit only. No energy is generated from 
oil burned. 

[Schedule Page: #02 Line No.: 36 Column: --_-- c2 ---."_________ ___ -----7 

Oil is used for start up and stabiliza 

Oil is u G d  for start up and stabilization of this unit only. No energy is generated fro; 
oil burned. 

oil burned. ^ _ _ _ _ ~  

/Schedule Page: 402 Line No.: 36 Column: e2 __.- 

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



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

Yearperiod of Report 
(1) &M Original 
This Re ort Is: 

(2) n A  Resubmission 

Name of Respondent 
Kentucky Utillties Company 

HYDROELECTRIC 

1. Large plants are hydro plants of 10,000 Kw or more of installed capacity (name plate ratings) 
2. If any plant is leased, operated under a license from the Federal Energy Regulatory Commission, or operated as a joint facility, Indicate such facts in 
a footnote. If llcensed project, give project number. 
3. If net peak demand for 60 minutes is not available, give that which is available specifying period. 
4. If a group of employees attends more than one generating plant, report on line 11 the approximate average number of employees assignable to each 
plant, 

-1 ----- 
Item FERC Licensed Project No. 0 FERC Licensed Project No. o 

Plant Name: Dix Dam Plant Name: 
(a) -. (b) (c) 

_. 

. .  
(ind of Plant (Run-of-River or Storage) Storage 

Conventional 'lant Construction type (Conventional or Outdoor) 
fear Oriainallv Constructed 1923 

-- 

_-. (ear Last Unit was installed 1924 
rota1 installed cap (Gen name plate Rating in MW) 28.00 0.oc 
Jet Peak Demand on Plant-Megawatts (60 minutesl 18 C 
Jlant Hours Connect to Load 
Jet Plant Capability 
(a) Under Most Favorable Ooer Conditions I C 
(b) Under the Most Adverse Oper Conditions 0 C 
4verage Number of Employees 19 C 
Vet Generation. Exclusive of Plant Use - Kwh 50,505.000 C 

- 

879,312 C Land and Land Rights 
C Structures and Improvements 464.928 

0 C Reservoirs, Dams, and Waterways 
Equipment Costs 10,493,686 C 
Roads, Railroads, and Bridges 0 C 

4.970 C Asset Retirement Costs 
TOTAL cost notal of 14 thru 191 11 B42.896 C 

I..---- 

I -- 
.--. 

- 
-- 

I 7.3321 C 
c 
c 
C 

-- 
- Water for Power 

Hydraulic Expenses 
Electric Exaenses 

-~ 
Misc Hydraulic Power Generation Bpenses 42,0561 c 

0) ( t 104.880l C 
Rents 
Maintenance Suoervision and Enoineerina 
- 

Maintenance of Structures 148,534 t 
0 t Maintenance of Reservoirs, Dams, and Waterways 

( Maintenance of Electric Plant 
5.629 t Maintenance of Misc Hydraulic Plant 

t Total Production Expenses (total 23 thru 33) 
Expenses per net KWh 

-_1 

- 76,469 -~ 
______I_- 

-. 384,900 
0.0076 0.000~ 

FERC FORM NO. 1 IREV. 12-03) Paoe 406 



Year/Period of Report r Kentucky lllililies Company End of 2008/Q4 

Name of Respoydent 

(2) n A  Resubmission 
U I I 

HYDROELECTRIC GENERATING PLANT STATISTICS (Large Plants) (Continued) 

. .  

I -- ~- 
5. The items under Cost of Plant represent accounts or combinations of accounts prescribed by the Uniform System of Accounts. Production Expenses 
do not include Purchased Power, System control and Load Rispatching. and Other Expenses classified as ”Other Power Supply Expenses.” 
6. Report as a separate plant any plant equipped with combinations of steam, hydro, internal combustion engine, or gas turbine equipment. 

~ 

FERC Licensed Project No. 0 FERC Licensed Project No. 0 FERC Licensed Project No. 0 
Plant Name: Plant Name: Plant Name: 

( 4  .- (e) “cn 
-- 

-_1___-~--  

I 
o.ao I 0.01 

- - ~ I I _ _ _ _  

I 01 01 I 

I 01 01 I 

I - I-=- 0.0000 I 0.00001 0.oool 

Line 
No. 
-- 
- 

1 
2 
- 

3 
4 
5 

- 
- 

E 
IC 
- 

11 
12 
13 

__ 

17 
I& 
I C  

- 
-- 

FERC FORM NO. 1 (REV. 12-03) Page 407 



This Re ort Is: 
(1) d A n  Original 
(2) n A  Resubmission 

Name of Respondent 
Kentucky Utilities Company 

I - I I  1 -.-- 
TRANSMISSION LINE STATiSTlCS 

1. Report information concerning transmission lines, cost of lines, and expenses for year. List each transmission line having nominal voltage of 132 

Date of Report 
(Mo. Da, Yr) 

YearlPeriod of Report 
End of 20081Q4 

I I  

<ilovolts or greater. Report transmission lines below these voltages in group totals only for each voltage. 
2. Transmission lines include all lines covered by the definition of transmission system plant as given in the lfnifonn System of Accounts. Do not report 
substation costs and expenses on this page. 
3. Report data by individual lines for all voltages if so required by a State commission. 
1. Exclude from this page any transmission lines for which plant costs are included in Account 121, Nonutiiity Property. 
5. Indicate whether the type of supporting structure reported in column (e) is: (1) single pole wood or steel; (2) ti-frame wood, or steel poles; (3) tower; 
3r (4) underground construction If a transmission line has more than one type of supporting structure, indicate the mileage of each type of construction 
~y the use of brackets and extra lines. Minor portions of a transmission line of a different type of construction need not be distinguished from the 
Temainder of the line. 
6. Report in columns (9 and (9) the total pole miles of each transmission line. Show in column (9 the pole miles of line on structures the cost of which is 
reported for the line designated; conversely, show in column (9) the pole miles of line on structures the cost of which is reported for another line. Report 
pole miles of line on leased or partly owned structures in column (g). In a footnote, explain the basis of such occupancy and state whether expenses with 
respect to such structures are included in the expenses reported for the line designated. 

.-- 
DESIGNATION Jne 

No. 

I From 
(a) 

I Pineville 
Phipps Bend 

3 
4 Ghent Plant Brown North 
5 Ghent Plant Batesville 
6 Brown Plant Elmer Smith 
7 BrownNorth K.U. Park - - _ ~  

- 8 

.__- 
9 Green River AEC Buss 

10 Green River Morganfield 
11 Ellhu Dorchester 
12 Lake Reba Dorches ter 

-- 

Harlan 

-- 
Harlan 

-- 

1 g l m  boden IHarlan - 
--- 17 

18 Ghent Plant Brown Plant 
Green River 19 Brown Plant - 

201 Kenton /Rodbum 
21 I Green River IBrown North 
22 Fawkes Rcdburn 
23 Clifty Creek Carroliton 
24 Brown Plant Lake Reba 
25 Brown Plant Haefling 
26 Ghent Plant 
27 Ghent Plant Adams 
28 Hardin County Rogersville 
29 Virginia City 
30 69KV Lines 

Kenton Station --- - 

-- 
Clinch River ( AEP Int. Pt) 

33 I 
~- 34 E X ~  Applicable to All Llnes 

35 
I 

(Indicate where 
other than 

I I I TOTAL 

LENG H Pole miles) 
uLdergroun8lines In &e bs of 

of%otLer 
Line 

Numbe 

On Structure CJn ' ruc ures Circuits 
report circuit miles) Of 

(9) (h) 
DE% Lk%d 

35.48 &$gg3 
21.39 *%%&&$ 

h 
$.".-rmL -. ,<=.,s _,I. 

4,039.741 1 11 
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Name of Respondent 
Kentucky Utilities Company - - 

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

This Re ort Is: 
(1) d A n  Original End of 2008/Q4 
(2) UA Resubmission I 1  

COST m l N t  (Include in Column (j) Land, EXPENSES, EXCEPT DEPRECIATION AND TAXES 
Size of 

and Material 

Land rights, and clearing right-of-way) 
Conductor . 

Land Construction and Total Cost Operation Maintenance Rents Total 
Expenses Expenses 

(0) (PI 
Other Costs Expenses 

0) 0) (k) (1) (m) (n) 

~ 

954mcm 1,385,561 15,452,581 16.838.1 42 
8,225,544 954mcm 280,371 7,945.173 

I_ 

-. 

- 

Lint 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
_. 

- 
- 
- 
- 
- 
- 
- 
- 
_I 

- 
_. 

__. 

- 
- 
- 
_c 

- 
- 
- 
__I 

- 
- 
- 
- 

- 
3E - 

2,495,681 16,982,353 19,478,034 
437,159 4,810.707 5,247.866 

1,615,764 17,505,359 19,121.123 
954mcm 1,111,58C 21,486,959 22,598.539 

556mcm 1,284.447 10.991,810 12,276,257 
556mcm 268,661 2,132,034 2,400,694 
556mcm 270,147 3,983,801 4,253.948 
556mcm 559,988 4,024,255 4,584,243 
795mcm 300,849 6,106,847 6,407,696 
j954mcm 14,3Mj 14,306 
556mcm 261,988 307,188 569,176 

84,143 4,521,262 4,605,405 795mcm 

419,701 5,830,853 6,250,554 
381,153 6,805.683 7,186,836 
98.119 1,278,207 1,376,326 

795mcm 732,414 7.728,047 8,460,459 
556man 579,164 2,095,867 2,675,035 
7 9 5 m  824,4,81q 9,874,355 10,699,171 

80,244 942,266 - 1E2,506 5 5 6 m  
795mcm 191,989) 4,322,655 4,514,644 
795mcm 446,858 4,002,028 4,448.886 
795man 245,501 5,164,163 5,409,664 

245.093 919,472 1,164,565 795mcm 
5,158,100 7 9 5 m  5,158,100 

Various 8,202.312 126,057,783 134,260,095 

~-- 

- 

--- 

--- 
-- 
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- - 

----___I_ -- I-- 

- 

I 

_. 

-- 
- 

22,803,700 

-. . 
424,984 3,143,960 99.500 3,668,441 

-- 
296,444,114 319,247,814 424,984 3,143,960 99,500 3,668,441 -- 



BLANK 



Name of Respondent 

-- 
/%%ed;;le Page: 422 Line No.: I Column: h .--I 
Contains both single and double circuitry. - - ~  -_____ 
v & e 7 4 - :  - h I 

-3 
Contains both single and double circuitry. 
bchedule Page: 422 Line No.: 4 Column: h -~ 
Contains both single and double circuitry. 
khedule Page: 422 Line No.: 5 Column: h --1 
Contains both single and double circuitry. 
kchedule Pag2?422 Line No.: 6 Column:-h l-_l_._.._ __-___ " 1 

3 
Contains both single and double circuitry. 
[Schedule Page: 422 Line N e  Column: h 
Contains both single-and double-circuitry. -- 
bchedule Page: 422 Line No.:.IO Column: h -~ 
Contains both single and double circuitry. 
khedule ----_I_ Page: 422 Line No.: I1 Column: h - 

[Schedule Page: 422 Line ~ . _ I _ _ _ _ _ _ _ .  1 
khedule Page: 422 Line No.: 16 Column: h ~- r 
/Schedule Page: 422 Line No.: 18 Column: h .-.I_ 

FzeduKPage: 422 Line No.: 19 Column: h ---= 
IScheduIe Page: _ _ ~  422 ...... ~ Line No.: 21 Column: h -- -_ ____ 1 

E 
fSchedule Page: 422 Line No.: 25 Column: h -1 
bchedule Page: 422 Line No.: 27 Column: h --_.__ 

Pchedule Page: - 422 Line No.: 30 Column: h __ 

__. 

. I - _ _ ~ . ~ - -  

..-- -"- 

~- 

I____-- 

Contains both single and double circuitry. 

Contains both single and double circuitry. 

Contains both single and double circuitry. 

Contains bo t m n m  

Contains both single and double circuitry. 

Contains both singleand double circuitry. 
FcheduiePage: 422 Line No.: 23 Column: h 
Contains both single and doube-circuitry. 

Contains both single and double circuitry. 

Contains both single and double circuitry. 

Contains both single and double circuitry. 

No.: 13 Column: h 

--- 
IFERC FORM NO. 1 (ED. 12-87) _ .  Page 450. I I 



Name of Respondent 
Kentucky Utilities Company I 1 p? R g i r t  Is: n Original (Mo, Da, Yr) 

Dale of Report 

(2) n A  Resubmission 

YearlPeriod of Report 
End of 2008/Q4 

I -- ___- 
TRANSMISSION LINES ADDED D U R I N - ~  ~ 

1. Report below the information called for concerning Transmission lines added or altered during the year. It is not necessary to report 
minor revisions of lines. 
2. Provide separate subheadings for overhead and under- ground construction and show each transmission line separately. If actual 
costs of competed construction are not readily available for reporting columns (I) to (o), it is permissible to report in these columns the 

Length Average Line -__ 
No. From To In Type Number per Present Ultimate 

Miles 

L A N E  DESIGNATION Line SUPPORT --. ING STRUC- P I  U 
-.--- 

Miles 
(a) (b) (4 (d 1 (e ) (9 (8) 

1 Virginia City Clinch River ( AEP Int. Pt) 7.89 HF 1 

- 2 
3 

4 

5 

6 

7 

8 
9 

I O  

11 

12 
13 
14 
15 
16 
17 

18 

.-__..-_. 

..- 

--- .- 
--.-. 

.I-_ I~ 

----- 
-_-.. - 

-. ___- 
_____ .I___ I-_.-- 

~ 
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.- 
Name of Respondent 
Kentucky Utilities Company 

__. 

Line 
No. 

- 
1 

This Re ort Is: Date of Report Year/Period omeport 
(1) $An Original End of ~OO81ct4 (Mo. Da, Yr) 
(2) CTJ A Resubmission I t  

~ 

4 

E 

4: 
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Name of Respondent 
Kentucky Utilities Company 

Date of Report 
(Mo, Da. Yr) 

Name and Location of Substation 

~- 
Yearperiod OF Report 
End of 20081Q4 

VOLTAGE (In MVa) 
Character of Substation 

,.-- (a) I-+- 1 Adams - Georgetown Transmission 138.00 69.00 13.20 
Transmission 
Transmission .- 
Transmission * 
Transmission * I 5 1 Artemus - Pineville 

~~~ 

345.00 161 .OO 13.20 
138.00 69.00 13.20 
161 .OO 69.00 13.20 
161.00 69.00 13.20 

.-- 

6 Bardslown- Campellsville 
l&-%-Ftichmond 

Transmission * 
Transmission 
Transmission’ 

Transmission’ 
Transmission* 
Transmission * 
Transmission * 

- 

1 81Bimble 

138.00 69.00 13.20 
161.00 69.00 13.20 
69.00 

138.00 

69.00 
138.00 69.00 13.20 
138.00 69.00 13.20 

- - Blackwell 
Bonds Mill 
Bonnieville - Horse Cave 

.- 

34 Dorchester ~ Norton Transmission * 161 .OO 69.00 13.20 
35 Earlington North - Earlington Transmission * 161 .OO 69.00 13.20 

. 36 East Frankfort: Frankfort Transmission * 138.00 69.00 13.20 
37 Elihu - Somerset Transmission ’ 161.00 69.00 13.20 

13.20 38 Elizabethlown .. Elizabelhtown Transmission * 138.00 69.00 
39 Eminence Transmission’ 69.00 

. 40 Eva& Transmission’ 69.00 

.-. 
-- 

I 12 I Boonesboro North - Winchester 

Boyle County I Transmission* I 69.001 
Broadhead SW I Transmission* 69.001 

Brown CT 6 - Harrodsbur 

/Transmission 345.001 138.001 13.20 
I Transmission -I 144.001 24.001 

.-- ’ 

13.20 Transmission ’ 138.00 69.00 
Transmission * 138.00 69.00 13.20 
Transmission’ 69.00 
Transmission 138.00 69.00 13.20 
Transmission’ 69.00 
Transmission ’ 161 .OO 69.00 13.20 

---- 
---.- 
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Name of Respondent This Report Is: 
(1) An Original 

Kentucky Utilities Company (2) C I A  Resubmission 

increasing capacity. 
6. Designate substations or major items of equipment leased from others. jointly owned with others, or operated otherwise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 
D f  co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company. 

-- 
YearIPeriod of Report Date of Report 

(Mo, Da. Yr) End of 2008/Q4 
_I 

I I  

-- 
Number of Capacity of Substation T ~ ~ $ ~ ~ ~ ~ s  Spare 

(In Service) (In MVa) In Service Transformers 

(9 (9) (h) 

-- 94 I 
1 

150 I 

56 1 
56 1 

94 1 

-- M a  
II_ 

-- 

I .Et---- I I - I - -   NONE^ 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT ~i~~ - 
Type of Equipment Number of Units Total GPaCW No. 

1 NONE 
NONE 2 
NONE 3 

4 NONE 
NONE 5 

NONE 6 

(In MVa) 
(1 ) (i) (k) 

..--- 

--.- 

.-. _ _  
NONE 

NONE 
-~ 

I 1 I 1 

I I-  NONE^ I rn 
I 
1 8  

__. 

1 9  

34 
150 

I 

1 NONE 11 
12 '1 NONE 

NONE 13 
I__---.- -- 

----.- 
380 
728 

-- 
15 NONE 

NONE 16 
.- __ 

I__ 

2 
5 

504 

120 
185 
50 
187 

- 
- 
-- 

93 

FERC FORM NO. I (ED. 1246) Page 427 

I _I_ _I_ 
I 

1 NONE 18 
19 NONE 1 

NONE 20 1 
1 NONE 21 

22 2 NONE 
NONE 23 

1 NONE 24 
NONE 25 

- _--. 
___ .I--- 

- 

-___----- 

I 

1 
-I--.. 

112  NONE^ 
 NONE^ 

31 

1 87 

224 
224 
I 87 

150 .- 

- 1 -  

3 NONE 32 
33 NONE 

NONE 34 2 
35 1 NONE 

2 NONE 36 

2 NONE 37 

1 NONE 38 
39 

- 
- - - _-- 

.~ - 
.- 

NONE 



(1) dh Original 
(2) C I A  Resubmission Kentucky Utilities Company 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (9. 

End of 2008/Q4 
__ - 

/No- Line 
Name and Location of Substation 

VOLTAGE (In MVa) 
Character of Substation 

(b) 
Transmission * 
Transmission 

1 3 I Fawkes - Richmond I Transmission I 138.001 69.001 13.201 

(c) (4 (e) 
161.00 69.00 13.20 
80.00 40.00 13.20 

4 
5 
6 

1 7 I Ghent Plant - Carrollton 

Finchville Transmission* 69.001 
Ghent Plant - Carrollton Transmission 345.001 138.00 
Ghent Plant - Carrollton Transmission 345.001 138.00 25.00 

I 101Goddard I Transmission* I 138.001 I I 

21 
22 
23 

.- 1 16 I Green River Plant - Greenville 1 Transmission I 161.00] 138.001 13.201 

Hardin County - Elizabethtown Transmission " 138.00 69.00 13.20 
Hardinsburg - Hardinsburg 
Harlan "Y" - Harlan Transmission I6l.OOl 69.00 13.20 

Transmission' 138.00 - 

r T 1  Green River Steel - Greenville I Transmission 1 138.001 69.001 13.201 

26 
27 

- ~.. 
Howards Branch Transmission. 161 .OO 

lmboden - Big Stone Gap Transmission * 161 .OO 69.00 13.20 

/Transmission * I 138.001 69.001 13.201 
I Transmission" 69.00 

---- Transmission' 69.00 
Transmission * 132.00 69.00 13.20 
Transmission 138.00 69.00 13.20 

I_ 

31 
32 
33 

34 

Transmission* 69.00 KU Park - Pineville 
Transmission * 13G:OO 69.00 13 20 Lake Reba . Richmond 

Lake Reba Tap - Richmond Transmission 161.00 138.00 6.60 
LaGster Transmission' 69.00 

_-"---1_1-. 

- 
----.--- 

35 I Lansdowne - Lexington Transmission * 
Transmission * 
Transmission 138.00 

--- - 

Transmission' I 69.001 I I 1 39 i Livingston County /innsmissian* 
40 London - London Transmission' 

~ 
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Name of Respondent This Re ort Is: Date of Report Year/Period of Report 
End of 2008/a Kentucky Utilities Company 

5. Show in columns (I) ,  (i), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for 
increasing capacity. 
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by 
reason of sole ownership by !he respondent. For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 
of co-owner or other party, explain basis of sharing expenses or other accotinting between the parties, and state amounts and accounts 
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company. 

(1) $h original 
(2) n A  Resubmission 

(Mo, Da. Yr) 
I l  .- 

SUBSTATIONS (Continied) --- 

- 
Number of Number of CONVERSION APPARATUS AND SPECIAL EQUIPMENT tine Capacity of Substation Transfoners 

(In Service) (In MVa) in Service Transformers Type of Equipment Number of Units Total Capacity No. 

1 

40 3 NONE 2 

3 299 2 NONE 
4 NONE 
5 450 1 1 NONE 
6 NONE 448 1 

616 I 1 NONE 7 
8 1210 2 NONE 
9 NONE 605 I 

l o  NONE 
NONE 11 

12 93 1 NONE 
13 214 2 3 NONE 

26 1 2 NONE 14 
15 2 NONE 200 
16 112 1 NONE 

NONE 17 93 
59 1 NONE 18 

149 1 NONE 19 
448 1 NONE 20 
149 1 NONE 21 

NONE 22 

94 I NONE 23 
224 2 NONE 24 

25 NONE 
NONE 26 

149 1 NONE 27 

NONE 28 
29 NONE 

NONE 30 
6 NONE 31 

149 1 NONE 32 
200 1 NONE 33 

NONE 34 
112 1 NONE 35 
i ao 6 NONE 36 

-- Spare 

(In MVa) 
(0 (9) (h) (1) 0) (lo 

I- 

NONE - 149 1 

-- 
I - 

-. 
--".." 

-- - -- 

- 
- .- -_- 

~ - ~~ ~ - ~ _ -  

- 
-- - 

-- -- ~ - - - . _ -  
---____- ~ - -  

~ ~ ~ - ~ -  I - 
- 

I 

~ _ - -  _ . ~  

.- 

- ___ ~ 

- 
- - 

)___ -- 33 1 1 

-.- -- I - 112 

_.--__.I 

I 

NONE 
NONE 
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Name of Respondent 

Kentucky Utilities Company (2) [7lA Resubmission 

_ _ _ ~  
1. Report below the information called for concerning substations af the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (f). 

YearlPeriod of Report 
End of 2008/Q4 

Date of Report 
(Mo, Da, Yr) 
I t  

Line 
No. 

1 
2 

3 

VOLTAGE (In MVa) 

. Primary Secondary T e & y  ’ 

Transmission 138.00 69.00 13.20 

Name and Location of Substation Character of Substation 

(4 (4 (c) _. (4 (e) ~- 
__. 

Loudon Ave - Lexington 
Lynch - Harlan Transmission’ 69.00 
Marion Transmission* 69.00 

4 

5 
6 

- 
21 
22 

23 
24 
25 
26 

27 

- 
- 
- 
- 
- 
- 

_-. Meldrum SW Transmission‘ 69.00 
Transmission’ 69.00 Middlesboro .- Middlesboro 

Millersburg - Millersburg Transmission’ 69.00 

- 
.- I_ 

-~ 
Transmission ’ 161.00 69.001 13.20 
Transmission’ 345.00 138.00 

- 7 Morganfield - Morganfield 
8 NAS. 
9 Neb0 - Neb0 Transmission* 69.00 

I O  North London -London Transmission’ 69.00 
11 Ohlo County .. Beaver Dam Transmission 69.00 13.20 138.00 

Transmission’ 138.00 69.00 13.20 12 Paris 
13 Pineville - Pineville Transmission ’ 345.00 161.00 13.20 

Transmission * 500.00 345.00 34.50 14 Pineville - Pineville 
15 Pineville - Pineville Transmission 161 .OO 69.00 13.20 
16 Pineville SW -Pineville Transmission’ 161.00 

13.20 17 Pisgah I Lexington Transmission ’ 138.00 69.00 
18 Pittsburg - London Transmission + 161 .OO 69.00 13.20 
19 Pocket - Pennington Gap Transmission 161 .OO 69.00 13.20 

I___.- 

- .-- 
I 

- 
- 

”I 

-- 

-- -.__- 

20 Pocket North - Pennington Gap I Transmission ’ I 500.00l 161.001 I 
I ~ . _  

Princeton - Princeton 
Richmond - Richmond 
River Queen - Muhlenberg 
Rocky Branch 
Rodbum - Morehead 
Rogersvile - Radcliff 

Scott County 
ShelbpNe - Shelbyville 
Simmons 
Somerset N ~ Somerset 
South Paducah 

-- 
_. 

-.--- 
-- -_.- 

--.-- 
- -. 

] 36 I Tyrone - Versailles 
I 37 (Tyrone - Versailles 

..-- 
Transmission‘ 69.00 
Transmission’ 69.00 
Transmission ’ 161 .OO 69.00 13.20 
Transmission’ 69.00 
Transmission 138.00 69.00 13.20 
Transmission 138.00 69.00 13.20 
Transmlsslon * E8.00 69.00 13.20 
Transmission* 69.00 

Transmission’ 69.00 
Transmission’ 69.00 

,Transmission * 161.00, 69.00, 13.20, 

--__ 

- - 
-. 

- 
I- 

~- 

I 38 ITvrone - Versailles 

32 
33 

34 
35 

”-.. 

FERC FORM NO. 1 (ED. 12-96) Page 426.2 

SpearsSW Transmission* 69.00 

Spencer Road - Mt. Sterling Transmission 138.00 69.00 13.20 

sie2i iol iow 
Taylor County - CampGsville Transmission 161 .OO 69.00 13.20 

-._.- Transmission’ 69.00 -- - 



- 
YearlPeriod of Report 
End of 2008/Q4 

Name of Respondent 
Kentucky Utilities Company (2) n A  Resubmisslon 

r- 

Number of CONVERSION APPARATUS AND SPECIAL EQUIPMENT Line 
Spare Capacity of Substation T ~ ~ ~ ~ ~ ~ ~ ~ s  

(In Service) (In MVa) In Service Transformers Type of Equipment Number of Units Total Capacity No. 

262 2 NONE 1 

2 NONE 
3 NONE 

NONE 4 

NONE 5 
6 NONE 

112 I NONE 7 
1 NONE 8 

NONE 9 
NONE 10 

93 1 3 NONE 11 
1 NONE 12 150 

13 560 1 NONE 
14 NONE 504 1 

243 2 NONE 15 

16 NONE 
112 1 NONE 17 

NONE I 8  112 I 
187 1 NONE 19 

20 
NONE 21 
NONE 22 

56 1 NONE 23 

NONE 24 
61 1 NONE 25 

26 93 
93 1 NONE 27 

(In MVa) 
(f) (9) (h) 8 )  (I) (lo 

- 
- 

- 
--- 

I_ 

-- 
-_ 450 

I___-I_____ ~ - _ _ _ _ _ _ _ _ _ ~ -  
~~ - 

-- 
.~ ---- 

-_ - - 
--... 

--.- -- - 

-. .--- - 

--. 448 1 NONE 

_. 

- ~ -  1 NONE -- 
- 

--- 
--.- SUBSTATIONS (Continued) 

5. Show in columns ( I ) ,  e), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for 
increasing capacity. 
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company. 

-- 

-~ ~ 

1 
I_ 

50 

89 2 

90 1 

38 3 

NONE 28 

NONE 29 

30 NONE 
NONE 31 
NONE 32 

NONE 33 
NONE 34 

35 NONE 
I NONE 36 

-_.-- -~~ 

---, 

-._.I_ 

- 
.-- 
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Date of Repod-" Yeadperiod of Report r--- Kentucky Utilities Company (Mo, Da, Yr) End of 2008/Q4 
Name of Respondent 

n Original 
(2) n A  Resubmission 

Name and Location of Substation 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. SlJbStatiOnS which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (f). 

VOLTAGE (In MVa) 
Character of Substation 

Primary I Secondary I Tertiary 

Line 
No. 

2 

3 
4 

5 
6 

West Cliff - Harrodsburg Transmission 138.00 69.00 13.2 
West Frankfort - Shelbyville Transmission * 345.00 138.00 13.2 

West Frankfort - Shelbyville Transmission * 138.00 69.00 13.2 

13.2 West lrvine ..twine 
West Lexington - Lexington Transmission * 345.00 138.00 13.2 

-- Transmission ' 161 .OO 69.00 . - ~ . -  
~ 

9 
10 
11 

12 

Wiiliamsburg SW Transmission' 69.00 
Winchester City Transmission' 69.00 

Transmission* 69.00 Wofford 
Total Transmission 19009.00 6365.1 0 937.3 

-- 
- I--- 

13 
14 
15 

-~ - .. 
. ..-.-~ A.O. Smith - Mt. Sterling Distribution * 69.00 12.47 

Adams12KV Distribution " 69.00 34.50 
- 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

- 

Aisin 12KV Distribution * 69 00 12.47 

Alexander - Versailles Distribution " 69.00 12.47 

American Ave. - Lexington Distribution * 69.00 4 16 

Andover ~ Norton Distribution' 69.00 34.50 
Distribution 69.00 4.16 Ashland Ave. - Lexington 

Ashland Pipe - Lexington Distribution 69.00 12.47 

---- 
.- ~-~ 

-- Augusta 12KV Distribution * 69.00 72.47 

Bardstown City 12KV Dlstributlon * 69.00 12.47 
Bardstown Ind. 12KV Distribution 69.00 12.47 

69.00 12.47 Beaver Dam - Beaver Dam 
Beaver Dam North - Beaver Dam Distribution ' 69.00 12.47 

12.47 Belt Line - Lexington Distribution ' 69.00 
Bevier - Earlington Distribution' 69.00 34.50 
Big Stone Gap -Big StoTiGap Distribution * 69.00 12.47 

----I- 

Distribution * - 

-- 
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Distribution 
Distribution 

Distribution 
Distribution * 

.-_-- 

- 

69.00 12.47 
69.00 12.47 
69.00 12.47 
69.00 12.47 

34 
35 

36 
37 
38 
39 
40 

Distribution ' 69.00 4.16 Buchanan - Lexington 
Buena Vista 12KV Distribution 69.00 12.47 

12.47 Burnside -Somerset Distribution * 69.00 
Distribution * 69.00 12.47 Carnargo - Mt. Sterling 

Camp Breckinridge Distribution* 69.00 12.47 
Campellsville 1 - Carnpellsville Distribution ' 69.00 12.47 

Campellsville 2 - Carnpellsville 

__. 

---..-.. 
_. 

.---__--___-- 
-____._ -_-- ----I Distribution' 



Endof - mJ81Q4 
I 

_. 

Date of Report 
(Mo, Da, Yr) 

I_ 

I I  

Name of Respondent 
Kentucky Utilities Company 

(2) C ] A  Resubrnission 
- -. SUBSTATIONS (Continued) 

~ 5. Show in columns ( I ) ,  (i), and (k) special equipment such as rotary converters, rectifiers, condensers, gi. 
increasing capacity. 
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated athenvise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 

l affected in respondent‘s books of account. Specify in each case whether lessor, co-owner, or other party is an associated company. 

Capacity of Substation 
(In Service) (in MVa) 

(9 
112 

392 
448 

-- 

Number of 
Spare 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT 
I Number Of 

Transformers 
In Service Transformers Type of Equipment Number of Units Total GPacib’ 

(in MVa) 
(9) - (h) 0) (i) (k) 

.- 1 NONE 
3 NONE 
1 NONE 

-.- 

~ 

NONE 
NONE 
NONE 

- 
11 
12 

13 
14 
15 
16 

17 

18 
19 

20 
21 
22 

23 
24 
25 
26 
27 

28 
29 
30 
31 
32 
33 

34 
35 
36 

37 
38 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
-- 
- 
~ 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 

I 

93 I -7----- I--- N r - 1  

--- 
-I_- 

14 1 NONE 
NONE 34 2 

1 NONE 14 

22 1 NONE 
NONE 14 I 

37 1 NONE 
NONE 28 2 

20 2 NONE 
NONE 14 1 

23 1 NONE 
NONE 45 2 

14 1 NONE 
14 1 NONE 
23 1 NONE 
13 1 NONE 
42 3 NONE 

NONE 67 3 

1 NONE 23 
23 1 NONE 

-. ..-_ .-- 
-... 

__ 

--_ .- ---_. -- 

- 
.- .x 

- 

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

, -1 

_I -. 
- 

I 67 I 31 I NONE1 I I 

NONE 

14 

14 
14 

28 

I 

NONE 
177001 115 18 

NONE 1 

1 NONE 
NONE 1 

2 NONE 

- 

- --- 

~ 10 
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This Re ort Is: 

(2) I 1 A  Resubmission I f  

Date of Report 
(Mo, Da, Yr) I (1) &An Original 

Name of Respondent 
Kentucky Utilities Company 

I __I-- I ”  u --__-- 
- SUBSTATIONS 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (9. 

Year/Period of Report 
2008/Q4 End of __.-.- 

-ine 
No. ~ Name and Location of Substation 

(a) 
1 Camtown - AUDUSB 
2 Caronzndon 

3 Carrollton - Carrollton 
_______I..- 

VOLTAGE (In MVa) 
Character of Substation 

Primary Secondary Tertiary 
(c) (4 __ (e) (b) -._-- ..--..___ 

12.47 69.00 Distribution * 
69.00 12.47 Distribution 

Distribution * 69.00 12.47 

-- - 
- 

4 

5 
6 
7 
8 

9 
10 

Distribution ’ 69.00 12.47 Cawood - Harlan 
Distribution * 138.00 12.47 Clay Mills - Lexington 

Clinch Valley - Norton Distribution ’ 69.00 12.47 
Columbia - Columbia Distribution * 69.00 12.47 
Columbia South - Columbia Distribution ’ 69.00 12.47 
Corbin East - Corbin Distribution 69.00 12.47 
Coming 12KV I Distribution ’ I 69.001 12.47) 

- 
. _ ~  - 

- - ~ ~  
11 
12 
13 
14 

15 
16 

17 

18 
19 
20 

- 

Corporate Drive 2 - 12KV Distribution * 69.00 12.47 

Cynthiana 12KV Distribution * 69.00 12.47 

Cynthiana South 12KV Distribution ’ 67.00 12.47 - 
Danville 1 - Danville Distribution 69.00 12.47 

Danville East - Danville Distribution * 69.00 12.47 

Danville Ind. - Danville Distribution 69.00 12.47 

Danville North .. Danvills Distribution 69.00 12.47 
Distribution 69.00 12.47 Danville West - Danville 

69.00 12.47 Distribution Dark Hollow - Richmond 
Dawson Ind - Eariington Distribution 69.00 4.16 

--- 

- 

. - - - ~  
-. - 

Distribution 1 69.001 E:liI t- Distribution ’ 69.00 
32 I East Stone - Big Stone Gap 
33 I Eastland - Lexington 

*h 12KV 1 Distribution * 69.00 12.47 

22 
23 
24 

-- 

Dayton - Walther - Carrollton Distribution ’ 138.00 12.47 
13.80 Delaplain ’’ Georgetown Distribution * 69.00 

Denham Street - Somerset Distribution * 69.00 12.47 
I_. 
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25 Detroit Harvester - Paris 
26 Donerail - Lexington -*-:-- 27 Dorchester - Norton 

Distribution 69.00 12.47 
Distribution * 69.00 12.47 
Distribution 69.00 22.00 

28 
29 
30 
31 

Dow Corning - Carrollton Distribution * 69.00 12.47 
69.00 12.47 Dozier Heights 12KV 

Earlington - Earlington Distribution 69.00 34.50 
East Bernstadt - London I Distribution ’ 69.00 12.47 

----. 
Distribution ’ 

--I_ 

I I Distribution 
1 Distribution 

I 

69.00 12.471 
69.00 12.471 

36 
37 
38 

39 

Esserville - Norton Distribution 69.00 12.47 

Distribution ’ 69.00 12.47 Etown 112 - Elizabethtown 
Etown #3 - Elizabethtown D i s t r G n ’  69.00 12.47 
Etown #4 - Elizabethtown Distribution ’ 69.00 12.47 

-.- 

Distribution * 69.00 12.47 



Name of Respondent 
Kentucky Utilities Company 

-- 
This Re ort Is: Date of Report YearlPeriod of Report 

End of 2OWQ4 (1) & j ~ n  Original (Mo. Da, Yr) 
(2) D A  Resubmission I f  

- 
--- 1 NONE 

1 NONE 
1 NONE 

Transformers (In Service) (In MVa) 

I I I I I I - 
141 11  NONE^ 1 7  

Type of Equipment Number of Units Total Capacity 
Iln MVal 

I - 
8 14 1 NONE 
9 NONE 37 2 

10 NONE 34 5 
11 30 2 NONE 
12 20 2 NONE 

14 1 NONE 13 

23 1 NONE 14 

23 1 NONE 15 

45 2 NONE 16 
17 NONE 14 1 

18 23 1 NONE 
14 I NONE 19 

20 NONE 14 1 
21 14 1 NONE 

1 NONE 22 14 
37 2 NONE 23 

NONE 24 14 
25 23 7 NONE 

14 1 NONE 26 
56 3 NONE 27 
14 1 NONE 28 

29 14 1 NONE 
34 2 NONE 30 
14 1 NONE 31 

32 25 2 
23 1 NONE 33 
23 1 NONE 34 

14 1 NONE 35 
23 1 NONE 36 

37 45 2 NONE 
38 33 2 NONE 

NONE 

--"----_._ I -_- 
-- -. 

.-- ..X--__..-._. _I_. 

. ."- --I -. I -_- - 
--.-- -- 

- -, - - 
-- 

-- - 
- -- - - 

~ - - ~ -  

- 

-c_-.--._--_-- 

1 - --- 
--- 

---- - __- 
-- -- 

~ 

NONE ----- 

- 
I_ 

-- 
I_ 
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n Original 
A Resubmission Kentucky Utilities Company 

- 
End of 2008fQ4 (Mo, Da. Yr) 

I t  

Line 
No. 

1 

2 

3 
4 

5 
6 
7 

.- 

-I 

VOLTAGE (In MVa) 
Name and Location of Substation Character of Substation -.. 

Primary Secondary Terliary 
(a) (b) (c) ( 4  (e) 

Etown WeZElizabethtown Distribution * 69.00 12.47 
Ewingtonxt. Sterling Distribution * 69.00 12.47 
Fezuson South .. Somerset Dislribulion 69.00 12.47 

Distribution * 69.00 12.47 Florida Tile - Lawrenceburg 
FMC - Lexington Distribution * 69.00 12.47 

Dislribution 34.50 12.47 Forks of Elkhorn - Georgetown 
Frankfort - Frankfort Distribution' 69.00 34.50 

~ 

--_I_ 

~- 
8 GE Lamp Works - Lexington 
9 Georgetown - Georgetown - I--- 10 Ghent Scrubbers I2KV 

Distribution ' W3:: 4.16~ 1 Distribution ' 12.47 
Distribution* 138.00 13.20 

11 

12 
13 
14 

~- Green River Steel 2 12KV Distribution 69.00 12.47 
Green River 34KV Distribution' 69.00 34.50 
Greensburg - Campellsville Distribution 69.00 12.47 
G r z k l l e  12KV - Muhlenburg Distribution * 69.00 12.47 

_.___- 

15 
16 
17 

18 

Greenville North - Muhlenburg Distribution 69.00 12.47 
Haefling - Lexington Distribution * 138.00 12.47 

Distribution * 69.00 12.47 Haley - Lexington 
Harnblin - Pennington Gap Distribution ' 69.00 12.47 

. ~ _ _  -. 

----__-- 
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19 
20 
21 

Hanson - Earlington 
Hardesty - Earlington 
Harlan - Harlan 

-- 
Distribution 
Distribution* 
Distribution * 

12.47 
34.50 
12.47 

69.00 
69.00 
69.00 

22 
23 
24 

Harlan Wye - Harlan 
Harrodsburg #2 - Harrodsburg 
Harrodsburg #3 - Harrodsburg 

--- 
- _-I___-- 

Distribution 
Distribution 
Distribution 
Distribution * 
Distribution * 
Distribution 

28 Hodgenville 12KV Distribution 

.~ 

69.00 12.47 
69.00 12.47 
69.00 12.47 
69.00 12.47 

138.00 12.47 
69.00 12.47 
69.00 12.47 

- 

--I____ 

29 

30 

32 
31 

33 
34 

35 

-. 

12.47 
Hopewell - Corbin Distribution * 69.00 12.47 

Distribution 69.00 12.47 
Horse Cavzzustrial - Horse Cave Distribution * 69.00 
Horse Cave 12KV 

Hughes Lane - Lexington Distribution 69.00 

IBM - Lexington Distribution * 69.00 12.47 
IBM North 12KV Distribution 138.00 12.47 

-.- Hoover 12KV - Georgetown Distribution * 6S.00 

___._.. n..__-- 

Distribution' 69.00 34.50 36 lmboden - Norton 

37 lrvine - Richmond Distribution * 69.00 12.47 
38 Joyland - Lexington Distribution * 69.00 12.47 
39 Kawneer - Cynthiana Distribution * 69.00 12.47 

- - - - ~ "  

- 



- - 
This Re ort Is: 

(2) n A  Resubmission 

Date of Report 
Kentucky Utilities Company 

Y 

--.- - SUBSTATIONS (Continued) 
5. Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for 
increasing capacity. 
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and 
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and acmunts 
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company. 

Yeadperiod of Report 
End 2008/Q4 

Capacity of Substation T ~ ~ ~ ~ ~ ~ ~ ~ s  
(In Service) (in MVa) in Service 

(9 (9) 
23 1 

Line 
No. 

Number of 
Spare 

CONVERSION APPAGTUS AND SPECIAL EQUIPMENT 

Transformers Type of Equipment Number of Units Total (In Capacity MVa) 

(h) .-.-. 0) 0) (k) 
NONE 

- 
1 

- 
28 
14 
14 

23 
14 
20 
14 

----.. 
- 

-.-.-__1- I 

2 NONE 2 

1 NONE 3 
4 1 NONE 

1 NONE 5 

1 NONE 6 
1 NONE 7 

- - - . . ~ ~ _ _ _ _ _ _ I _  
-~-- 

1 NONE 8 

14 
28 
14 

9 
I NONE 10 

1 NONE 11 

I__-- 

NONE -- --- I 

-- 

I 171 11 NONE] I 12 
14 1 

I 14 
1 14 

- -_ - 
- 

._ - 

13 NONE 
NONE 14 

15 NONE 

- -_. 

~ 

20 
21 
22 

23 
24 
25 
26 
27 
28 
29 
30 

___. 

- 
~ 

- 
- 
- 
- 
- 
- 
- 

-- 39 
14 
I 4  

- 

NONE 

NONE 
NONE 

_- 
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1 

I 

1 
-- 

NONE 
NONE 
NONE 

-_ 
.-..__ 

1 

I1 
-- NONE 

NONE 
- 

14 
14 
14 
28 

-...--PI______ 
1 NONE 

NONE I 

NONE I 

2 NONE 

-- . - - - - ~ -  --.-- 
___--- 

28 
45 
14 
75 

34 
37 
14 

-~ 

__ 
- 

. - ~ -  
37 _- - 
14 
28 

2 NONE 31 
32 2 NONE 

1 NONE 33 

2 NONE 34 
I NONE 35 

NONE 36 1 
37 I NONE -- 

-- 
- 

-- 
.- I_-_ - _1 

- 
2 NONE 38 
1 

2 
- - - ~  

--_ 



This Report Is: 
(1) B A n  Original 
(2) O A  Resubrnission Kentucky Utilities Company 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (f). 

End of 20081Q4 
Date of Report 
(MO, Da. Yr) 
I 1  

Line 1 No. 

(b) 
Distribution ' 
Distribution ' 
Distribution * 
Distribution 

Name and Location of Substation 

(C) (d) (e) 
69.00 4.16 
69.00 12.47 
69.00 12.47 
69.00 12.47 

. - . . ~  

VOLTAGE (In MVa) t Primary I Secondary- 
Character of Substation 

-. 
Lancaster - Danville Distribution' 69.00 
Lansdowne - Lexington Distribution 69.00 

Lawrenceburg - Lawrenceburg Distribution * 69.00 

-_ 4.16 
12.47 
12.47 

Distribution' 

Distribution ' -. 
.._. 

Lebanon - Lebanon 
Lebanon East 
Lebanon South 12KV - Lebanon 
Lebanon J u n z  12KV 
Lebanon West 12KV 

Leitchfield 12KV - Leitchfield 

--I 

69.00 12.47 
69.00 12.47 
69.00 12.47 
69.00 12.47 

138.00 12.47 
69.00 12.47 

- 
.-- 

- 

I I 

Leitchfield East - Leitchfield I Distribution I 69.001 -~12.471- -~ 
- 

Lemons Mill - Georgetown Distribution 

Lexington Water Comapany Distribution 
Lexington 4KV - Lexington Distribution ' 
Liberty - Liberty Distribution * 
Liberty Road - Lexington Distribution * 

London - London Distribulion * 
Loudon Ave. - Lexington Distribution 
Madisonville GE I2KV Distribution 
Madisonville HP 12KV Distribution * 
Madisonville North 4KV Distribution * 
Madisonville West 12KV Distribution 

Distribution * Madisonville East 12KV 
Manchester South Distributiony 
Marion South - Marion Distribution * 

- 
- 

- 

- 

- 
-- - ----- 

---___... -x_ 

- 

I 

69.00 12.47 
69.00 12.47 

69.00 4.16 
69.00 12.47 
69.00 12.47 
69.00 12.47 

138.00 12.47 

69.00 12.47 
69.00 12.47 
69.00 4.16 
69.00 12.47 
69.00 12.47 
69.00 12.47 
69.00 12.47 

- 

"- 

-. I 

29 Maysville Mid - Maysville Distribution ' 69.00 4.16 

30 McCoy Avenue 12KV Distribution * 69.00 12.47 

31 McKee Road 12KV Distribution * 69.00 12.47 

32 Meldrum - Middlesboro Diiiribution 69.00 12.47 
33 Metal & T h e i t  - Carrollton Distribution ' 69.00 12.47 

34 Middlesboro #I 12KV Distribution 69.00 12.47 

12.47 35 Middlesboro #2 1 2 K  Distibution * 69.00 
3 6 ' M l d w y  - Versailles Distribution 138.00 12.47 

69.00 12.47 37 Minor Farm 12KV 

38 Morehead - Morehead Distribution ' 69.00 12.47 
39 Morganfield Industrial - Morganfield ,Distribution * 69.00, 12.47, 

_I 

--"I 

.--.- 
--I--- 

--- - Distribution * - 

Distribution * 
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Name of Respondent 
Kentucky Utilities Company (2) D A  Resubrnission 

End of 2008/Q4 (Mo, Da. Yr) 

Capacity of Substalion T ~ ~ ~ ~ ~ ~ ~ s  
(In Service) (In MVa) In Service 

(f) --1-1 (9) 
14 1 
37 2 
23 1, 

- 

Number of 
Spare 

CONVERSION APPARATUS AND SPECIAL EQUIPMENT 

Transformers Type of Equipment Number of Units Total Capacity 
(In MVa) 

(h 1 (1) (i) (k) 
NONE 
NONE 
NONE, 

37 
14 

75 

I I I I t- 141 11 t-- NONE~ 

1 
1 
2 NONE 

14 
14 
14 
14 
14 
14 
14 

45 
45 
28 
14 

37 
45 

I- 37 

-- 
- 

- 
I NONE 
3 NONE 

NONE 1 
1 NONE 
*I NONE 

NONE I 

I NONE 
2 NONE 

NONE 2 

1 NONE 
NONE 1 

1 NONE 
2 NONE 
1 NONE 

~- 
.̂_ .- 

I ~- . . _ _ _ I ~ .  

-- - 

- 

_l______r__ll_--- 

- 
Line 
No. 

--“ 
1  NONE^ __- 23 

NONE 14 1 
NONE 23 1 

23 1 NONE 
14 1 NONE 

NONE 14 1 

- 
- -- 

” 

- 

._1 -- 

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

14 

14 
14 
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_- 
.- 1 NONE 

NONE 1 
1 NONE 

_l_. ._I_ 

14 
28 

28 
14 

14 
14 
14 
14 

_-- 

_.---I 

1 NONE 
2 NONE 

2 NONE 
1 NONE 
1 NONE 
1 NONE 
1 NONE 

1 NONE 

-_l 

--.- 



Kentucky Utilities Company 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (0. 

End of 2008/Q4 (Mo. Da. Yr) 
(2) I l A  Resubmission 

Line 
No. Name and Location of Substation 

(a) 
1 Mt. Vernon - Mt. Vernon 
2 Muhlenburg Prison - Muhlenburg 
3 Norton East - Norton 
4 Oakhill - Earlington 
5 O k s t e  - Richmond 
6 Owingsville 12KV 
7 Oxford - Georgetown' 
8 Paris -Paris 
9 Parker Seal 12KV - Winchester 

-- 

~~ 

-. 

_.---. 

~ - ~ - -  
10 Parkers Mill 12KV 

T ' T e p p e r  Pike 12KV - Georgetown 
._I 

12 Picadome 12KV lyexington 
13 Pineville 12KV 
14 Pocket - N O S O Z - ~ -  
15 Poor Valley - Pennington Gap 
16 Powderly - Miihlenburg 
17 Princeton - Princeton 
18 ProctorlGamble 4KV 
19 Race Skeet - Lexington 
20 Radcliff - Radcliff 
21 'Red Housyl2KV 
22 Reynolds - Lexington 
23 Richmond 12KV 
24 Richmond #3 12KV (EKIJ) 
25 Richmond East 
26 Richmond Industrial 
27 Richmond South 
28 Rockwell - Winchester 

29 Rogersbille - Radcliff 
30 Rumsey - Earlington 
31 Salem - Earlingtom 
32 Shannon Run 12KV 

33 Sharon -Augusta 
34 Shavers Chap 12KV 
35 Shelbyville Northl2KV 
36 Shelbyville East 

37 Shelbyville South 
38 Shun Pike 12KV 
39 Simpsanville - Shelbyvllle 
40 Somerset 11.2 4KV 

-. 

---.__-"---- -- 
-- ..--. 

-.__I __. 

I..-- ..-- 
_. 

-- 

I.-. 

- 
--_ 

-.-. 
- 
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VOLTAGE (In MVa) 
Character of Substation 

Primary Secondary Tertiary 
(b) (c) (dl (e) 

Distribution * 69.00 12:47 

Distribution * 69.00 12.47 

Distribution ' 69.00 12.47 
Distribution' 69.00 34.50 

69.00 12.47 Distribution * 
Distribution 69.00 12.47 
Distribution * 69.00 12.47 
Distribution ' 69.00 12.47 

Distribution * 69.00 12.47 
Distribution 69.00 12.47 
Distribution * 34.50 12.47 
Distribution ' 6900 12.47 
Distribution * 69.00 12.47 
Distribution' 69.00 34.50 
Distribution * 69.00 12.47 
Dislribution * 69.00 12.47 

69.00 34.50 Distribution" 
Distribution * 69.00 4.16 

Distribution 69.00 12.47 
Distribution * 69.00 12.47 
Dislribution * 69.00 12.47 

12.47 Distribution 138.00 
Distribution * 69.00 12.47 
Distribution 69.00 12.47 
Distribution ' 69.00 12.47 

69.00 12.47 Distribution * 
12.47 Distribution 69.00 

DistributionT 69.00 12.47 
Distribution 69.00 12.47 
Dislribution" 34.50 34.50 
Distribution' 69.00 34.50 
Distribution ' 69.00 12.47 
Distribution * 69.00 12.47 
Distribution * 69.00 12.47 

Distribution 69.00 12.47 
Distribution ' 69.00 12.47 
Distribution ' 69.00 12.47 
Distribution* 69.00 12.47 
Distri bution' 69.00 12.47 
Distribution * 69.00 4.16 

I.- 

-. 

-- I 

- 

--.--I-. 

...- ___.. 
.--- - . ~  

-- 
-"-.- 

- 

--- 

-.- 

----_ --- 

- - 
I__ 

-__. 

- --- 
- 

. ~ -  
- 



(2) n A  Resubmission Kentucky Utilities Company 
I .- . - 

SUBSTATIONS (Continued) .-.-.. 
5. Show in columns (I). (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for 

~ increasing capacity. ' 6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by 
~ reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor. date and 
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 

/of  co-owner or other party, explain basis of sharing expenses or other accounting behveen the parties, and state amounts and accounts 
'affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company. 

Date of Report 
(Mo, Da. Yr) 

YearlPeriod of Report 
End of 200WQ4 I t  

_I_ 

Number of CONVERSION APPARATUS AND SPECIAL EQUIPMENT. ~l~~ Capacity of Substation T ~ ~ ~ : ~ ~ ' &  Spare .- 
In Service Transformers Type of Equipment Number of Units Total Capacity No 

(In MVa) 
(In Service) (In MVa) 

(0 (9) (h) (i) ci)  (k) 
14 1 NONE 1 

14 1 NONE 2 
14 1 NONE 3 
20 I NONE 4 
I 4  1 NONE 5 

1 NONE 6 14 
14 I NONE 7 

a 14 1 NONE 
23 1 NONE 9 
45 2 NONE I O  

1 NONE 11 14 
12 1 23 

2 NONE 13 28 
14 20 1 NONE 

14 1 NONE 15 

14 1 NONE 16 
17 13 1 

14 1 NONE 18 

--- ._ - 
I_- 

-- - --- 
.- ---" 

- 
.- 

~ 

-~ NONE 
I.-- - 

- 
- _-- 

I -- 
- NONE -. -.. 
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14 1 
23 1 

14 1 
2 77 

45 2 
37 2 
23 1 

1 23 
23 1 

1 23 
23 1 

13 1 
14 1 
14 1 

14 1 

14 1 
1 23 

23 I 

37 2 
14 1 
14 1 

14 1 

I 

..-- 

II 

---- 

- 

-._ 

-~- 

19 NONE 
NONE 20 

NONE 21 
- NONE 22 

NONE 23 
NONE 24 

NONE 25 
NONE 26 
NONE 27 
NONE 28 
NONE 29 
NONE 30 
NONE 31 

NONE 32 
NONE 33 
NONE 34 

35 NONE 
NONE 36 
NONE 37 

NONE 
NONE 
NONE 

_- 
--I 

_I 

_. 

-~ 

- -- 

- 
_- 



Name of Respondent 
Kentucky Utilities Company 

~ _ _  

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those sewing customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (f). 

Year/Period of Report --I- End of 2008/Q4 
This Report is: 
(1) R A n  Original (Mo, Da, Yr) 
(2) n A  Resubrnission I t  

Date of Report 

-ine 
No. 

- 
1 

Name and Location of Substation 

(a) 
Somerset #3 12KV 
Somerset South 
Springfield - Carnpbellsville 
St. Paul 12KV 
Stanford 12KV 

Stanford North 12KV 
Stonewall 12KV - Lexington 
Sylvania 12KV - Winchester 
Taylorsville - Shelbyville 

- 

_- II_ 

-. 
-- -_I_- - 

2 

- 

VOLTAGE (in MVa) 
Character of Substation 

Primary Secondary Tertiary 
-- (b) (C) (d) (e) 

Distribution * 69.00 12.47 
Distribution 69.00 12.47 
Distribution ' 69.00 12.47 
Distribution ' 69.00 12.47 
Distribution 69.00 12.47 
Distribution 69.00 12.47 
Distribution * 69.00 12.47 
Distribution ' 69.00 12.47 
Distribution" 69.00 12.47 

~ 

3 
4 
5 

- 
- 

Toyota North 
Toyota South 
Trafton Ave. 12KV - Lexington 
Trafton Ave. 4KV - Lexington 
UK Scott 12KV 
UK Medical Center - Lexington 

UK West - Lexington 
Union Underwear - Russell Springs 
Vaksdahl Avenue 12KV 
Verda - Harlan 
Versailtes West I ~ K V  - VeGilles 

-.-_ .-_I__ --- 
- 

-.-- 

_- 
- 

- 

6 
7 
8 

- 
~ 

~ 

Distribution + 138.00 13.20 
Distribution + 138.00 13.20 
Distribution 69.00 12.47 
Distribution + 69.00 4.16 
Distribution * 69.00 12.47 
Distribution * 69.00 12.47 
Distribution * 69.00 13.09 
Distribution 69.00 12.47 
Distribution * 69.00 12.47 
Distribution + 69.00 12 47 
Distilbution * 69.00 12.47 

- 

- ~ _ _ _ _ -  - ~ - ~ I _ _ _ _ _ _ _  

- 
.---.-- _. 

-- 

13 
14 
15 

- 
- 

Distribution * 
Distribution * 
Distribution * 

Distribution * 
Distribution * 
Distribution' 
Distribution 

--_. . 

20 
21 

22 

- 
- 69.00 12.47 

138.00 12.47 
69.00 12.47 
69.00 12.47 
69.00 12.47 
69.00 34.50 
69.00 12.47 

- 
- 

23 
24 
25 

- 
- 

DistributionT 69.00 
I Distribution ' 69.00 

Distribution 69.00 
Distribution * 69.00 

Distribution * 69.00 
Distribution ' 69.00 

69.00 Distribution ' 
Distribution * 69.00 

-___. 

- - ~ _ .  - 

26 

12.47 
13.80 
13.80 
12.47 
12.47 
12 47 
12.47 
12 47 

-_ 
-- 

27 - 
28 __ 
29 

--- 
Wise - Norton 
Woodlawn 12KV 
260 Stations Less Than 10,000 KVA 

30 
31 
32 

- 
- 

- - 
Distribution * 69.00 12.47 
Distribution" 69.00 12.47 

- 

33 

Total Distribution 

34 
35 
36 
37 
38 
39 
40 

- 
- 
- 
- 
- 
- 

1 6 2 ~ 7 . ~ ~  

Versailles Bypass - Versailles 
Viley Road - Lexington 
- - ~ _ -  
Vine Street 12KV - Lexington 
Waitsboro - Somerset 
Warsaw East - Owenton _--- 
West Cliff 34:5KV 

.- West Hickrnan - Lexington 
West High Street 12KV - Lexington 
Westvaco 13.8KV 

-- 

Wickliffe 13.8KV 
Wilson Downing - Lexington 
Williarnsburg South - Wiliiamsburg 
Wllrnore - Versailles 
Winchester industrial 12KV - Winchester 
Winchester WW 12KV 
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-- 
:)is Regirt Is: 

(2) CI]A Resubmission 
n Original 

--I- 
Name of Respondent 
Kentucky Utilities Company 

- -- 
Date of Report 
(MR. Da, Yr) 

Year/Period of Report 
End of 2008/Q4 I t  

-- 
14 

14 

45 
14 
14 
37 
23 
14 

84 
84 
14 
14 

37 
65 

-. 

- 

---- 
- 
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I 

1 NONE 2 
3 1 NONE 
4 NONE 2 

1 NONE 5 
1 NONE 6 

1 NONE 7 

1 NONE 8 
1 NONE 9 

30 3 NONE 

3 NONE 11 
1 NONE 12 
1 NONE 13 

1 NONE 14 

- 
- 
-- - - 

-_l_l--- _.__ 

-_..I--_._- 

- 
..-- 

2 I-- NONE I-a 
28 
14 
14 

23 
45 
39 
14 
14 
14 
21 

23 

-- -_. 

_- 
I 

-- 

-----.- 

28 - 
67 
14 
45 
14 

14 
23 
14 

23 
14 

1596 

__I__.--.- 
~- 

-- 
- 

6865 

- - ~  I - - ~  I 

17 2 
18 1 

1 NONE 19 
20 1 NONE 
21 NONE 2 
22 NONE 1 

1 NONE 23 
1 NONE 24 
1 NONE 25 
1 NONE 26 
1 NONE 27 

L 

NONE 
NONE 

- 
._-- - 

- 
--- -- 

- - 
I - - - - . ~  

-. 

2 NONE 28 
3 NONE 29 

30 1 NONE 
31 2 NONE 

1 NONE 32 
1 NONE 33 
1 NONE 34 

35 1 NONE 
36 1 NONE 

1 NONE 37 

- .-.- 
I_ 

-" 
- -- --._- - 

- 
- 

392 - 
"- 

679 



Name of Respondent 
Kentucky Utilities Company 

1. 
2. 
3. 

.- This Report Is: Date of Report YearIPeriod of Report 
( I )  WAn Original (Mo, Da, Yr) End of 2008JQ4 
(2) n A  Resubmission I 1  

Report below the information called for concerning substations of the respondent as of the end of the year. 
Substations which serve only one industrial or street railway customer should not be listed below. 
Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 

to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in 
column (9. 

2 

3 

VOLTAGE (In MVa) 
Character of Substation 

h e  
No. Name and Location of Substation 

(a I ---- 
1 

* Unattended 

5 
6 
7 

41 I I I I 
- -__- Summary 

Transmission 123 
Distribution 403 

11 

12 
13 

-. - 

--..- l a  
19 
20 
21 

- 
22 I I I-I 

36 

37 
38 

_X. -- 
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.- 

End of 20081'34 (Mo, Da, Yr) 
I I  

This Re ort Is: 
(1) $An Original 
12) T ' l A  Resubmission Kentucky Utilities Company 

- 
Number of Number of CONVERSION APPARATUS AND SPECIAL EQUIPMENT ~i~~ 

Spare Capacity of Substation Transformers 
(In Service) (In MVa) In Service Transformers Type of Equipment Number of Units Total Capacity No. 

1 

2 

3 
4 
5 

6 
7 

8 

9 
I O  

(In MVa) 
(r) (g) (h) - 0 )  6) (k) 

--- -~-- 

_--- 
I. - _ _ . _ . - _ _ _ _ _ _ _ _ _ ~ _  .- 

--_- 
_- 17700 115 18 

---- .--.- --I-. 6865 679 

~ - - - _ ~ ~ _ _ _ _ _ _ -  24565 794 18 

----- 
--.I_ 

11' -- 
12 

13 

14 
. .---- I5 ~. I_- 

16 
17 

18 
19 

20 
21 
22 

23 
24 
25 
26 
27 

28 

29 
30 
31 

32 
33 

34 
35 
36 

- 

- - I 

n- 

_ _ _ ~ ~ -  
-~ --"-.--.1 . - - - . ~  

I_ 

._" ._-_. -. -.__. - 

.- -I 

..I._. 

. - . - ~ - - "  - 

-- -.--,.. 

--- 

- - 

37 -_ 
38 
39 
40 

------______. 

--..-. __--"___---_. ___----- 

-. 
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U . ,  I 1 - - 
-- -.- ___- SUBSTATIONS (Conlinued)-,- ~ 

5. Show in columns (I) ,  (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for 
increasing capacity. 
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by 
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and 

i period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts 
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company. 
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Name of Respondent 

Kentucky Utilities Company 

Page: 426 Line No.: 15 "Column: b __ I 
I 

b c h e d u l e g e :  426 Line No.: 79 Column: b - --I -~ 

I 
bchedule Page: 426 ~ _ _ _ _ _  Line No.: 32 ---- Column: b 7 
(G) Generation I.I__ 

"3 

---'I m g 2 ~ 4 2 6 . 1  Line No.: 13 Column: b _ _ . _ . _ . ~  -- 

2 -mn: -I I_ b I_ 

bchedule Page: 426.2 Line No.: 36 Column: -- b _.-- 

bchedule Page: 426.2 Line No.: 37 Column: b - 

-~ .I.._ . .  
~. chedule Page: 426 -Line No.: 16 Column: b - 

[SG) Generation 

(G) Generation 
phedule Page: 426 Line No.: 20 Column: b 
(G) Generation 

-~-11 l_-ll. 

-I 

m e d u l e  Page: 426.1 Line  NO.:'^ Column: b 
(G) Generation 

[Schedule Page: 426.1 Line No.: 8 Column: b 
(G) Generation 

Fchedule Page: ___I-- 426.f _ _ I ~  Line No.: 9 Columk-b 
( G )  Generation __ 

(G) Generat ion 

(GI Generation 

-_________l.l. 

----- I_..___ 

I_- I--_____ 

~ _ _ 1 _ 1 _  _____- _- 

I..I. - - ~  _l__l_ 

(G) Generation -- - - . ~  ( G )  Generation 
bchedule Page: 426.2 Line No.: 40 Column: b 
Cornrnissi.oned in 2008. 

This Report is: Date of Report YearlPeriod of Report 
(1 ) & An Original (Mo, Da, Yr) 
(2) - A  Resubmission I I  2008/Q4 
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I 
.. 

INDEiX 

. 
Schedule 

Accrued and prepaid taxes ........................................................................ 262-263 
Accumulated Deferred Income Taxes .................................................................... 234 

Accumulated provisions for depreciation of 
272-277 

common utility plant ............................................................................. 356 
utility plant .................................................................................... 219 
utility plant (summary) ...................................................................... 200-201 

from associated companies .................................................................... 256-257 
Allowances ....................................................................................... 228-229 
Amortization 

Advances 

miscell. aneous .................................................................................... 340 

of nuclear fuel .............................................................................. 202-203 
Appropriations of Retained Earnings .............................................................. 118-119 
Associated Companies 

advances from ................................................................................ 256-257 
corporations controlled by respondent .. .......................................................... 103 
control over respondent .......................................................................... 102 
interest on debt to .......................................................................... 256-257 

Attestation ............................................................................................ 1 
Balance sheet 

comparative .................................................................................. 110-11.3 
notes to ..................................................................................... 122-123 

Bonds ............................................................................................ 256-257 
Capital Stock ........................................................................................ 251 

expense .......................................................................................... 254 
premiums ......................................................................................... 252 
reacquired ....................................................................................... 251 
subscribed ....................................................................................... 252 

Cash flows, statement of ......................................................................... 120-121 
Changes 

Construction 
important during year ........................................................................ 108-109 

work in progress - common utility plant .......................................................... 356 

work in progress - other utility departments ................................................. 200-201 

corporations controlled by respondent ............................................................ 103 

work in progress ~ electric ...................................................................... 216 

Control ... 

over respondent .................................................................................. 102 
Corporation 

controlled by .................................................................................... 103 
incorporated ..................................................................................... 101 

CPA . background information on ........................................................................ 1.01 
CPA Certification, this report form .................................................................. i-ii 

FERC FORM NO.l  (ED.12-93) index 1 



INDEX (continued) 

Schedule 
Deferred 

credits. other ................................................................................... 269 
debits, miscellaneous ............................................................................ 233 
income taxes accumulated - accelerated 
amortization property ........................................................................ 272-273 
income taxes accumul.ated - other property .................................................... 274-275 
income taxes accumulated . other ............................................................. 276-277 
income taxes accumulated - pollution control facilities .......................................... 234 

Definitions, this report form ........................................................................ iii 
Depreciation and amortization 

of common utility plant .......................................................................... 356 
of electric plant ................................................................................ 219 

336-137 
Directors ............................................................................................ 105 
Discount - premium on long-term debt ............................................................. 256-257 

Dividend appropriations .......................................................................... 118-119 
Earnings, Retained ............................................................................... 118-119 
Electric energy account .............................................................................. 401 
Expenses 

electric operation and maintenance ........................................................... 320-323 

unamortized debt ................................................................................. 256 
Extraordinary property losses ........................................................................ 230 
Filing requirements, this report form 
General information .................................................................................. 101 
Instructions for filing the FERC Form 1 .............................................................. i-iv 
Generating plant statistics 

Distribution of salaries and wages ............................................................... 354-355 

electric operation and maintenance, summary ...................................................... 323 

hydroelectric (large) ........................................................................ 406-407 
pumped storage (large) ....................................................................... 408-409 
small plants ................................................................................. 410-411 
steam-electric (large) ....................................................................... 402-403 

Hydro-electric generating plant statistics ....................................................... 406-407 
Identification ....................................................................................... 101 

Important changes during year .................................................................... 108-109 
Income 

statement of, by departments ................................................................. 114-117 
statement of, for the year (see also revenues) ............................................... 114-117 
deductions, miscellaneous amortization ........................................................... 340 

deductions. other interest charges ............................................................... 340 
Incorporation information ............................................................................ 101 

deductions, other income deduction ............................................................... 340 

FERC FORM NO . 1 (ED . 12-95) Index 2 



. __. .. -.I_ 

INDEX (continued) 

'Interest 
charges. paid on long-term debt. advances. etc ............................................... 256-257 

nonutility property .............................................................................. 221 
subsidiary companies ......................................................................... 224-225 

Investment tax credits. accumulated deferred ..................................................... 266-267 

List of scheduleti. this report form .................................................................. 2-4 
Long-term debt ................................................................................... 256-257 
Losses-Extraordinary property ........................................................................ 230 
Materials and supplies ............................................................................... 227 

Investments 

L a w .  excerpts applicable to this report form .......................................................... iv 

Miscel. laneous general expenses ....................................................................... 335 
Notes 

to balance sheet ............................................................................. 122-123 
to statement of changes in financial position ................................................ 122-123 
to statement of income ....................................................................... 122-123 
to statement of retained earnings ............................................................ 122-123 

Nonutility property .................................................................................. 221 
Nuclear fuel materials ........................................................................... 202-203 

Offkers and officers' salaries ...................................................................... 104 
Operating 

expenses-electric ............................................................................ 320-323 
expenses-electric (summary) ...................................................................... 323 

paid-in capi.tal .................................................................................. 253 
donations received from stockholders ............................................................. 253 
gains on resale or cancellation of reacquired 
capital . stock .................................................................................... 253 
miscellaneous paid-in capital ..................................................................... 253 

regulatory assets ................................................................................ 232 
regulatory liabilities ........................................................................... 278 

Peaks. monthly. and output ........................................................................... 401 
Plant. Common utility 

accumulated provision for depreciation ........................................................... 356 
acquisi.tion adjustments .......................................................................... 356 

Nuclear generating plant. statistic5 ............................................................. 402-403 

Other 

reduction in par or stated value of capital stock ................................................ 253 

allocated to utili.ty departments ................................................................. 356 
compl.eted construction not classified ............................................................ 356 
construction work in progress .................................................................... 356 
expenses ......................................................................................... 356 
held €or future use .............................................................................. 356 
in service ....................................................................................... 356 
leased to others ................................................................................. 356 

Plant data .................................................................................... 336-337 
401-429 

FERC FORM NO.l (ED.12-95) Index 3 



.- __I____ . 
INDEX (continued) 

Schedule Pane No: 

~- ... 

Plant . electric 
accumulated provision for depreciation ........................................................... 219 
construction work in progress .................................................................... 216 
held for future use .............................................................................. 214 

i.n service ................................................................................... 204-207 
leased to others ................................................................................. 213 

Plant - utility and accumulated provisions for depreciation 
amorti.zation and depletion (summary) ............................................................. 201 

Pollution control facilities, accumulated deferred 
income taxes ..................................................................................... 234 

Power Exchanges .................................................................................. 326-327 

Premium and discount on long-term debt .................................. 
Premium on capital stock ................................................ 
Prepaid taxes ........................................................... 
Property - losses, extraordinary ........................................ 
Pumped storage generating plant statistics .............................. 
Purchased power (including power exchanges) ............................. 
Reacquired capital stock ................................................ 
Reacquired long-term debt ............................................... 
Receivers' certificates .................................................. 
Reconciliation of reported net income with taxable income 

from Federal income taxes ......................................... 
Regulatory commission expenses deferred ................................. 

Research, development and demonstration activities ...................... 
Retained Earniags 

amortizati. on reserve Federal ......................................... 
appropriated ........................................................ 

unappropriated ...................................................... 
Revenues - electric operating ........................................... 
Salaries and wages 

directors fees ...................................................... 
di.stribution of ..................................................... 
officers' ........................................................... 

Sal.es of electricity by rate schedules .................................. 
sales - for resale ...................................................... 
salvage . nuclear fuel .................................................. 
Schedules, this report form ............................................. 
Securities 

exchange registration ............................................... 
Statement of Cash Flows ................................................. 
Statement of income for the year ........................................ 
Statement of retained earnings for the year ............................. 

Regul. atory commission expenses.for year ................................. 

statement of, for the year .......................................... 

Steam-electric generating plant statistics .............................. 
Substations ............................................................. 
Supplies - materials and ................................................ 

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

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

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

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

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

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

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

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

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

............. 256 

............. 251 

......... 262-263 

............. 230 

......... 408-409 

......... 326-327 

............. 250 

......... 256-257 

......... 256-257 

............................ 261 

............................ 233 

......................... 350-351 

........................ 352-353 

............................ 119 

........................ 118-119 

........................ 118-119 

........................ 118-119 

........................ 300-301 

............................ 105 

........................ 354-355 

............................ 104 

............................ 304 

........................ 310-311 

........................ 202-203 

............................ 2-4 

........................ 250-251 

........................ 120-121 

........................ 114-117 

........................ 118-119 

........................ 402-403 

............................ 426 

............................ 227 
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IN REX (con t inue?ii'- 
. -.__ ~ ~~ 

Schedule Paue No . .- 
Taxes 

accrued and prepaid ......................................................................... 262-263 
charged during year ......................................................................... 262-263 
on income. deferred and accumulated ............................................................. 234 

reconciliation of net income with taxable 
Transformers. line . electric ................ 
Transmission 

lines added during year .................. 
lines statistics ......................... 
of electricity €or others ................ 
of electricity by others ................. 

Unamortized 

272 -277 
ncome €or ............................................ 261 
...................................................... 429 

.................................................. 424-425 

.................................................. 422-423 

.................................................. 328-330 

...................................................... 332 

debt discount ............................................................................... 256-257 
debt expense ................................................................................ 256-257 
premium on debt ............................................................................. 256-257 

Unrecovered Plant and Regulatory Study Costs ........................................................ 230 
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Kentucky Utilities Company 
Case No. 2009-00548 

Historical Test Period Filing Requirements 

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

Sponsoring Witness: Shannon L. Charnas 

Description of Filing Requirement: 

A summary of the utility's latest depreciation study with schedules by major 
plant  accounts, except that telecommunications utilities that have adopted 
the commission's average depreciation rates shall provide a schedule that 
identifies the current and test period depreciation rates used by major plant  
accounts. I f  the required information has been f i l e d  in  another commission 
case a reference to  that case's number and style will  be sufficient. 

Response: 

On December 28, 2007, the Company filed with the Commission an application filing a new 
depreciation study (with schedules by major plant accounts) and accompanying testimony in 
Case No. 2007-00565, In the Matter oy? Application of Kentucky Utilities Company to File 
Depreciation Study. On July 29, 2008, the Company filed with the Commission an 
application for an adjustment of base rates in Case No. 2008-00251, In the Matter 08 
Application of Kentucky Utilities Company for an Adjustment of its Base Rates. By order 
dated August 22, 2008, the Commission consolidated Case No. 2007-00565 and Case No. 
2008-00251. The cases were settled and the Commission approved the settlement by order 
dated February 5, 2009, with the settlement agreement attached. Exhibit 7 to the settlement 
agreement is a schedule of the Company's depreciation rates to which the parties agreed and 
which the Commission approved. 

On August 7, 2009, the Company and L,ouisville Gas and Electric Company filed a joint 
application far approval of depreciation rates for their Trimble County Unit 2 generating 
station. Case No. 2009-00329, In the Matter of The Joint Application of Kentucky Utilities 
Company and Louisville Gas and Electric Company for Approval of Depreciation Rates for 
Trimble County Unit 2. The proposed rates are set forth in a letter attached to the application 
in Case No. 2009-00329 as Exhibit 1. By interim order dated December 23, 2009, the 
Commission approved, on an interim basis, the depreciation rates proposed by the Company 
and Louisville Gas and Electric Company. Case No. 2009-00329 is still pending. 





Kentucky Utilities Company 
Case No. 2009-00548 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5:OOl Section 10(6)(0) 

Sponsoring Witness: Valerie L. Scott 

Description of Filing Requirement: 

A l ist  of all commercially available or in-house developed computer 
software, programs, and models used in the development of the schedules and 
work papers  associated with the f i l ing  of the utility's application. This list 
shall include each software, program, or model; what the software, program, 
or model was used f o r ;  identify the supplier of each software, program, or 
model; a brief  description of the software, program, or model; the 
specifications f o r  the computer hardware and the operating system required 
to  run the program. 

Response: 

See attached. 
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Kentucky Utilities Company 
Case No. 2009-00548 

Historical Test Period Filing Requirements 

Filing Requirement 
807 KAR 5 : O O l  Section 10(6)(p) 

Sponsoring Witness: S. Bradford Rives 

Description of  Filing Requirement: 

Prospectuses of the most recent stock or bond offerings. 

Response: 

See attached. 





NOT A NEW ISSUE BOOK-ENTRY ONLY 
On February 2.3, 2007 and October I?, 2008, the dates on which the Bonds were originally issued, Bond Counsel delirvred its opinions tliar stated 
that, subject to tlie condilioris and exceprions set forth under the caption “Tar Featmerit,” under then current law, interest on each series of Bonds 
would be excludable from the gross income of the recipients thereof for federal income tar purposes, except that no opinion was expressed regarding 
such exclusion from gross income with respecr to any Bond during any period in which it is held by a ‘kubstantial user”or a “rehted person” oftlie 
related Project as such tenns are used in Section 147(a) of tlie Intenial Revenue Code of 1986, as amended (the  code'^. Iriteresi on each seties of 
Bonds will be an ileni of tax preference in detennining alternative minimum taxable income for individuals and corporations under the Code. Sucli 
interest may be subject to certain federal income taws imposed on certain corporations, including imposition oftlie branch profirs tar on a portion 
of such interest. Bond Counsel was further of the opinion that interest on each series of Bonds would be excludable from the gross income of [lie 
recipients thereof for Kentucky income tax purposes and that, under then current law, the principal of each series of Bonds would be aempt from 
ad valorem tuxes in Kentucky Such opinions have not been updated as of the date hereof and no continuing tax exemption opinions are expressed 
by Bond Counsel. Howewer; in connection with the conversion of the interest rate mode on each series of Bond to the Weekly Rate, as described in 
thir Reoffering Circulac Bond Counsel will deliver its opinions to the effect thnt the conversion of the interest rate on each series of Bonds and the 
deliwry ora letter of credit (0) is au/horized or permitted by the Act and the reluted Indenture and (b) will not adver.sely affect the validity of the 
Bonds or any exclusion of the interest thereon from the gross income of the owners of the Bonds for federal income tar purposes. See “Tax 
T~eatrnent ” in this ReofJiering Circular: 

$54,000,000 $77,947,405 
County of Carroll, Kentucky 

Environmental Facilities Revenue 
Refunding Bonds, 2006 Series B 

(Kentucky Utilities Company Project) 
Due: October 1, 2034 

County of Carroll, Kentucky 
Environmental Facilities Revenue Bonds 

2008 Series A 
(Kentucky Utilities Company Project) 

Due: February 1, 2032 
Conversion Date: December 19, 2008 

The Bonds of each series (individually, the “2006 Series B Bonds” and the “2008 Series A Bonds” and, collectively, the “Bonds”) are 
special and limited obligations of the County of Carroll, Kentucky (the “Issuer”), payable by the Issuer solely from and secured by payments 
to be received by the Issuer pursuant to separate Loan Agreements with 

Kentucky Utilities Company 
(the “Company”), except as payable from proceeds of such Bonds or investment earnings thereon. The Bonds do not constitute general 
obligations of the Issuer 01 a charge against the general credit or taxing powers thereof or of the Commonwealth of Kentucky or any other 
political subdivision of Kentucky. 171e Bonds will not be entitled to the benefits of any financial guaranty insurance policies. 

The 2006 Series B Bonds were originally issued on February 23, 2007 and the 2008 Series A Bonds were originally issued o n  
October 17, 2008, each as  a separate series. The 2006 Series B Bonds currently bear interest at a Dutch Auction Rate, and the 2008 Series A 
Bonds currently bear interest at a Flexible Rate. Pursuant to the Indentures under which the Bonds were issued, the Company has elected to 
convert the interest rate mode on each of the 2006 Series B Bonds and the 2008 Series A Bonds to a Weekly Rate, effective as of 
December 19,2008 (the “Conversion Date”). The Bonds are subject to mandatory purchase on the Conversion Date and are being reoffered 
hereby. Banc of America Securities LLC will serve a s  the Remarketing Agent for the Bonds. 

From and after the Conversion Date through December 18, 2009 (the Letter of Credit (as defined below) expiration date, subject to 
extension 01 earlier termination), payment of the principnl of and interest on the Bonds when due will be paid with funds drawn under an 
irrevocable transferable direct pay letter of credit (the “Letter of Credit”) issued by 

COMMERZBANK AG, NEW YORK BRANCH 
The Letter of Credit will permit the Trustee to draw with respect to the Bonds up to an amount sufficient to pay (i) the principal 

thereof (or that portion of the purchase price corresponding to principal) plus (ii) interest thereon (or that portion of the purchase price 
corresponding to interest) at an assumed rate of 15% per annum for at least 45 days. 

From the Conversion Date, each series of Bonds will bear interest at a Weekly Rate, tletermined by the Remarketing Agent in 
accordance with the applicable Indenture, payable on the first Business Day of each calendar month, commencing on January 2, 2009. The 
interest rate period, interest rate and lntcrest Rate Mode for each series of Bonds will be subject to change under certain conditions, as 
described in this Reoffering Circular. The Bonds of each series are subject to optional redemption, exlraortlinary optional redemption, in 
whole or in part, and mandatory redemption following a determination of taxability prior to maturity, as described in this Reoffering 
Circular. The Bonds of each series are subject to mandatory purchase on any date on which the Bonds are converted to a different Interest 
Rate Mode and upon the expiration of the L.etter of Credit o r  any Alternate Credit Facility. 

The Bonds of each series are separate series, and the sale and delivery of one series is not dependent on the sale and delivery of any 
other series. 

The Bonds are registered in the name of Cede & Co., as registered owner and nominee for The Depository Trust Company (“DTC”), 
New York, New York. DTC will act as securities depository. Except as described herein, purchases of beneficial ownership interests in the 
Bonds will be made in book-entry-only form in denominations of $100,000 and multiples thereof; provided that one 2008 Series A Bond may 
be in the denomination of, or include an additional, $47,405. Purchasers will not receive certificates representing their beneficial interests in 
the Bonds. See the information contained under the caption “Summary of the Bonds-Book-Entry-Only System’’ below. The principal of, 
premium, if any, and interest on the Bonds will be paid by Deutsche Bank Trust Company Americas, as Trustee, to Cede & Co., as long as 
Cede & Co. is the registered owner of the Bonds. Disbursement of such payments to the DTC Participants is the responsibility of DTC, and 
disbursement of such payments to the purchasers of beneficial ownership interests is the responsibility of DTC’s Direct and Indirect 
Participants, as described below. 

PRICE: 100% 
The Bonds ure reoffered subject to prior sale, withdrawal or niodification of the offer without notice (provided, howeveer; that any such notice of 
witlidrawal must be given on the Business Day prior to tlie Conversion Date) and to the approval of legality by Sroll Keenon Ogden PL,L.C, 
Loitisvillc, Kentitcky, as Bond Counsel and upon satisfaction of certain conditions. Certain legal matters will be passed upon for the Company by 
its counsel, Jones Dav, Chicago, Illinois, arid John R. McCall, Esy., Euecutive Vice President, General Counsel, Corporate Secretary and Chief 
Compliance Officer of the Company, for the Issuer. bv its County Attorney, arid for the Remarketing Agent by its counsel, Winston & Strawn L.LR 
Chicngo, Illin~ii~~. I t  is expected that the Bonds will be available for redeliwiy to DTC in New York, New York on or about December 19, 2008. 

Dated: December 11, 2008 

- - 
- -- 

Banc of America Securities LLC 



No dealer, broker, salesman or other person has been authorized by the Issuer, the 
Company or the Remarketing Agent to give any information or to make any representation with 
respect to the Bonds, other than those contained in this Reoffering Circular, and, if given or 
made, such other information or representation must not be relied upon as having been 
authorized by any of the foregoing. The Remarketing Agent has provided the following sentence 
for inclusion in this Reoffering Circular. The Remarketing Agent has reviewed the information 
in this Reoffering Circular in accordance with, and as part of, its responsibilities to investors 
under the federal securities laws as applied to the facts and circumstances of this transaction, but 
the Remarketing Agent does not guarantee the accuracy or completeness of such information. 
The information and expressions of opinion herein are subject to change without notice and 
neither the delivery of this Reoffering Circular nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the parties 
referred to above since the date hereof. The information set forth herein with respect to the 
Issuer has been obtained from the Issuer, and all other information has been obtained from the 
Company and from other sources that are believed to be reliable, but it is not guaranteed as to 
accuracy or completeness by, and is not to be construed as a representation by, the Remarketing 
Agent. 

In connection with the reoffering of the Bonds, the Remarketing Agent may over-allot or 
effect transactions which stabilize or maintain the market prices of the Bonds at levels above 
those that might otherwise prevail in the open market. Such stabilizing, if commenced, may be 
discontinued at any time. 

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR 
OWN EXAMINATION OF THE TERMS OF THE REOFFERING, INCLUDING THE 
MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN 
RECOMMENDED BY ANY FEDERAL, OR STATE SECURITIES COMMISSION OR 
REGULATORY AUTHORITY. FTJRTHERMORE, THE FOREGOING AIJTHORITIES 
HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQTJACY OF 
THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL 
OFFENSE. 
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$54,000,000 $77,947,405 
County of Carroll, Kentucky 

Environmental Facilities Revenue 
Refunding Bonds, 2006 Series B 

(Kentucky Utilities Company Project) 
Due: October 1,2034 

County of Carroll, Kentucky 
Environmental Facilities Revenue Bonds 

2008 Series A 
(Kentucky Utilities Company Project) 

Due: February 1,2032 

Introductory Statement 

This Reoffering Circular, including the cover page and appendices, is provided to furnish 
information in connection with the reoffering by the County of Carroll, Kentucky (the “Issuer”) 
of its (i) Environmental Facilities Revenue Refunding Bonds, 2006 Series B (Kentucky Utilities 
Company Project, in the aggregate principal amount of $54,000,000 (the “2006 Series B 
Bonds”), issued pursuant to an Indenture of Trust dated as of October 1 ,  2006 (the “2006 Series 
B Indenture”) between the Issuer and Deutsche Bank Trust Company Americas (the “2006 
Series B Trustee”), as Trustee, Paying Agent and Bond Registrar, as the same has been amended 
and restated as of September 1, 2008, and (ii) Environmental Facilities Revenue Bonds, 2008 
Series A (Kentucky Utilities Company Project), in the aggregate principal amount of 
$77,947,405 (the “Bonds’y) issued pursuant to an Indenture of Trust dated as of August I ,  2008 
(the “2008 Series A Indenture” and, collectively with the 2006 Series B Indenture, the 
“Indenturesyy) between the Issuer and Deutsche Bank Trust Company Americas (the “2008 Series 
A Trustee” and, collectively with the 2006 Series B Trustee, the “Trustee”), as Trustee, Paying 
Agent and Bond Registrar. 

Pursuant to separate L,oan Agreements by and between Kentucky Utilities Company (the 
“Company”) and the Issuer, dated as of October 1, 2006 (as the same have been amended and 
restated as of September 1, 2008 pursuant to an ordinance of the Issuer adopted October 28, 
2008), with respect to the 2006 Series B Bonds (the “2006 Series B Loan Agreement”), and 
August 1 , 2008 (pursuant to an ordinance of the Issuer adopted September 23,2008) with respect 
to the 2008 Series A Bonds (the “2008 Series A Laan Agreement” and, collectively with the 
2006 Series B Loan Agreement, the “Loan Agreements”), proceeds from the sale of the Bonds, 
other than accrued interest, if any, paid by the initial purchasers thereof, were loaned by the 
Issuer to the Company. The Laan Agreements are separate undertakings by and between the 
Company and the Issuer. 

The Company will continue to repay the loans under the 2006 Series B Loan Agreement 
and the 2008 Series A Loan Agreement by making payments to the applicable Trustee in 
sufficient amounts to pay the principal of and interest and any premium on, and purchase price 
of, the applicable series of Bonds. See “Summary of the Loan Agreement - General.” 
Pursuant to the applicable Indenture, the Issuer’s rights under the applicable Loan Agreement 
(other than with respect to certain indemnification and expense payments and notification rights) 
were assigned to the applicable Trustee as security for the applicable series of Bonds. 

The proceeds of the 2006 Series B Bonds were applied to pay and discharge all of the 
$54,000,000 outstanding principal amount of County of Carroll, Kentucky, Collateralized Solid 



Waste Disposal Facilities Revenue Bonds (Kentucky IJtilities Company Project) 1994 Series A,” 
dated November 23, 1994, previously issued by the Issuer to finance certain solid waste disposal 
facilities owned by the Company (the “2006 Series B Project”). The proceeds of the 2008 
Series A Bonds were applied to (i) finance the acquisition, construction, installation and 
equipping of certain solid waste disposal facilities owned by the Company in the amount of 
$18,026,265 and (ii) pay and discharge all of the $13,266,950 outstanding principal amount of 
County of Carroll, Kentucky, Environmental Facilities Revenue Bonds, 2005 Series A 
(Kentucky Utilities Company Project), $13,266,950 outstanding principal amount of County of 
Carroll, Kentucky, Environmental Facilities Revenue Bonds, 2005 Series B (Kentucky Utilities 
Company Project), $16,693,620 outstanding principal amount of County of Carroll, Kentucky, 
Environmental Facilities Revenue Bonds, 2006 Series A (Kentucky Utilities Company Project) 
and $16,693,620 outstanding principal amount of County of Carroll, Kentucky, Environmental 
Facilities Revenue Bonds, 2006 Series C (Kentucky Utilities Company Praject), all previously 
issued by the Issuer to finance certain solid waste disposal facilities (collectively, the “2008 
Series A Project”) owned by the Company. For information regarding the Project, see “The 
Project.” 

The Company is an operating subsidiary of E.ON U.S. LLC (formerly known as LG&E 
Energy LLC) and E.ON AG (the “Parents”). See “Appendix A - Kentucky Utilities Company 
- Financial Statements and Additional Information.” The Parents have no obligation to make 
any payments due under the Loan Agreements or any other payments of principal, interest, 
premium or purchase price of the Bonds. 

The Bonds are being converted to bear interest at a Weekly Rate, but may be 
subsequently converted again to bear interest at a Daily Rate, a Weekly Rate, a Flexible Rate, a 
Semi-Annual Rate, an Annual Rate, a Long Term Rate or with respect to the 2006 Series B 
Bonds, a Dutch Auction Rate. This Reoffering Circular pertains only to the Bonds during 
such period of time that they bear interest at the Weekly Rate. 

The Bonds are special and limited obligations of the Issuer, and the Issuer’s obligation to 
pay the principal of and interest and any premium on, and purchase price of, each series of the 
Bonds is limited solely to the revenues and other amounts received by the applicable Trustee 
under the applicable Indenture pursuant to the applicable Loan Agreement (and the applicable 
Letter of Credit (as defined below). The Bonds do not constitute an indebtedness, general 
obligation or pledge of the faith and credit or taxing power of the Issuer, the Commonwealth of 
Kentucky or any political subdivision thereof. The Bonds are not entitled to the benefits of any 
financial guaranty insurance policies. 

Concurrently with, and as a condition to, the conversion and reoffering of the Bonds, the 
Company will cause to be delivered separate irrevocable transferable direct pay letters of credit 
(the “Letters of Credit”) with respect to each of the 2006 Series B Bonds and the 2008 Series A 
Bonds, issued by Commerzbank AG, New York Branch (the “Bank”), to provide for the timely 
payment of principal of and accrued interest (calculated for at least 45 days at the maximum rate 
of 15% per annum) on, and purchase price of, the Bonds. The Company will be required to 
reimburse the Bank for all amounts drawn by the Trustee under the Letters of Credit pursuant to 
the terms of separate Reimbursement Agreements, to be dated as of December 19, 2008 
(collectively, the “Reimbursement Agreement”), with respect to each of the 2006 Series B Bonds 
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and the 2008 Series A Bonds, between the Company and the Bank. Each Letter of Credit will 
expire on December 18,2009, unless extended or earlier terminated. 

Upon expiration of a Letter of Credit or any Alternate Credit Facility, the related series of 
Bonds will be subject to mandatory tender for purchase. See “Summary of the Bonds - 
Mandatory Purchases of Bonds - Mandatory Purchase upon Delivery, Cancellation, 
Substitution, Extension, Termination or Expiration of Any Credit Facility or Replacement with 
an Alternate Credit Facility.” As used in this Reoffering Circular, “Bank” or “Credit Facility 
Issuer” refers to the Bank as the issuer of the applicable Letter of Credit and any other issuer of 
any Alternate Credit Facility delivered in accordance with the applicable Indenture; “Letter of 
Credit” or “Credit Facility” means the applicable I.,etter of Credit delivered under the applicable 
Indenture and, as applicable, any Alternate Credit Facility which may be subsequently delivered 
in accordance with such Indenture; and “Reimbursement Agreement” refers to the applicable 
initial Reimbursement Agreement under which the related Letter of Credit is provided and any 
subsequent agreement entered into between the Company and any other party in connection with 
the delivery of any Alternate Credit Facility. 

Banc of America Securities LLC will be appointed under the Indentures to serve as 
Remarketing Agent for the Bonds. Any Remarketing Agent may resign or be removed and a 
successor Remarketing Agent may be appointed in accordance with the terms of the applicable 
Indenture and the applicable Remarketing Agreement for the Bonds between such Remarketing 
Agent and the Company. 

Brief descriptions of the Company, the Issuer, the Bonds, the Loan Agreements, the 
Indentures, the L,etters of Credit and the Reimbursement Agreements are included in this 
Reoffering Circular. Appendix A to this Reoffering Circular has been furnished by the 
Company. The Issuer and Bond Counsel assume no responsibility for the accuracy or 
completeness of such Appendix A or such information. Appendix B to this Reoffering Circular 
contains the opinions of Bond Counsel delivered on the dates on which each series of the Bonds 
were initially issued, and the proposed forms of opinions of Bond Counsel to be delivered in 
connection with the conversion of each series of the Bonds to the Weekly Rate. Appendix C to 
this Reoffering Circular contains information about the Bank. The Issuer and Bond Counsel 
assume no responsibility for the accuracy or completeness of such Appendix C or such 
information. Such descriptions and information do not purport to be complete, comprehensive or 
definitive and are not to be construed as a representation or a guaranty of accuracy or 
completeness. AI1 references herein to the documents are qualified in their entirety by reference 
to such documents, and references herein to a series of Bonds are qualified in their entirety by 
reference to the definitive form thereof included in the applicable Indenture. Copies of the Loan 
Agreements, the Indentures, the Letters of Credit and the Reimbursement Agreements will be 
available for inspection at the principal corporate trust office of the Trustee party thereto. 
Certain information relating to The Depository Trust Company (“DTC”) and the book-entry-only 
system has been furnished by DTC. All statements herein are qualified in their entirety by 
reference to each such document and, with respect to the enforceability of certain rights and 
remedies, to laws and principles of equity relating to or affecting generally the enforcement of 
creditors’ rights. 
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The Projects 

2006 Series B Project 

The 2006 Series B Project has been completed, placed in operation and is the property of 
the Company and consists of certain solid waste disposal facilities at the Company’s Ghent 
Generating Station located in Carroll County, Kentucky for the collection, storage, treatment 
processing and final disposal of solid wastes. 

2008 Series A Project 

The 2008 Series A Project consists of the Construction Project and the Refunding Project. 

Construction, Project. The “Construction Project” consists of certain solid waste disposal 
facilities at the Company’s Ghent Generating Station, Unit 1 , located in Carroll County, 
Kentucky for the collection, storage, treatment and final disposal of solid wastes (“Ghent 
Generating Station”). The Company has begun construction and fabrication of the Construction 
Project. The Kentucky Public Service Commission has issued a Certificate of Convenience and 
Necessity (“CCNyy) that authorizes construction of the Construction Project. When constructed, 
the Construction Project will be the property of the Company. 

Refundinn Proiect. The “Refunding Project” consists of certain solid waste disposal 
facilities at the Ghent Generating Station for the collection, storage, treatment and final disposal 
of solid wastes. The Refunding Project has been completed, placed in operation and Completion 
Certificates in respect thereof have been issued, The Refunding Project has and will contribute 
to the collection, storage, treatment, processing and final dispasal of solid wastes. 

Separate Series 

The 2006 Series B Bonds and the 2008 Series A Bonds are separate series and optional or 
mandatary redemption of any series may be made in the manner described below without the 
redemption of the other series. Similarly, a default under one of the series of Bonds or one of the 
Loan Agreements will not necessarily constitute a default under the other series of Bonds or 
Loan Agreements. Each series of Bonds can bear interest at an Interest Rate Mode different 
from the Interest Rate Mode borne by the other series of Bonds. Unless specifically otherwise 
noted, any discussion herein and under the captions “Summary of the Bonds,” “The Letter of 
Credit,” “Security; Limitation of Liens,” “Summary of the Loan Agreement,” “Summary of the 
Indenture,” “Enforceability of Remedies” and “Tax Treatment” applies equally, but separately, 
to the 2006 Series B Bonds and the 2008 Series A Bonds. 

As used herein under such captions with respect to the 2006 Series B Bonds, the term 
“Project” shall mean the 2006 Series B Project, the term “Bonds” shall mean the 2006 Series B 
Bands, the term “L,oan Agreement” shall mean the 2006 Series B Loan Agreement pursuant to 
which the Issuer loaned the proceeds from the sale of the 2006 Series B Bands to the Company, 
the term “Indenture” shall mean the 2006 Series B Indenture, the term “Remarketing Agent” 
shall mean Banc of America Securities LL,C, the terms “Trustee” and “Tender Agent” shall mean 
the 2006 Series B Trustee and the term “Letter of Credit” shall mean the L,etter of Credit 
delivered to the 2006 Series B Trustee. 
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As used herein under such captions with respect to the 2008 Series A Bonds, the term 
“Project” shall mean the 2008 Series A Project, the term “Bonds” shall mean the 2008 Series A 
Bonds, the term “Loan Agreement” shall mean the 2008 Series A Loan Agreement pursuant to 
which the Issuer loaned the proceeds from the sale of the 2008 Series A Bonds to the Company, 
the term “Indenture” shall mean the 2008 Series A Indenture, the term “Remarketing Agent” 
shall mean Banc of America Securities LLC, the terms “Trustee” and “Tender Agent” shall mean 
the 2008 Series A Trustee and the term “Letter of Credit” shall mean the Letter of Credit 
delivered to the 2008 Series A Trustee. 

The Issuer 

The Issuer is a public body corporate and politic duly created and existing as a county 
and political subdivision under the Constitution and laws of the Commonwealth of Kentucky. 
The Issuer is authorized by Sections 103.200 to 103.285, inclusive, of the Kentucky Revised 
Statutes (collectively, the “Act”) to (a) convert and reaffer the Bonds and (b) amend and restate 
and continue to perform its obligations under the Loan Agreement and the Indenture. The Issuer, 
through its legislative body, the Fiscal Court, has adopted one or more ordinances authorizing the 
issuance of the Bonds and the execution and delivery of the related documents. 

THE BONDS ARE SPECIAL AND LIMITED OBLIGATIONS PAYABLE SOLELY 
AND ONLY FROM CERTAIN SOIJRCES, INCLUDING AMOUNTS TO BE RECEIVED BY 
THE TRIJSTEE FROM THE APPLICABLE LETTER OF CREDIT AND BY OR ON 
BEHALF OF THE ISSUER UNDER THE APPLICABLE LOAN AGREEMENT. THE 
BONDS DO NOT CONSTITUTE AN INDEBTEDNESS, GENERAL OBLIGATION OR 
PLEDGE OF THE FAITH AND CREDIT OR TAXING POWER OF THE ISSUER, THE 
COMMONWEAL,TH OF KENTUCKY OR ANY POLITICAL SUBDIVISION THEREOF, 
AND DO NOT GIVE RISE TO A PECUNIARY LIABILITY OF THE ISSUER OR A 
CHARGE AGAINST ITS GENERAL, CREDIT OR TAXING POWERS. 

Summary of the Bonds 

Although each series of Bonds is an entirely separate issue and has been issued under a 
separate Indenture, each Indenture contains substantially the same terms and provisions except 
as otherwise noted below. 

General 

The Bonds will be issued in the aggregate principal amounts set forth on the cover page 
of this Reoffering Circular. The 2006 Series B Bonds will mature on October 1,2034. The 2008 
Series A Bonds will mature on February 1 ,  2032. The Bonds are also subject to optional 
redemption, extraordinary optional redemption, in whole or in part, and mandatory redemption 
prior to maturity as described in this Reoffering Circular. 

The 2006 Series B Bonds currently bear interest at a Dutch Auction Rate, and the 2008 
Series A Bonds currently bear interest at a Flexible Rate. Pursuant to the terms and provisions of 
the Indentures summarized below, the Company has exercised its option, effective December 19, 
2008 (the “Conversion Date”), to convert the interest rate on the Bonds to a Weekly Rate. From 
and after the Conversion Date and reoffering of the Bonds, the Bonds will bear interest at a 
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Weekly Rate and will be payable on the first Business Day of each calendar month, commencing 
on January 2, 2009. The Bonds will continue to bear interest at the Weekly Rate until a 
Conversion to another Interest Rate Mode or until the maturity or redemption of the Bonds. The 
permitted Interest Rate Modes for the Bonds are (i) the “Flexible Rate,” (ii) the “Daily Rate,” 
(iii) the “Weekly Rate,” (iv) the “Semi-Annual Rate,” (v) the “Annual Rate,” (vi) the “Long 
Term Rate” and (vii) with respect to the 2006 Series B Bonds, the “Dutch Auction Rate.” 
Changes in the Interest Rate Mode will be effected, and notice of such changes will be given, as 
described below in “-Conversion of Interest Rate Modes and Changes of Long Term Rate 
Periods.” 

During each Rate Period for an Interest Rate Mode (other than the Dutch Auction Rate 
Mode with respect to the 2006 Series B Bonds), the interest rate or rates for the Bonds in that 
Interest Rate Mode, and Flexible Rate Periods for Bonds accruing interest at a Flexible Rate, will 
be determined by the Remarketing Agent in accordance with the Indenture; provided that the 
interest rate or rates borne by any Bonds may not exceed the lesser of (i) the maximum interest 
rate permitted by applicable law or (ii) 15% per annum. With respect to the 2006 Series B 
Bonds, the interest rate for the Bonds that bear interest at a Dutch Auction Rate will be 
determined in accordance with the procedures established pursuant to the Indenture. 

Interest on the Bonds which bear interest at a Flexible Rate, Daily Rate or Weekly Rate 
will be computed on the basis of a year of 365 or 366 days, as appropriate, and paid for the actual 
number of days elapsed. Interest on the Bonds which bear interest at a Semi-Annual Rate, 
Annual Rate or Long Term Rate will be computed on the basis of a 360-day year, consisting of 
twelve 30-day months. With respect to the 2006 Series B Bonds, interest on the Bonds which 
bear interest at a Dutch Auction Rate will be computed on the basis of a 360-day year for the 
actual number of days elapsed. Interest payable on any Interest Payment Date will be payable to 
the registered owner of the Bond as of the Record Date for such payment; provided that in the 
case of Bonds bearing interest at the Flexible Rate, interest will be payable to the registered 
owner of such Bond on the Interest Payment Date therefor. The Record Date, in the case of 
interest accrued at a Daily Rate or Weekly Rate, will be the close of business on the Business 
Day immediately preceding each Interest Payment Date, in the case of interest accrued at a 
Semi-Annual Rate, Annual Rate or L,ong Term Rate, will be the close of business on the fifteenth 
day (whether or not a Business Day) of the month preceding each Interest Payment Date, and 
with respect to the 2006 Series B Bonds, in the case of interest accrued at a Dutch Auction Rate, 
will be the close of business on the second Business Day preceding each Interest Payment Date. 

The Bonds initially will be issued solely in book-entry-only form through DTC (or its 
nominee, Cede & Co.). So long as the Bonds are held in the book-entry-only system, DTC or its 
nominee will be the registered owner or holder of the Bonds for all purposes of the Indenture, the 
Bonds and this Reoffering Circular. See “- Book-Entry-Only System” below. Individual 
purchases of book-entry interests in the Bonds will be made in book-entry-only form in (i) 
denominations of $100,000 or any integral multiple thereof, if bearing interest at the Daily Rate 
or the Weekly Rate, (ii) denominations of $100,000 or any integral multiple of $5,000 in excess 
of $100,000, if bearing interest at Flexible Rates, (iii) denominations of $5,000 and integral 
multiples thereof, if bearing interest at the Semi-Annual Rate, the Annual Rate or the L,ong Term 
Rate, or (iv) with respect to the 2006 Series B Bonds, denominations of $25,000 and integral 
multiples thereof, if bearing interest at a Dutch Auction Rate; provided, that with respect to the 
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2008 Series A Bonds, (i) if such 2008 Series A Bonds bear interest at the Daily Rate or the 
Weekly Rate, one 2008 Series A Bond may be in the denomination of, or include an additional 
$47,405 and (ii) if such 2008 Series A Bonds bear interest at the Semi-Annual Rate, the Annual 
Rate, the Long Term Rate or the Flexible Rate, one 2008 Series A Bond may be in the 
denomination of, or include an additional $2,405. 

Except as otherwise described below for Bonds held in DTC’s book-entry-only system, 
the principal or redemption price of the Bonds is payable at the designated corporate trust office 
in New York, New York, of the Trustee, as paying agent (the “Paying Agent”). Except as 
otherwise described below for Bonds held in DTC’s book-entry-only system, interest on the 
Bonds is payable by check mailed to the owner of record; provided that interest payable on each 
Bond will be payable in immediately available funds by wire transfer within the continental 
United States or by deposit into a bank account maintained with the Trustee or a Paying Agent 
(i) if the Interest Rate Mode is the Daily Rate, the Weekly Rate or the Flexible Rate or, with 
respect to the 2006 Series B Bonds, the Dutch Auction Rate or (ii) at the written request of any 
owner of record holding at least $I,000,000 aggregate principal amount of the Bonds, if the 
Interest Rate Mode is the Semi-Annual Rate, Annual Rate or Long Term Rate, received by the 
Trustee, as bond registrar (the “Bond Registrar”), at least one Business Day prior to any Record 
Date. Except as otherwise described below for Bonds held in DTC’s book-entry-only system, if 
the Interest Rate Mode is the Flexible Rate, interest payable on each Bond will be paid only upon 
presentation and surrender of such Bond. 

Bonds may be transferred or exchanged for an equal total amount of Bonds of other 
authorized denominations upon surrender of such Bonds at the principal office of the Bond 
Registrar, accompanied by a written instrument of transfer or authorization for exchange in form 
and with guaranty of signature satisfactory to the Bond Registrar, duly executed by the registered 
owner or the owner’s duly authorized attorney. Except as provided in the Indenture, the Bond 
Registrar will not be required to register the transfer or exchange of any Bond (i) during the 
fifteen days before any mailing of a notice of redemption of Bonds, (ii) after such Bond has been 
called for redemption or (iii) for which a registered owner has submitted a demand for purchase 
(see “-- Purchases of Bonds on Demand of Owner” below), or which has been purchased (see 
“- Payment of Purchase Price” below). Registration of transfers and exchanges will be made 
without charge to the registered owners of Bonds, except that the Bond Registrar may require 
any registered owner requesting registration of transfer or exchange to pay any required tax or 
governmental charge. 

The Bonds Are Not Insured 

Upon the conversion of the Bonds to a Weekly Rate on the Conversion Date and the 
delivery of the Letter of Credit, the Financial Guaranty Insurance Policy (the “Bond Insurance 
Policy”) issued by Ambac Assurance Corporation ((‘Arnbac’’) with respect to the 2006 Series B 
Bonds on February 23, 2007 will have been irrevocably surrendered and cancelled. The 2008 
Series A Bonds are currently not entitled to the benefits of any financial guaranty insurance 
policy. The Bonds described in this Reoffering Circular are not insured, and holders thereof will 
have no recourse to, under or against any bond insurance policy or bond insurer, including the 
aforementioned Bond Insurance Policy issued by Ambac. 
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Tender Agent 

Owners may tender their Bonds, and in certain circumstances will be required to tender 
their Bonds, to the Tender Agent for purchase at the times and in the manner described herein 
under “- Summary of Certain Provisions of the Bonds,” “- Purchases of Bonds on Demand of 
Owner” and “- Mandatory Purchases of Bonds.” So long as the Bonds are held in DTC’s book- 
entry-only system, the Trustee will act as Tender Agent under the Indenture. Any successor 
Tender Agent appointed pursuant to the Indenture will also be a Paying Agent. 

Remarketing Agent 

Banc of America Securities LLC will act as the Remarketing Agent with respect to the 
Bonds (the “Remarketing Agent”). The Remarketing Agent may resign or be removed and a 
successor Remarketing Agent may be appointed in accordance with the terms of the applicable 
Indenture and the applicable Remarketing Agreement for the Bonds between the Remarketing 
Agent and the Company. 

Special Considerations Relating to the Remarketing Agent 

The RemarketinR ARent is paid by the Company. 

The Remarketing Agent’s responsibilities include determining the interest rate from time 
to time and remarketing Bonds that are optionally or mandatorily tendered by the owners thereof 
(subject, in each case, to the terms of the Remarketing Agreement), all as further described 
herein. The Remarketing Agent is appointed by the Issuer at the request of the Company and 
paid by the Company for its services. As a result, the interests of the Remarketing Agent may 
differ from those of existing holders and potential purchasers of Bonds. 

The RemarketinR Agent routinely purchases bonds- for its own account. 

The Remarketing Agent acts as remarketing agent for a variety of variable rate demand 
obligations and, in its sole discretion, routinely purchases such obligations for its own account in 
order to achieve a successful remarketing of the obligations (Le., because there are otherwise not 
enough buyers to purchase the obligations) or for other reasons. The Remarketing Agent is 
permitted, but not obligated, to purchase tendered Bands for its own account and, if it does so, it 
may cease doing so at any time without notice. The Remarketing Agent may also make a market 
in the Bonds by routinely purchasing and selling Bonds other than in connection with an optional 
or mandatory tender and remarketing. Such purchases and sales may be at or below par. 
However, the Remarketing Agent is not required to make a market in the Bonds. The 
Remarketing Agent may also sell any Bonds it has purchased to one or more affiliated 
investment vehicles for collective ownership or enter into derivative arrangements with affiliates 
or others in order to reduce its exposure to the Bonds. The purchase of Bonds by the 
Remarketing Agent may create the appearance that there is greater third party demand for the 
Bonds in the market than is actually the case. The practices described above also may result in 
fewer Bonds being tendered in a remarketing. 
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Bonds mav be offered at different prices on anv date. 

As more fully described under the caption “- Determination of Interest Rates for 
Interest Rate Modes,” the Remarketing Agent shall determine the minimum rate of interest per 
annum which in the opinion of the Remarketing Agent, would be necessary on and as of such 
day to remarket the Bonds in a secondary market transaction at a price equal to the principal 
amount thereof plus accrued interest thereon, if any, provided that such rate of interest shall not 
exceed 15% per annum. The interest rate will reflect, among other factors, the level of market 
demand for the Bonds (including whether the Remarketing Agent is willing to purchase Bonds 
for its own account). There may or may not be Bonds tendered and remarketed on a day that the 
rate on the Bonds are set, the Remarketing Agent may or may not be able to remarket any Bonds 
tendered for purchase on such date at par and the Remarketing Agent may sell Bonds at varying 
prices to different investors on such date or any other date. The Remarketing Agent is not 
obligated to advise purchasers in a remarketing if it does not have third party buyers for all of the 
Bonds at the remarketing price. In the event the Remarketing Agent owns any Bonds for its own 
account, it may, in its sole discretion in a secondary market transaction outside the tender 
process, offer such Bonds on any date, including the day that the rate on the Bonds are set, at a 
discount to par to some investors. 

The abilitv to sell the Bonds other than through the tender urocess may be limited. 

The Remarketing Agent may buy and sell Bonds other than through the tender 
process. However, it is not obligated to do so and may cease doing so at any time without 
notice and may require holders that wish to tender their’ Bonds to do so through the 
Trustee with appropriate notice. Thus, investors who purchase the Bonds, whether in a 
remarketing or otherwise, should not assume that they will be able to sell their Bonds other 
than by tendering the Bonds in accordance with the tender process. 

Certain Definitions 

As used herein, each of the following terms will have the meaning indicated. 

“Alternate Credit Facility” means an irrevocable letter of credit, a municipal bond 
insurance policy, a surety bond, a line or lines of credit, a guarantee or other similar agreement or 
agreements or any other agreement or agreements used to provide liquidity or credit support for 
the Bonds, satisfactory to the Company and the Remarketing Agent and containing 
administrative provisions reasonably satisfactory to the Trustee, issued and delivered to the 
Trustee in accordance with the Indenture. 

“Annual Rate Period” means the period beginning on, and including, the Conversion 
Date to the Annual Rate and ending on, and including, the day next preceding the second Interest 
Payment Date thereafter, and each successive twelve-month period (or portion thereof) thereafter 
until the day preceding the earlier of the Conversion to a different Interest Rate Mode or the 
maturity of the Bonds. 

“Beneficial Owner” means the person in whose name a Bond is recorded as such by the 
respective systems of DTC and each DTC Participant (as defined herein) or the registered holder 
of such Bond if such Bond is not then registered in the name of Cede & Co. 
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“Business Day” means any day other than a Saturday or Sunday or legal holiday or a day 
on which banking institutions located in the City of New York, New York, or the New York 
Stock Exchange or banking institutions in the city in which the principal office of the Trustee, 
the Bond Registrar, the Tender Agent, the Paying Agent, the Auction Agent with respect to the 
2006 Series B Bonds, the Company, the Credit Facility Issuer or the Remarketing Agent is 
located are authorized by law or executive order to close. 

“Conversion” means any conversion from time to time in accordance with the terms of 
the Indenture of the Bonds from one Interest Rate Mode to another Interest Rate Mode. 

“Conversion Date” means initially the date of original issuance of the Bonds, and 
thereafter means the date on which any Conversion becomes effective. 

“Credit Facility” means an irrevocable direct pay letter of credit or other credit 
enhancement or liquidity support facility, or any combination thereof, delivered to and in favor 
of the Trustee for the benefit of the owners of the Bonds pursuant to the Indenture and 
designated as a “Credit Facility” under the Indenture, and includes the Initial Credit Facility or 
any Alternate Credit Facility delivered to the Trustee pursuant to the Indenture. 

“Credit Facility Issuer” means the Initial Credit Facility Issuer and the issuer of any 
Credit Facility or Alternate Credit Facility subsequently in effect. 

“Daily Rate Period” means the period beginning on, and including, the Conversion Date 
to the Daily Rate and ending on and including the day preceding the next Business Day and each 
period thereafter beginning on and including a Business Day and ending on and including the 
day preceding the next succeeding Business Day until the day preceding the earlier of the 
Conversion to a different Interest Rate Mode or the maturity of the Bonds. 

“Dutch Auction Rate” means, with respect to the 2006 Series B Bonds, the rate of interest 
to be borne by the Bonds during each Dutch Auction Rate Period determined in accordance with 
the 2006 Series B Indenture. 

“Dutch Auction Rate Period” means, with respect to the 2006 Series B Bonds, each 
period during which the 2006 Series B Bonds bear interest at a Dutch Auction Rate. 

“Flexible Rate” means the Interest Rate Mode for the Bonds in which the interest rate for 
each Bond is determined with respect to such Bond during each Flexible Rate Period applicable 
to that Bond, as provided in the Indenture. 

“Flexible Rate Period” means with respect to any Bond, each period (which may be from 
one day to 270 days, or such lower maximum number of days as is then permitted under the 
Indenture) determined for such Bond, as provided in the Indenture. 

“Initial Credit Facility” means the irrevocable direct pay letter of credit issued by the 
Initial Credit Facility Issuer to the Trustee with respect to the Bonds on the Conversion Date. 

“Initial Credit Facility Issuer” means Commerzbank AG, New York. 
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“Interest Payment Date” means (i) if the Interest Rate Mode is the Daily Rate or the 
Weekly Rate, the first Business Day of each calendar month, (ii) if the Interest Rate Mode is the 
Flexible Rate, for each Bond the last day of each Flexible Rate Period for such Bond (or if such 
day is not a Business Day, the next succeeding Business Day), (iii) if the Interest Rate Mode is 
the Semi-Annual Rate, the Annual Rate or the Long Term Rate, June 1 and December 1, and, in 
the case of the L,ong Term Rate, also the Conversion Date or the effective date of a change to a 
new Long Term Rate Period, (iv) with respect to the 2006 Series B Bonds, if the Interest Rate 
Mode is the Dutch Auction Rate Period, the dates determined in accordance with the terms of the 
Indenture or (v) with respect to any Bond, the Conversion Date (including the date of a failed 
Conversion) or the effective date of a change to a new Long Term Rate Period for such Bond. In 
any case, the final Interest Payment Date will be the maturity date of the Bonds. 

“Interest Period” means for all Bonds (or for any Bond if the Interest Rate Mode is the 
Flexible Rate) the period from and including each Interest Payment Date to and including the 
day immediately preceding the next Interest Payment Date, provided, however that the first 
Interest Period for the Bonds will begin on (and include) the date of issuance of the Bonds and 
the final Interest Period will end on September 30, 2034, with respect to the 2006 Series B 
Bonds, or January 3 1 , 2032, with respect to the 2008 Series A Bonds. 

“Interest Rate Mode” means the Flexible Rate, the Daily Rate, the Weekly Rate, the 
Semi-Annual Rate, the Annual Rate, the Long Term Rate for each series of the Bonds and, with 
respect to the 2006 Series B Bonds, the Dutch Auction Rate. 

“Long Term Rate Period” means any period established by the Company as hereinafter 
set forth under “- Determination of Interest Rates for Interest Rate Modes - L,ong Term Rates 
and Long Term Rate Periods” and beginning on, and including, the Conversion Date to the Long 
Term Rate and ending on, and including, the day preceding the last Interest Payment Date for 
such period and, thereafter, each successive period of the same duration as the Long Term Rate 
Period previously established until the day preceding the earliest of the change to a different 
Long Term Rate Period, the Conversion to a different Interest Rate Mode or the maturity of the 
Bonds. 

“Maximum Rate” means the lesser of (i) the maximum interest rate permitted by 
applicable law or (ii) 15%. 

“Prevailing Market Conditions” means, without limitation, the following factors: existing 
short-term or long-term market rates for securities, the interest on which is excluded from gross 
income for federal income tax purposes; indexes of such short-term or long-term rates and the 
existing market supply and demand for securities bearing such short-term or long-term rates; 
existing yield curves for short-term or long-term securities for obligations of credit quality 
comparable to the Bonds, the interest on which is excluded from gross income for federal income 
tax purposes; general economic conditions; industry economic and financial conditions that may 
affect or be relevant to the Bonds; and such other facts, circumstances and conditions as the 
Remarketing Agent, in its sole discretion, determines to be relevant. 

“Purchase Date” means any date on which Bonds are to be purchased on the demand of 
the registered owners thereof or are subject to mandatory purchase as described in the Indenture. 
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“Reimbursement Agreement” means the Reimbursement Agreement, to be dated as of 
December 19,2008, between the Company and the Initial Credit Facility Issuer, as the same may 
be amended from time to time, and any other agreement between the Company and a Credit 
Facility Issuer, setting forth the obligations of the Company to such Credit Facility Issuer arising 
out of any payments under such Credit Facility and which provides that it will be deemed to be a 
Reimbursement Agreement for the purpose of the Indenture. 

“Semi-Annual Rate Period” means any period beginning on, and including, the 
Conversion Date to the Semi-Annual Rate, and ending on, and including, the day preceding the 
first Interest Payment Date thereafter and each successive six-month period thereafter beginning 
on and including an Interest Payment Date and ending on and including the day next preceding 
the next Interest Payment Date until the day preceding the earlier of the Conversion to a different 
Interest Rate Mode or the maturity of the Bonds. 

“Weekly Rate Period’’ means, (i) with respect to the 2006 Series B Bonds, the period 
beginning on, and including the Conversion Date to the Weekly Rate, and ending on, and 
including, the next Thursday, and thereafter the period beginning on, and including any Friday 
and ending on, and including, the earliest of the next Thursday, the day preceding the Conversion 
to a different Interest Rate Mode or the maturity of the Bonds, and (ii) with respect to the 2008 
Series A Bonds, the period beginning on, and including, the Conversion Date to the Weekly 
Rate, and ending on, and including, the next Wednesday, and thereafter the period beginning on, 
and including, any Thursday and ending on, and including, the earliest of the next Wednesday, 
the day preceding the Conversion to a different Interest Rate Mode or the maturity of the Bonds. 

Summary of Certain Provisions of the Bonds 

The following table summarizes, for each of the permitted Interest Rate Modes (except 
the Dutch Auction Rate with respect to the 2006 Series B Bonds): the dates on which interest 
will be paid (Interest Payment Dates); the dates on which each interest rate will be determined 
(Interest Rate Determination Dates); the period of time (Interest Rate Periods) each interest rate 
will be in effect (provided that the initial Interest Rate Period for each Interest Rate Mode may 
begin on a different date from that specified, which date will be the Conversion Date or the date 
of a change in the Long Term Rate, as applicable); the dates on which registered owners may 
tender their Bonds for purchase to the Tender Agent and the notice requirements therefor 
(provided that while the Bonds are held in book-entry-only form, all notices of tender for 
purchase will be given by Beneficial Owners in the manner described below under “Purchases of 
Bonds on Demand of Owner - Notice Required for Purchases”) (Purchase on Demand of 
Owner; Required Notice); the dates on which Bonds are subject to mandatory tender for 
purchase (Mandatory Purchase Dates); the redemption provisions applicable to the Bonds 
(Redemption); the notice requirements for redemption and mandatory tender for purchase 
(Notices of Redemption and Mandatory Purchases); and the manner by which registered owners 
will receive payments of principal, interest, redemption price and purchase price (Manner qf 
Payment). All times stated are New York City time. Provisions relating to the Bonds while they 
bear interest at a Dutch Auction Rate, with respect to the 2006 Series B Bonds, will be 
determined in accordance with auction procedures established at the time of conversion to the 
Dutch Auction Rate. 
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Interest Payment Dates 

Interest Rate 
Determination Dates 

Interest Rate Periods 

Purchase on Demand of. 
Owner; Required Notice 

Mandatory Purchase 
Dates 

Redemption 

Notices of Conversion, 
Redemption and 
Mandatory Purchases' 

Manner of Payment' 

FLEXIBLE RATE 

With respect to any Bond, the last day of 
each Flexible Rate Period (or if such day is 
not a Business Day, the next succeeding 
Business Day). 

For each Bond, not later than 12:OO noon 
on the first day of each Flexible Rate 
Period for such Bond 

For each Bond, each Flexible Rate Period 
will be of a duration designated by the 
Remarketing Agent of one day to 270 days 
(or lower maximum number as specified in 
the Indenture); must end on a day 
immediately preceding a Business Day. 

No purchase on demand of the owner 

Any Conversion Date; and with respect to 
each Bond, on each Interest Payment Date 
for such Bond; and upon delivery, 
cancellation, substitution, extension, 
termination or expiration of any Credit 
Facility or replacement with Alternate 
Credit Facility. 

Optional at par on any Interest Payment 
Date; Extraordinary Optional and 
Mandatory at par, on any Business Day 
(other than extraordinary optional 
redemption as a result of damage, 
destruction or condemnation which will be 
on an Interest Payment Date). 

Not fewer than 15 days (30 days notice of 
Conversion to the Semi-Annual, Annual or 
Long Term Rate) or greater than 45 days. 
No notice of mandatory purchase 
following end of  each Flexible Rate 
Period. 

Principal or redemption price upon 
surrender of  the Bond to the Paying Agent; 
purchase price upon surrender of the Bond 
to the Tender Agent. 

__. 
DAILY RATE 

The first Business Day of each 
calendar month 

Not later than 930 a m  on each 
Business Day. 

From and including each 
Business Day to but not 
including the next Business Day 

Any Business Day; by written or 
telephonic notice, promptly, with 
respect to the 2006 Series B 
Bonds, or immediately, with 
respect to the 2008 Series A 
Bonds, confirmed in writing, to 
the Tender Agent by 1O:OO a.m. 
on such Business Day. 

Any Conversion Date; and upon 
delivery, cancellation, 
substitution, extension, 
termination or expiration of any 
Credit Facility or replacement 
with Alternate Credit Facility 

Optional, Extraordinary Optional 
and Mandatory at par on any 
Business Day 

Not fewer than 15 days (30 days 
notice of Conversion to the 
Semi-Annual, Annual or Long 
Term Rate) or greater than 45 
days 

Principal or redemption price 
upon surrender of  the Bond to 
the Paying Agent; purchase price 
upon surrender of the Bond to 
the Tender Agent. 

- 
WEEKLY RATE 

The first Business Day of each 
calendar month 

Not later than 4:OO p m on the day 
preceding the first day of each 
WeeMy Rate Period or, if not a 
Business Day, on the next preceding 
Business Day 

From and including each Friday to 
and including the following Thursday 
for the 2006 Series B Bonds 

From and including each Thursday to 
and including the following 
Wednesday for the 2008 Series A 
Bonds. 

Any Business Day; by written notice 
to the Tender Agent not later than 
5:OO p m .  on a Business Day at least 
seven days prior to the Purchase Date. 

Any Conversion Date; and upon 
delivery, cancellation, substihltion, 
extension, termination or expiration of 
any Credit Facility or replacement 
with Alternate Credit Facility 

Optional, Extraordinary Optional and 
Mandatory at par on any Business 
Day. 

Not fewer than 1.5 days (30 days 
notice of  Conversion to the 
Semi-Annual, Annual or Long Term 
Rate) or greater than 45 days. 

Principal or redemption price upon 
surrender of the Bond to the Paying 
Agent; purchase price upon surrender 
of the Bond to the Tender Agent. 

--. I__ 

* 
So long as DTC or its nominee is the registered owner of the Bonds, notices of redemption and mandatory purchases shall be sent 

to Cede & Co., payments of  principal, redemption and purchase price of  and interest an the Bonds will be paid through the facilities 
of  DTC and notices of  mandatory purchase may be given not less than five days prior to the Purchase Date. See "- Book-Entry- 
Only System" below. 

13 



SEMI-ANNUAL ANNUAL --I LONG TERM 

Interest Payment Date 

Interest Rate Determination 
Dates 

Interest Rate Periods 

Each June 1 and December 1. Each June I and December 1. Each June 1 and December 1, any 
Conversion Date; and the effective date 
of any change to a new Long Term Rate 
Period. 

Not later than 2:OO p m on the Business Day Not later than 12:OO noon on the Not later than 12.00 noon on the 
preceding the first day of the Semi-Annual Business Day preceding the first Business Day preceding the first day of 
Rate Period day of the Annual Rate Period the Long Term Rate Period. 

Each six-month period from and including Each period from and including the Each period designated by the Company 
each June 1 and December 1 to and including Conversion Date to the Annual of more than one year in duration and 
the day preceding the next Interest Payment Rate to and including the day which is an integral multiple of six 
Date. immediately preceding the second months, fiom and including the first day 

Interest Payment Date thereafter of such period (June 1 and December 1) 
and each successive twelve month to and including the day immediately 
period thereafter. preceding the last Interest Payment Date 

for that period. 

On the final Interest Payment Date for 
the L.ong Term Rate Period; by written 
notice to the Tender Agent on a Bushes! 
Day not later than the fifleenth day prior 
to the Purchase Date 

Purchase on Demand of .  
Owner; Required Notice 

Any Conversion Date; the first Business 
Day after the end of each Long Term 
Rate Period; the effective date of a 
change of  Long Term Rate Period; and 
upon delivery, cancellation, substitution, 
extension, termination or expiration of 
any Credit Facility or replacement with 
Alternate Credit Facility 

Optional at times and prices dependent 
on the length of the Long Term Rate 
Period; Extraordinary Optional and 
Mandatory at par, on any Business Day 

On any Interest Payment Date; by written 
notice to the Tender Agent on any Business 
Day not later than the fifteenth day prior to 
the Purchase Date 

On the final Interest Payment Date 
for the Annual Rate Period; by 
written notice to the Tender Agent 
on any Business Day not later than 
the fifteenth day prior to the 
Purchase Date. 

Mandatory Purchase Dates 

Redemption 

1 
So long as DTC or its nominee is the registered owner of the Bonds, notices of redemption and mandatory purchases shall be sent 

to Cede & Co., payments of principal, redemption and purchase price of  and interest on the Bonds will be paid through the facilities 
of DTC and notices of mandatory purchase may be given not less than five days prior to the Purchase Date. See “- Book-Entry- 
Only System” below. 

Any Conversion Date; the frrst Business Day Any Conversion Date; the first 
after the end of each Semi-Annual Rate Business Day after the end of each 
Period; and upon delivery, cancellation, Annual Rate Period; and upon 
substitution, extension, termination or delivery, cancellation, substitution, 
expiration of any Credit Facility or extension, termination or expiration 
replacement with Alternate Credit Facility. of any Credit Facility or 

replacement with Alternate Credit 
Facility. 

Optional at par on any Interest Payment Date; Optional at par on the final Interest 
Extraordinary Optional and Mandatory at par, Payment Date; Extraordinary 
on any Business Day (other than Optional and Mandatory at par, on 
extraordinary optional redemption as a result any Business Day 
of damage, destruction or condemnation 
which will be on an Interest Payment Date). 
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Notices of Conversion, 
Redempti9n and  Mandatory 
Purchases 

Manner of Payment’ 

Not fewer than 15 days (30 days for notice of Not fewer than 15 days (30 days 
Conversion or redemption) or greater than 45 for notice of Conversion or 
days. redemption) or greater than 45 greater than 45 days. 

days. 

Principal or redemption price upon surrender Principal or redemption price upon Principal or redemption price upon 
of the Bond to the Paying Agent; interest by surrender of the Bond to the Paying surrender of the Bond to the Paying 
check mailed to the registered owners or, Agent; interest by check mailed to Agent; interest by check mailed to the 
upon request of registered owner, of the registered owners or, upon registered owners or, upon request of 
$1,000,000 or more of an individual issue of request of registered owner, of registered owner, of $1,000,000 or more 
Bonds, in immediately available funds; $1,000,000 or more of an of an individual issue of Bonds, in 
purchase price upon surrender of the Bond to individual issue of Bonds, in immediately available fimds; purchase 
the Tender Agent. immediately available funds; price upon surrender of the Bond to the 

purchase price upon surrender of Tender Agent. 
the Bond to the Tender Agent 

Not fewer than 15 days (30 days for 
notice of Conversion or redemption) or 



Determination of Interest Rates for Interest Rate Modes 

Daily Rate. If the Interest Rate Mode for the Bonds is the Daily Rate, the interest rate on 
the Bonds for any Business Day will be the rate established by the Remarketing Agent no later 
than 9:3O a.m. (New York City time) on each Business Day as the minimum rate of interest 
necessary, in the judgment of the Remarketing Agent taking into account then Prevailing Market 
Conditions, to enable the Remarketing Agent to sell the Bonds on such Business Day at a price 
equal to the principal amount thereof, plus accrued interest, if any, thereon. For any day which is 
not a Business Day or if the Remarketing Agent does not give notice of a change in the interest 
rate, the interest rate on the Bonds will be the interest rate in effect for the immediately preceding 
Business Day. 

Wee& Rate. If the Interest Rate Mode for the Bonds is the Weekly Rate, the interest rate 
on the Bonds for a particular Weekly Rate Period will be the rate established by the Remarketing 
Agent no later than 4:00 p.m. (New York City time) on the day preceding such Weekly Rate 
Period or, if such day is not a Business Day, on the next preceding Business Day, as the 
minimum rate of interest necessary, in the judgment of the Remarketing Agent taking into 
account then Prevailing Market Conditions, to enable the Remarketing Agent to sell the Bonds 
on such first day at a price equal to the principal amount thereof, plus accrued interest, if any, 
thereon. 

Flexible Rates and Flexible Rate Periods. If the Interest Rate Mode for the Bonds is the 
Flexible Rate, the interest rate on a Bond for a specific Flexible Rate Period will be the rate 
established by the Remarketing Agent no later than 12:OO noon (New York City time) on the first 
day of that Flexible Rate Period as the minimum rate of interest necessary, in the judgment of the 
Remarketing Agent taking into account then Prevailing Market Conditions, to enable the 
Remarketing Agent to sell such Bond on that day at a price equal to the principal amount thereof. 
Each Flexible Rate Period applicable for a Bond will be determined separately by the 
Remarketing Agent on or prior to the first day of such Flexible Rate Period as being the Flexible 
Rate Period permitted under the Indenture which, in the judgment of the Remarketing Agent, 
taking into account then Prevailing Market Conditions, will, with respect to such Bond, 
ultimately produce the lowest overall interest cost on the Bonds while the Interest Rate Mode for 
the Bonds is the Flexible Rate. Each Flexible Rate Period will be from one day to 270 days in 
length and will end on a day preceding a Business Day. If the Remarketing Agent fails to set the 
length of a Flexible Rate Period for any Bond, a new Flexible Rate Period lasting to, but not 
including, the next Business Day (or until the earlier Conversion or maturity of the Bonds) will 
be established automatically in accordance with the Indenture. 

Semi-Annual Rate. If the Interest Rate Mode for the Bonds is the Semi-Annual Rate, the 
interest rate on the Bonds for a particular Semi-Annual Rate Period will be the rate established 
by the Remarketing Agent no later than 2:OO p.m. (New York City time) on the Business Day 
immediately preceding the first day of such Semi-Annual Rate Period as the minimum rate of 
interest necessary, in the judgment of the Remarketing Agent taking into account then Prevailing 
Market Conditions, to enable the Remarketing Agent to sell the Bonds on such first day at a price 
equal to the principal amount thereof. 
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Annual Rate. If the Interest Rate Mode for the Bonds is the Annual Rate, the interest rate 
on the Bonds for a particular Annual Rate Period will be the rate of interest established by the 
Remarketing Agent no later than 12:OO noon (New York City time) on the Business Day 
preceding the first day of such Annual Rate Period as the minimum rate of interest necessary, in 
the judgment of the Remarketing Agent taking into account then Prevailing Market Conditions, 
to enable the Remarketing Agent to sell the Bonds on such first day at a price equal to the 
principal amount thereof. 

Dutch Auction Rate. With respect to the 2006 Series B Bonds, if the Interest Rate Mode 
for the Bonds is the Auction Rate, the interest rate on the Bonds for a particular Auction Rate 
Period will be the rate established in accardance with the procedures set forth in the Indenture. 

Long Term Rates and Lon2 Term Rate Periods. If the Interest Rate Mode for the Bonds 
is the Long Term Rate, the interest rate on the Bonds for a particular Long Term Rate Period will 
be the rate established by the Remarketing Agent no later than 12:OO noon (New York City time) 
on the Business Day preceding the first day of such Long Term Rate Period as the minimum rate 
of interest necessary, in the judgment of the Remarketing Agent taking into account then 
Prevailing Market Conditions, to enable the Remarketing Agent to sell the Bonds on such first 
day at a price equal to the principal amount thereof. The Company will establish the duration of 
the Long Term Rate Period at the time that it directs the Conversion of the Interest Rate Mode to 
the Long Term Rate, and thereafter each successive Long Term Rate Period will be the same as 
the L,ong Term Rate Period so established by the Company until a different Long Term Rate 
Period is specified by the Company in accordance with the Indenture (in which case the duration 
of that Long Term Rate Period will control succeeding Long Term Rate Periods), subject in all 
cases to the occurrence of a Conversion Date or the maturity of the Bonds. Each L,ong Term 
Rate Period will be more than one year in duration, will be for a period which is an integral 
multiple of six months and will end on the day next preceding an Interest Payment Date; 
provided that if a L,ong Term Rate Period commences on a date other than a June 1 or 
December 1, such Long Term Rate Period may be for a period which is not an integral multiple 
of six months but will be of a duration as close as possible to (but not in excess of) such Long 
Term Rate Period established by the Company and will terminate on a day preceding an Interest 
Payment Date, and each successive Long Term Rate Period thereafter will be for the full period 
established by the Company until a different Long Term Rate Period is specified by the 
Company in accordance with the Indenture or until the occurrence of a Conversion Date or the 
maturity of the Bonds; provided further that no Long Term Rate Period will extend beyond the 
final maturity date of the Bonds. 

- Change of Lonn Term Rate Period. The Company may change from one Long Term 
Rate Period to another Long Term Rate Period on any Business Day on which the Bonds are 
subject to optional redemption as described under "- Redemptions - Optional Redemption" 
below upon notice from the Bond Registrar to the owners of Bonds as described below. With 
any notice of such change, the Company must also deliver an opinion of Bond Counsel stating 
that such change is authorized or permitted by the Act and is authorized by the Indenture and 
will not adversely affect the exclusion from gross income of interest on the Bonds for federal 
income tax purposes. Notwithstanding the foregoing, the Long Term Rate Period will not be 
changed to a new Long Term Rate Period if (A) the Remarketing Agent has not determined the 
interest rate for the new Long Term Rate Period in accordance with the terms of the Indenture or 
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(B) the Bond Registrar receives written notice from Bond Counsel prior to the effective date of 
the change to the effect that the opinion of such Bond Counsel required under the Indenture has 
been rescinded. IJpon the occurrence of any of the events described in the preceding sentence, 
the Bonds will bear interest at the Weekly Rate commencing on the date which would have been 
the effective date of the proposed change of Long Term Rate Period, subject to the provisions 
described under “- Conversion of Interest Rate Modes - Cancellation of Conversion of 
Interest Rate Mode” below. 

Notice to Owners of Change of Long Term Rate Period. The Bond Registrar will notify 
each registered owner of the change of Long Term Rate Period by first class mail at least 30 days 
in the case of a change in the Long Term Rate Period but not more than 45 days before each 
effective date of a change in the Long Term Rate Period. The notice will state those matters 
required to be set forth therein under the Indenture. 

Failure to Determine Rate, If for any reason the interest rate for a Bond is not 
determined by the Remarketing Agent, except as described above under “- Change of Long 
Term Rate Period” and below under “- Conversion of Interest Rate Modes - Cancellation of 
Conversion of Interest Rate Mode,” the interest rate for such Bond for the next succeeding 
interest rate period will be the interest rate in effect for such Bond for the preceding interest rate 
period and, pursuant to the terms of the Indenture, there will be no change in the then applicable 
Long Term Rate Period or any Conversion from the then applicable Interest Rate Mode. 
Notwithstanding the foregoing, if for any reason the interest rate for a Bond bearing interest at a 
Flexible Rate is not determined by the Remarketing Agent, the interest rate for such Bond for the 
next succeeding Interest Period will be equal to The Bond Market Association Municipal Swap 
IndexTM (the “Municipal Index”) as defined in the Indenture, and the Interest Period for such 
Bond will extend through the day preceding the next Business Day, until the Trustee is notified 
of a new Flexible Rate and Flexible Rate Period determined for such Bond by the Remarketing 
Agent. 

Conversion of Interest Rate Modes 

Method of Conversion. The Interest Rate Mode for the Bonds is subject to Conversion 
from time to time, in whole but not in part, on the dates specified below under “- Limitations 
on Conversion,” at the option of the Company, upon notice from the Bond Registrar to the 
registered owners of the Bonds, as described below. With any notice of Conversion, the 
Company must also deliver to the Bond Registrar and the Credit Facility Issuer an opinion of 
Bond Counsel stating that such Conversion is authorized or permitted by the Act and is 
authorized by the Indenture and will not adversely affect the exclusion from gross income of 
interest on the Bonds for federal income tax purposes, other than a Conversion from the Daily 
Rate Period to the Weekly Rate Period or from the Weekly Rate Period to the Daily Rate Period. 
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Conditions Precedent to Conversions. The following conditions are applicable to 
Conversions of the Bonds: 

(a) any Credit Facility 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 Interest Rate Mode plus 10 
days at the maximum interest rate, and if a Credit Facility is to be held by the Trustee 
after the Conversion of the Bonds to a L,ong Term Rate Period, that Credit Facility must 
also extend for the entire Long Term Rate Period plus 10 days at the maximum interest 
rate; and 

(b) if a Credit Facility is then in effect and the purchase price of the Bonds 
under the Indenture includes any premium, the Trustee will be entitled to draw on that 
Credit Facility in an aggregate amount sufficient to pay the applicable purchase price 
(including such premium) or, in the alternative, available moneys will be available in the 
necessary amount and are applied to the payment of such premium. 

Limitations on Conversion. Any Conversion of the Interest Rate Mode for the Bonds 
must be in compliance with the following conditions: (i) the Conversion Date must be a date on 
which the Bonds are subject to optional redemption (see “- Redemptions -- Optional 
Redemption” below); provided that any Conversion from the Daily Rate Period to a Weekly Rate 
Period or from the Weekly Rate Period to the Daily Rate Period must be on a Friday, with 
respect to the 2006 Series B Bonds, or Thursday, with respect to the 2008 Series A Bonds, and, 
with respect to the 2006 Series B Bonds, if the Conversion is to or from a Dutch Auction Rate 
Period, the Conversion Date must be the last Interest Payment Date in respect of that Dutch 
Auction Rate Period; (ii) if the proposed Conversion Date would not be an Interest Payment Date 
but for the Conversion, the Conversion Date must be a Business Day; (iii) if the Conversion is 
from the Flexible Rate, (a) the Conversion Date may be no earlier than the latest Interest 
Payment Date established prior to the giving of notice to the Remarketing Agent of such 
proposed Conversion and (b) no further Interest Payment Date may be established while the 
Interest Rate Mode is then the Flexible Rate if such Interest Payment Date would occur after the 
effective date of that Conversion; and (iv) after a determination is made requiring mandatory 
redemption of all Bonds pursuant to the Indenture (see “- Redemptions” below), no change in 
the Interest Rate Mode may be made prior to such mandatory redemption. 

Notice to Owners of Conversion of Interest Rate Mode. The Bond Registrar will notify 
each registered owner of the Conversion by first class mail at least 15 days (30 days in the case 
of Conversion from or to the Semi-Annual Rate, the Annual Rate, a Long Term Rate or, with 
respect to the 2006 Series B Bonds, a Dutch Auction Rate) but not more than 45 days before the 
Conversion Date. The notice will state those matters required to be set forth therein under the 
Indenture. 

Cancellation of Conversion of Interest Rate Mode. Notwithstanding the foregoing, no 
Conversion will occur if (i) the Remarketing Agent has not determined the initial interest rate for 
the new Interest Rate Mode in accordance with the terms of the Indenture, (ii) the Bonds that are 
to be purchased are not remarketed or sold by the Remarketing Agent or (iii) the Bond Registrar 
receives written notice from Bond Counsel prior to the opening of business on the effective date 
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of Conversion to the effect that the opinion of such Bond Counsel required under the Indenture 
has been rescinded. If such Conversion fails to occur, such Bonds will automatically be 
converted to the Weekly Rate (with the first period adjusted in length so that the last day of such 
period will be a Wednesday) at the rate determined by the Remarketing Agent on the failed 
Conversion Date or, with respect to the 2006 Series B Bonds that bear interest at a Dutch 
Auction Rate, such Bonds will remain in such Interest Rate Mode; provided, that there must be 
delivered to the Issuer, the Trustee, the Bond Registrar, the Tender Agent, the Company, the 
Credit Facility Issuer and the Remarketing Agent an opinion of Bond Counsel to the effect that 
determining the interest rate to be borne by the Bonds at a Weekly Rate is authorized or 
permitted by the Act and is authorized under the Indenture and will not adversely affect the 
exclusion from gross income of interest on the Bonds for federal income tax purposes. If such 
opinion is not delivered on the failed Conversion Date, the Bonds will bear interest for a Rate 
Period of the same type and of substantially the same length as the Rate Period in effect prior to 
the failed Conversion Date at a rate of interest determined by the Remarketing Agent on the 
failed Conversion Date (or if shorter, the Rate Period ending on the day before the maturity date, 
with respect to the 2006 Series B Bonds); provided that if the Bonds then bear interest at the 
Long Term Rate, and if such opinion is not delivered on the date which would have been the 
effective date of a new Long Term Rate Period, the Bonds will bear interest at the Annual Rate, 
commencing on such date, at an Annual Rate determined by the Remarketing Agent on such 
date. If the proposed Conversion of Bonds fails as described herein, any mandatory purchase of 
such Bonds will remain effective. 

Purchases of Bonds on Demand of Owner 

If the Bonds are in the book-entry-only system, demands for purchase may be made by 
Beneficial Owners only through such Beneficial Owner’s Direct Participant (as defined under the 
caption “- Book-Entry-Only System” below). If the Bonds are in certificated form, demands 
for purchase may be made only by registered owners. When the Interest Rate Mode is the Dutch 
Auction Rate, the Bonds are not subject to purchase on demand of the owners thereof. 

Daily Rate. If the Interest Rate Mode for the Bonds is the Daily Rate, any Bond will be 
purchased on the demand of the registered owner thereof on any Business Day during a Daily 
Rate Period at a purchase price equal to the principal amount thereof plus accrued interest, if any, 
to the Purchase Date upon written notice or telephonic notice (to be immediately confirmed in 
writing) to the Tender Agent at its principal office not later than 10:00 a.m. (New York City 
time) on such Business Day. 

- Weekly Rate. If the Interest Rate Mode for the Bonds is the Weekly Rate, any Bond will 
be purchased on the demand of the registered owner thereof on any Business Day during a 
Weekly Rate Period at a purchase price equal to the principal amount thereof plus accrued 
interest, if any, to the Purchase Date upon written notice to the Tender Agent at its principal 
office at or before 5:00 p.m. (New York City time) on a Business Day not later than the seventh 
day prior to the Purchase Date. 
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Semi-Annual Rate. If the Interest Rate Mode for the Bonds is the Semi-Annual Rate, any 
Bond will be purchased on the demand of the registered owner thereof on any Interest Payment 
Date for a Semi-Annual Rate Period at a purchase price equal to the principal amount thereof 
upon written notice to the Tender Agent at its principal office on a Business Day not later than 
the fifteenth day prior to such Purchase Date. 

Annual Rate. If the Interest Rate Mode for the Bonds is the Annual Rate, any Bond will 
be purchased on the demand of the registered owner thereof on the final Interest Payment Date 
for such Annual Rate Period at a purchase price equal to the principal amount thereof upon 
written notice to the Tender Agent at its principal office on a Business Day not later than the 
fifteenth day prior to such Purchase Date. 

Lona Term Rate. If the Interest Rate Mode for the Bonds is the L,ong Term Rate, any 
Bond will be purchased on the demand of the registered owner thereof on the final Interest 
Payment Date for such Long Term Rate Period (unless such date is the final maturity date) at a 
purchase price equal to the principal amount thereof upon written notice to the Tender Agent at 
its principal office on a Business Day not later than the fifteenth day prior to such Purchase Date. 

Limitations on Purchases on Demand of Owner. Notwithstanding the foregoing, there 
will be no purchase of (a) a portion of any Bond unless the portion to be purchased and the 
portion to be retained each will be in an authorized denomination or (b) any Bond upon the 
demand of the registered owner if an Event of Default under the Indenture with respect to the 
payment of principal of, interest on, or purchase price of, the Bonds has occurred and is 
continuing. Also, if the Interest Rate Mode for the Bonds is the Flexible Rate, the Bonds will not 
be subject to purchase on the demand of the registered owners thereof, but each Bond will be 
subject to mandatory purchase on each Conversion Date and on the Interest Payment Date with 
respect to such Bond, as described below under the caption “--- Mandatory Purchases of Bonds.” 

Notice Required for Purchases. Any written notice delivered to the Tender Agent by an 
owner demanding the purchase of Bonds must (A) be delivered by the time and dates specified 
above, (B) state the number and principal amount (or portion thereof) of such Bond to be 
purchased, (C) state the Purchase Date on which such Bond is to be purchased, (D) irrevacably 
request such purchase and state that the owner agrees to deliver such Bond, duly endorsed in 
blank for transfer, with all signatures guaranteed, to the Tender Agent at or prior to 11:OO a.m. 
(1:OO p.m. if a tender during a Daily Rate Period and 12:OO noon if a tender during a Weekly 
Rate Period) (New York City time) on such Purchase Date. 

Mandatory Purchases of Bonds 

Mandatory Purchase on Conversion Dates or Chanae by the Comuany in Long Term 
Rate Period. The Bonds will be subject to mandatory purchase at a purchase price equal to the 
principal amount thereof, plus accrued interest, if any, to the Purchase Date, plus, if the Interest 
Rate Mode is the Long Term Rate, the redemption premium, if any, which would be payable as 
described under “- Redemptions - Optional Redemption” below, if the Bonds were redeemed 
(A) on the Purchase Date, (B) on each Conversion Date and (C) on the effective date of any 
change by the Company of the Long Term Rate Period. Such tender and purchase will be 
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required even if the change in Long Term Rate Period or the Conversion is canceled pursuant to 
the Indenture. 

Mandatorv Purchase on Each Interest Pavment Date for Flexible Rate Period. 
Whenever the Interest Rate Mode for the Bonds is the Flexible Rate, each Bond will be subject 
to mandatory purchase at a purchase price equal to the principal amount thereof, without 
premium, plus accrued interest, if any, to the Purchase Date, on each Interest Payment Date that 
interest on such Bond is payable at an interest rate determined for the Flexible Rate. Owners of 
Bonds will receive no notice of such mandatory purchase. 

Mandatorv Purchase on Dav after End of the Semi-Annual Rate Period, the Annual Rate 
Period or the Long Term Rate Period. Whenever the Interest Rate Mode for the Bonds is the 
Semi-Annual Rate, the Annual Rate or the Long Term Rate, such Bonds will be subject to 
mandatory purchase on the Business Day following the end of each Semi-Annual Rate Period, 
Annual Rate Period or Long Term Rate Period, as the case may be, for such Bond at a purchase 
price equal to the principal amount thereof plus accrued interest, if any, to such date. 

Mandatory Purchase upon Deliverv, Cancgllation. Substitution, Extension, Termination 
or Expiration of Anv Credit Facilitv or Replacement with an Alternate Credit Facility. 1 f, at the 
option of the Company, a Credit Facility (other than the initial Letter of Credit) is delivered with 
respect to the Bonds subsequent to the Reoffering Date, the Bonds will be subject to mandatory 
tender for purchase at a purchase price equal to 100% of the principal amount thereof, plus 
accrued interest, if any, to the Purchase Date on the date of the delivery of the Credit Facility. In 
addition, if the Bonds are secured by a Credit Facility, the Bonds will be subject to mandatory 
tender for purchase at a purchase price equal to 100% of the principal amount thereof, plus 
accrued interest, if any, (A) on the Interest Payment Date at least five days prior to the date of the 
cancellation of or the expiration of the term of the then current Credit Facility and (B) on the 
Interest Payment Date on which a Credit Facility is replaced with an Alternate Credit Facility. 

Notice to Owners of Mandatorv Purchases. Notice to owners of a mandatory purchase of 
Bonds (except for mandatory purchase on each Interest Payment Date for Flexible Rate Periods) 
will be given by the Bond Registrar, by first class mail at least 15 days but not more than 45 days 
before the Purchase Date; provided, however, as an alternative to the foregoing, if DTC or its 
nominee is the registered owner of the Bonds, notice may be given to DTC not less than five 
days before the Purchase Date. The notice of mandatory purchase will state those matters 
required to be set forth therein under the Indenture. No notice of mandatory purchase will be 
given in connection with a mandatory purchase on an Interest Payment Date for a Flexible Rate 
Period. 

Remarketing and Purchase of Bonds 

The Indenture provides that, subject to the terms of a Remarketing Agreement with the 
Company, the Remarketing Agent will use its reasonable best efforts to offer far sale Bonds 
purchased upon demand of the owners thereof and, unless otherwise instructed by the Company 
and with the consent of any Credit Facility Issuer, upon mandatory purchase, provided that 
Bonds will not be remarketed upon the occurrence and continuance of certain Events of Default 
under the Indenture, except in the sale discretion of the Remarketing Agent. Each such sale will 
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be at a price equal to the principal amount thereof, plus interest accrued to the date of sale. The 
Remarketing Agent, the Trustee, the Paying Agent, the Bond Registrar or the Tender Agent each 
may purchase any Bonds offered for sale for its own account. 

On each date Bonds are to be purchased pursuant to optional or mandatory purchase 
under the Indenture, such Bonds will be purchased from the following sources in the order of 
priority indicated, provided that funds derived from clause (c) may not be combined with the 
funds derived from clauses (a) or (b) to purchase any Bonds: 

(a) proceeds of the remarketing of such Bonds to persons other than the 
Company, its affiliates or the Issuer and furnished to the Tender Agent by the 
Remarketing Agent and deposited directly into, and held in, the Remarketing Proceeds 
Subaccount of the Purchase Fund established with the Tender Agent under the Indenture; 

(b) proceeds of the Credit Facility, if any, furnished by the Trustee, as Tender 
Agent, and deposited by the Tender Agent directly into, and held in, the Credit Facility 
Subaccount of the Purchase Fund; and 

(c) moneys paid by the Company (including the proceeds of the remarketing 
of the Bonds to the Company, its affiliates or the Issuer) to pay the purchase price to the 
Tender Agent. 

If there is no Credit Facility in operation to secure the Bonds, any Bonds will be 
purchased with any moneys made available by the Company, including proceeds from the 
remarketing of the Bonds. 

Payment of Purchase Price 

When a book-entry-only system is not in effect, payment of the purchase price of any 
Bond will be payable (and delivery of a replacement Bond in exchange for the portion of any 
Bond not purchased if such Bond is purchased in part will be made) on the Purchase Date upon 
delivery of such Bond to the Tender Agent on such Purchase Date; provided that such Bond must 
be delivered to the Tender Agent: (i) at or prior to 12:OO noon (New York City time), in the case 
of Bonds delivered for purchase during a Weekly Rate Period or Flexible Rate Period, (ii) at or 
prior to 1:OO p.m. (New York City time), in the case of Bonds delivered for purchase during a 
Daily Rate Period or (iii) at or prior to 1 1  :00 a.m. (New York City time), in the case of Bonds 
delivered for purchase during a Semi-Annual Rate Period, Annual Rate Period or Long Term 
Rate Period. If the date of such purchase is not a Business Day, the purchase price will be 
payable on the next succeeding Business Day. 

Any Bond delivered for payment of the purchase price must be accompanied by an 
instrument of transfer thereof in form satisfactory to the Tender Agent executed in blank by the 
registered owner thereof and with all signatures guaranteed. The Tender Agent may refuse to 
accept delivery of any Bond for which an instrument of transfer satisfactory to it has not been 
provided and has no obligation to pay the purchase price of such Bond until a satisfactory 
instrument is delivered. 
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If the registered owner of any Bond (or portion thereof) that is subject to purchase 
pursuant to the Indenture fails to deliver such Bond with an appropriate instrument of transfer to 
the Tender Agent for purchase on the Purchase Date, and if the Tender Agent is in receipt of the 
purchase price therefor, such Bond (or portion thereof) nevertheless will be deemed purchased 
on the Purchase Date thereof. Any owner who so fails to deliver such Bond for purchase on (or 
before) the Purchase Date will have no further rights thereunder, except the right to receive the 
purchase price thereof from those moneys deposited with the Tender Agent in the Purchase Fund 
pursuant to the Indenture upon presentation and surrender of such Bond to the Tender Agent 
properly endorsed for transfer in blank with all signatures guaranteed. 

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

Redemptions 

Optional Redemption. 

(i) Whenever the Interest Rate Mode for the Bonds is the Daily Rate or the 
Weekly Rate, the Bonds will be subject to redemption at the option of the Issuer, upon 
the written direction of the Company, in whole or in part, at a redemption price of 100% 
of the principal amount thereof, plus interest accrued, if any, to the redemption date, on 
any Business Day. 

(ii) Whenever the Interest Rate Mode for a Bond is the Flexible Rate, such 
Bond will be subject to redemption at the option of the Issuer, upon the written direction 
of the Company, in whole or in part, at a redemption price of 100% of the principal 
amount thereof, plus accrued interest, if any, to the redemption date with respect to the 
2008 Series A Bonds, on any Interest Payment Date for that Bond. 

(iii) Whenever the Interest Rate Mode for the Bonds is the Semi-Annual Rate, 
the Bonds will be subject to redemption at the option of the Issuer, upon the written 
direction of the Company, in whole or in part, at a redemption price of 100% of the 
principal amount thereof on any Interest Payment Date for each Semi-Annual Rate 
Period. 

(iv) Whenever the Interest Rate Mode for the Bonds is the Annual Rate, the 
Bonds will be subject to redemption at the option of the Issuer, upon the written direction 
of the Company, in whole or in part, at a redemption price of 100% of the principal 
amount thereof on the final Interest Payment Date for each Annual Rate Period. 

(v) With respect to the 2006 Series B Bonds, whenever the Interest Rate 
Mode for the Bonds is the Dutch Auction Rate, the Bonds will be subject to redemption 
at the option of the Issuer, upon the written direction of the Company, in whole or in part, 
on the Business Day immediately succeeding any auction date at a redemption price of 
100% of the principal amount thereof, together with accrued interest to the redemption 
date. 
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(vi) Whenever the Interest Rate Mode for the Bonds is the Long Term Rate, 
the Bonds will be subject to redemption at the option of the Issuer, upon the written 
direction of the Company, in whole or in part, (A) on the final Interest Payment Date for 
the then current Long Term Rate Period at a redemption price of 100% of the principal 
amount thereof and (R) prior to the end of the then current Long Term Rate Period at any 
time during the redemption periods and at the redemption prices set forth below, plus in 
each case interest accrued, if any, to the redemption date: 

Original 
Length of Current 
Long Term Rate Commencement of Redemption Price as 
Period (Years) Redemption Period Percentage of Principal 

2006 Series B Bonds: 
More than or equal to 11  
years 

First Interest Payment Date 100% 
on or after the tenth 
anniversary of 
commencement of Long 
Term Rate Period 

Less than 11 years Nan-callable Non-callable 

--.- --- ~ - -  
2008 Series A Bonds: 
More than or equal to 10 
years 

First Interest Payment Date 100% 
on or after the tenth 
anniversary of 
commencement of Long 
Term Rate Period 

Less than 10 years Nan-callable Non-callable 

Subject to certain conditions, including provision of an opinion of Rand 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 Conversion Date, the date of a change in 
the Long Term Rate Period or a Purchase Date on the final Interest Payment Date during a Long 
Term Rate Period, to reflect Prevailing Market Conditions on such date as determined by the 
Remarketing Agent in its judgment. Any such revision of the redemption periods and 
redemption prices will not be considered an amendment or a supplement to the Indenture and 
will not require the consent of any Bondholder or any other person or entity. 
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Extraordinary Optional Redemption in Whole. The Bonds may be redeemed by the 
Issuer in whole at any time at 100% of the principal amount thereof plus accrued interest to the 
redemption date upon the exercise by the Company of an option under the Loan Agreement to 
prepay the loan if any of the following events occurs within 180 days preceding the giving of 
written notice by the Company to the Trustee of such election: 

( i )  if in the judgment of the Company, unreasonable burdens or excessive 
liabilities have been imposed upon the Company after the issuance of the Bonds with 
respect to the Project or the operation thereof, including without limitation federal, state 
or other ad valorem property, income or other taxes not imposed on the date of the L,oan 
Agreement, other than ad valorem taxes levied upon privately owned property used for 
the same general purpose as the Project; 

(ii) if the Project or a portion thereof or other property of the Company in 
connection with which the Project is used has been damaged or destroyed to such an 
extent so as, in the judgment of the Company, to render the Project or such other property 
of the Company in connection with which the Project is used unsatisfactory to the 
Company for its intended use, and such condition continues for a period of six months; 

(iii) there has occurred condemnation of all or substantially all of the Project or 
the taking by eminent domain of such use or control of the Project or other property of 
the Company in connection with which the Project is used so as, in the judgment of the 
Company, to render the Project or such other property of the Company unsatisfactory to 
the Company for its intended use; 

(iv) in the event changes, which the Company cannot reasonably control, in 
the economic availability of materials, supplies, labor, equipment or other properties or 
things necessary for the efficient operation of the generating station where the Project is 
located have occurred, which, in the judgment of the Company, render the continued 
operation of such generating station or any generating unit at such station uneconomical; 
or changes in circumstances after the issuance of the Bonds, including but not limited to 
changes in solid waste abatement, control and disposal requirements, have occurred such 
that the Company determines that use of the Project is no longer required or desirable; 

(v) the Loan Agreement has become void or unenforceable or impossible of 
performance by reason of any changes in the Constitution of the Commonwealth of 
Kentucky or the Constitution of the United States of America or by reason of legislative 
or administrative action (whether state or federal) or any final decree, judgment or order 
of any court or administrative body, whether state or federal; or 

(vi) a final order or decree of any court or administrative body after the 
issuance of the Bonds requires the Company to cease a substantial part of its operation at 
the generating station where the Project is located to such extent that the Company will 
be prevented from carrying on its normal operations at such generating station for a 
period of six months. 
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Extraordinarv Optional Redemption in Whole or in Part. The Bonds are also subject to 
redemption in whole or in part at 100% of the principal amount thereof plus accrued interest to 
the redemption date at the option of the Company in an amount not to exceed the net proceeds 
received from insurance or any condemnation award received by the Issuer or the Company in 
the event of damage, destruction or condemnation of all or a portion of the Project, subject to 
receipt of an opinion of Bond Counsel that such redemption will not adversely affect the 
exclusion of interest on any of the Bonds from gross income for federal income tax purposes, 
and such net proceeds must be applied to reimburse the Credit Facility Issuer for drawings under 
the Credit Facility to redeem the Bonds. See “Summary of the Loan Agreement - 
Maintenance; Damage, Destruction and Condemnation.” Such redemption may occur at any 
time, provided that if such event occurs while the Interest Rate Mode for the Bonds is the 
Flexible Rate or Semi-Annual Rate, such redemption must occur on a date on which the Bonds 
are otherwise subject to optional redemption as described above. 

Mandatorv Redemption; Determination of Taxability. The Bonds are required to be 
redeemed by the Issuer, in whole, or in such part as described below, at a redemption price equal 
to 100% of the principal amount thereof, without redemption premium, plus accrued interest, if 
any, to the redemption date, within 180 days following a “Determination of Taxability.” As used 
herein, a “Determination of Taxability” means the receipt by the Trustee of written notice from a 
current or former registered owner of a Bond or from the Company or the Issuer of (i) the 
issuance of a published or private ruling or a technical advice memorandum by the Internal 
Revenue Service in which the Company participated or has been given the opportunity to 
participate, and which ruling or memorandum the Company, in its discretion, does not contest or 
from which no further right of administrative or judicial review or appeal exists, or (ii) a final 
determination from which no further right of appeal exists of any court of competent jurisdiction 
in the United States in a proceeding in which the Company has participated or has been a party, 
or has been given the opportunity to participate or be a party, in each case, to the effect that as a 
result of a failure by the Company to perform or observe any covenant or agreement or the 
inaccuracy of any representation contained in the L,oan Agreement or any other agreement or 
certificate delivered in connection with the Bonds, the interest on the Bonds is included in the 
gross income of the owners thereof for federal income tax purposes, other than with respect to a 
person who is a “substantial user” or a “related person” of a substantial user of the Project within 
the meaning of the Section 147 of Internal Revenue Code of 1986, as amended (the “Code”); 
provided, however, that no such Determination of Taxability shall be considered to exist as a 
result of the Trustee receiving notice from a current or former registered owner of a Bond or 
from the Issuer unless (i) the Issuer or the registered owner or former registered owner of the 
Bond involved in such proceeding or action (A) gives the Company and the Trustee prompt 
notice of the commencement thereof, and (B) (if the Company agrees to pay all expenses in 
connection therewith) offers the Company the opportunity to control unconditionally the defense 
thereof, and (ii) either (A) the Company does not agree within 30 days of receipt of such offer to 
pay such expenses and liabilities and to control such defense, or (B) the Company shall exhaust 
or choose not to exhaust all available proceedings for the contest, review, appeal or rehearing of 
such decree, judgment or action which the Company determines to be appropriate. No 
Determination of Taxability described above will result from the inclusion of interest on any 
Bond in the computation of minimum or indirect taxes. All of the Bonds are required to be 
redeemed upon a Determination of Taxability as described above unless, in the opinion of Bond 
Counsel, redemption of a portion of such Bonds would have the result that interest payable on 
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the remaining Bonds outstanding after the redemption would not be so included in any such 
gross income. 

In the event any of the Issuer, the Company or the Trustee has been put on notice or 
becomes aware of the existence or pendency of any inquiry, audit or other proceedings relating 
to the Bonds being conducted by the Internal Revenue Service, the party so put on notice is 
required to give immediate written notice to the other parties of such matters. Promptly upon 
learning of the occurrence of a Determination of Taxability (whether or not the same is being 
contested), or any of the events described above, the Company is required to give notice thereof 
to the Trustee and the Issuer. 

If the Internal Revenue Service or a court of competent jurisdiction determines that the 
interest paid or to be paid on any Bond (except to a “substantial user” of the Project or a “related 
person” within the meaning of Section 147(a) of the Code) is or was includable in the gross 
income of the recipient for federal income tax purposes for reasons other than as a result of a 
failure by the Company to perform or observe any of its covenants, agreements or 
representations in the Loan Agreement or any other agreement or certificate delivered in 
connection therewith, the Bonds are not subject to redemption. In such circumstances, 
Bondholders would continue to hold their Bonds, receiving principal and interest at the 
applicable rate as and when due, but would be required to include such interest payments in 
gross income for federal income tax purposes. Also, if the lien of the Indenture is discharged or 
defeased prior to the occurrence of a final Determination of Taxability, Bonds will not be 
redeemed as described herein. 

General Redemption Terms. So long as a Credit Facility is in effect in respect of the 
Bonds, the redemption price (including accrued interest) will be paid from drawings under such 
Credit Facility or from moneys which otherwise constitute Available Moneys under the 
Indenture. Notice of redemption will be given by mailing a redemption notice conforming to the 
provisions and requirements of the Indenture by first class mail to the registered owners of the 
Bonds to be redeemed not less than 30 days ( 1  5 days if the Interest Rate Mode for the Bonds is 
the Flexible Rate, Daily Rate, Weekly Rate or, with respect to the 2006 Series B Bonds, the 
Dutch Auction Rate) but not more than 45 days prior to the redemption date. 

Any notice mailed as provided in the Indenture will be conclusively presumed to have 
been given, irrespective of whether the owner receives the notice. Failure to give any such 
notice by mailing or any defect therein in respect of any Bond will not affect the validity of any 
proceedings for the redemption of any other Bond. No further interest will accrue on the 
principal of any Bond called for redemption after the redemption date if funds sufficient for such 
redemption have been deposited with the Paying Agent as of the redemption date. If the 
provisions for discharging the Indenture set forth below under the caption, “Summary of the 
Indenture - Discharge of Indenture” have not been complied with, any redemption notice will 
state that it is conditional on there being sufficient moneys to pay the full redemption price for 
the Bonds to be redeemed. So long as the Bonds are held in book-entry-only form, all 
redemption notices will be sent only to Cede & Co. 
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Rook-Entry-Only System 

Portions of the following information concerning DTC and DTC’s book entry only system 
have been obtained,fi.om DTC. The Issuer, the Company and the Remarketing Agent make no 
representation as to the accuracy of such information. 

Initially, DTC will act as securities depository for the Bonds and the Bonds initially will 
be issued solely in book-entry-only form to be held under DTC’s book-entry-only system, 
registered in the name of Cede & Co. (DTC’s partnership nominee). One fully registered bond 
in the aggregate principal amount of the Bonds will be deposited with DTC. 

DTC, the world’s largest depository, is a limited-purpose trust company organized under 
the New York Banking L,aw, 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 (the 
“Exchange Act”). DTC holds and provides asset servicing for over 2.2 million issues of U S .  
and non-U.S. equity, corporate and municipal debt issues, and money market instruments from 
over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts. This eliminates the need for physical movement 
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers 
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC 
is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC7’). 
DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the 
National Securities Clearing Corporation, Fixed Income Clearing Corporation, and Emerging 
Markets Clearing Corporation (NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as 
by the New York Stock Exchange, Inc., the American Stock Exchange LLC and the National 
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such 
as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, 
either directly or indirectly (“Indirect Participants” and, together with “Direct Participants,” 
“Participants”). DTC has Standard & Poor’s highest rating: M A .  The DTC Rules applicable 
to its Participants are on file with the SEC. More information about DTC can be found at 
www.dtcc.com and www.dtc.org. 

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

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

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

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

DTC may discontinue providing its services as securities depository with respect to the 
Bonds at any time by giving reasonable notice to the Issuer, the Company, the Tender Agent and 
the Trustee, or the Issuer, at the request of the Company, may remove DTC as the securities 
depository for the Bonds. Under such circumstances, in the event that a successor securities 
depository is not obtained, bond certificates are required to be delivered as described in the 
Indenture (see “- Revision of Book Entry Only System; Replacement Bonds” below). The 
Beneficial Owner, upon registration of certificates held in the Beneficial Owner’s name, will 
become the registered owner of the Bonds. 

So long as Cede & Co. is the registered owner of the Bonds, as nominee of DTC, 
references herein to the registered owners of the Bonds will mean Cede & Co. and will not mean 
the Beneficial Owners. Under the Indenture, payments made by the ‘Trustee to DTC or its 
nominee wiii satisfy the Issuer’s obligations under the Indenture, the Company’s obligations 
under the Loan Agreement, to the extent of the payments so made. Beneficial Owners will not 
be, and will not be considered by the Issuer or the Trustee to be, and will not have any rights as, 
owners of Bonds under the Indenture. 

The Trustee and the Issuer, SO long as a book entry only system is used for the Bonds, 
will send any notice of redemption or of proposed document amendments requiring consent of 
registered owners and any other notices required by the document (including notices of 
Conversion and mandatory purchase) to be sent to registered owners only to DTC (or any 
successor securities depository) or its nominee. Any failure of DTC to advise any Direct 
Participant, or of any Direct Participant or Indirect Participant to notify the Beneficial Owner, of 
any such notice and its content or effect will not affect the validity of the redemption of the 
Bonds called for redemption, the document amendment, the Conversion, the mandatory purchase 
or any other action premised on that notice. 

The Issuer, the Company, the Trustee and the Remarketing Agent cannot and do not give 
any assurances that DTC will distribute payments on the Bonds made to DTC or its nominee as 
the registered owner or any redemption or other notices, to the Participants, or that the 
Participants or others will distribute such payments or notices to the Beneficial Owners, or that 
they will do so on a timely basis, or that DTC will serve and act in the manner described in this 
Reoffering Circular. 
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THE ISSUER, THE COMPANY, THE REMARKETING AGENT AND THE 
TRtJSTEE WILL HAVE NO RESPONSIBILITY OR OBLIGATION TO ANY DIRECT 
PARTICIPANT, INDIRECT PARTICIPANT OR ANY BENEFICIAL OWNER OR ANY 
OTHER PERSON NOT SHOWN ON THE REGISTRATION BOOKS OF THE TRUSTEE AS 
BEING A REGISTERED OWNER WITH RESPECT TO: (1) THE ACCURACY OF ANY 
RECORDS MAINTAINED BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT 
PARTICIPANT; (2) THE PAYMENT OF ANY AMOUNT DIJE BY DTC TO ANY DIRECT 
PARTICIPANT OR BY ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT TO 
ANY BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL AMOUNT OR 
REDEMPTION OR PURCHASE PRICE OF OR INTEREST ON THE BONDS; (3) THE 
DELIVERY OF ANY NOTICE BY DTC TO ANY DIRECT PARTICIPANT OR BY ANY 
DIRECT PARTICIPANT OR INDIRECT PARTICIPANT TO ANY BENEFICIAL, OWNER 
WHICH IS REQUIRED OR PERMITTED TO BE GIVEN TO REGISTERED OWNERS 
UNDER THE TERMS OF THE INDENTIJRE; (4) THE SELECTION OF THE BENEFICIAL 
OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION 
OF THE BONDS; OR (S) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC 
AS REGISTERED OWNER. 

Revision of Book-Entry-Only System; Replacement Bonds. In the event that DTC 
determines not to continue as securities depository or is removed by the Issuer, at the direction of 
the Company, as securities depository, the Issuer, at the direction of the Company, may appoint a 
successor securities depository reasonably acceptable to the Trustee. If the Issuer does not or is 
unable to appoint a successor securities depository, the Issuer will issue and the Trustee will 
authenticate and deliver fully registered Bonds, in authorized denominations, to the assignees of 
DTC or their nominees. 

In the event that the book-entry-only system is discontinued, the following provisions 
will apply. The Bonds may be issued in denominations of $5,000 and multiples thereof, if the 
Interest Rate Mode is the Semi-Annual Rate, the Annual Rate or the Long Term Rate; in 
denominations of $100,000 and multiples of $5,000 in excess thereof, if the Interest Rate Mode 
is the Flexible Rate; in denominations of $100,000 and multiples thereof, if the Interest Rate 
Mode is the Daily Rate or the Weekly Rate; and with respect to 2006 Series B Bonds, in 
denominations of $25,000 and multiples thereof; provided, that, (i) if the Bonds bear interest at 
the Daily Rate or the Weekly Rate, one Bond may be in the denomination of, or include an 
additional, $47,405 and (ii) if the Bonds bear interest at the Semi-Annual Rate, the Annual Rate, 
the Long Term Rate or the Flexible Rate, one Bond may be in the denomination of, or include an 
additional $2,405. Bonds may be transferred or exchanged for an equal total amount of Bonds of 
other authorized denominations upon surrender of such Bonds at the principal office of the Bond 
Registrar, accompanied by a written instrument of transfer or authorization for exchange in form 
and with guaranty of signature satisfactory to the Bond Registrar, duly executed by the registered 
owner or the owner’s duly authorized attorney. Except as provided in the Indenture, the Bond 
Registrar will not be required to register the transfer or exchange of any Bond during the fifteen 
days before any mailing of a notice of redemption, after such Bond has been called for 
redemption in whole or in part, or after such Bond has been tendered or deemed tendered for 
optional or mandatory purchase as described under “Purchases of Bonds on Demand of Owner” 
and “Mandatory Purchases of Bonds.” Registration of transfers and exchanges will be made 
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without charge to the owners of Bonds, except that the Bond Registrar may require any owner 
requesting registration of transfer or exchange to pay any required tax or governmental charge. 

Security; Limitation on Liens 

Payment of the principal of and interest and any premium on the Bonds are secured by an 
assignment by the Issuer to the Trustee of the Issuer’s interest in and to the Loan Agreement and 
all payments to be made pursuant thereto (other than certain indemnification and expense 
payments and notification rights). Pursuant to the Loan Agreement, the Company has agreed to 
pay, among other things, amounts sufficient to pay the aggregate principal amount of and 
premium, if any, on the Bonds, together with interest thereon as and when the same become due. 
The Company hrther will agree to make payments of the purchase price of the Bonds tendered 
for purchase to the extent that funds are not otherwise available therefor under the provisions of 
the Indenture. 

The Bonds are unsecured general obligations of the Company, ranking on a parity with 
the Company’s obligations under the L,oan Agreement to make payments on the Bonds.. 

In the Loan Agreement, the Company has covenanted that it will not issue, assume or 
guarantee any debt for borrowed money secured by any mortgage, security interest, pledge, or 
lien (“mortgage”) on any of the Company’s operating property (as defined below), whether the 
Company owns it at the date hereof or acquires it later, and will not permit to exist any debt for 
borrowed money secured by a mortgage on any such property unless the Company similarly 
secures its obligations under the Loan Agreement to make payments to the Trustee in sufficient 
amounts to pay the principal of, premium, if any, and interest required to be paid on the Bonds. 
This restriction will not apply to: 

b mortgages on any property existing at the time the Company acquires the property 
or at the time the Company acquires the corporation owning the property; 

0 purchase money mortgages; 

0 specified governmental mortgages; or 

any extension, renewal or replacement (or successive extensions, renewals or 
replacements) of any mortgage referred to in the three clauses listed above, so 
long as the principal amount of indebtedness secured under this clause and not 
otherwise authorized by the clauses listed above does not exceed the principal 
amount of indebtedness secured at the time of the extension, renewal or 
replacement. 

In addition, the Company can also issue secured debt so long as the amount of the 
secured debt does not exceed the greater of 10% of net tangible assets or 10% of capitalization. 

\ 

The Company will not, so long as any of the Bonds are outstanding, issue, assume, 
guarantee or permit to exist any debt of the Company secured by a mortgage, the creditor of 
which controls, is controlled by or is under common control with, the Company. 
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For purposes of this limitation on liens, “operating property” means (i) any interest in real 
property owned by the Company and (ii) any asset owned by the Company that is depreciable in 
accordance with generally accepted accounting principles. 

The Letter of Credit 

The following summarizes certain provisions of the Letter of Credit and the 
Reimbursement Agreement, to which reference is made for the detailed provisions thereoJ 
Unless otherwise defined in this Reopering Circular, capitalized terms in the following summary 
are used as defined in the Letter of Credit and the Reimbursement Agreement. The Company is 
permitted under the Indenture to deliver an Alternate Credit Facility to replace the related Letter 
of Credit. Any such Alternate Credit Facility must meet certain requirements described in the 
Indenture. 

The Letter of Credit 

The Letter of Credit will be an irrevocable transferable direct pay letter of credit issued 
by the Bank in order to provide additional security for the payment of principal of, purchase 
price of, interest on and premium, if applicable, on any date when payments under the Bonds are 
due, including principal and interest payments and payments upon tender, redemption, 
acceleration or maturity of the Bonds. The L,etter of Credit will provide for direct payments to or 
upon the order of the Trustee as set forth in the Letter of Credit in amounts sufficient to pay to or 
upon the order of the Trustee, upon request and in accordance with the terms thereof. 

The Letter of Credit will be issued in an amount equal to the aggregate principal amount 
of the outstanding Bonds, plus an amount that represents interest accrued thereon at an assumed 
rate of 15% per annum for 45 days (the “Credit Amount”). The Trustee, upon compliance with 
the terms of the Letter of Credit, is authorized to draw up to (a) an amount sufficient (i) to pay 
principal of the Bonds, when due, whether at maturity or upon redemption or acceleration, and 
(ii) to pay the portion of the purchase price of the Bonds delivered for purchase pursuant to a 
demand for purchase by the owner thereof or a mandatory tender for purchase and not 
remarketed (a “Liquidity Drawing”) equal to the principal amount of the Bonds, plus (b) an 
amount not to exceed 45 days of accrued interest on such Bonds at an assumed rate of 15% per 
annum (i) to pay interest on the Bonds, when due, and (ii) to pay the portion of the purchase 
price of the Bonds, delivered for purchase pursuant to a demand for purchase by the owner 
thereof or a mandatory tender for purchase and not remarketed, equal to the interest accrued, if 
any, on the Bonds. 

The amount available under the Letter of Credit will be automatically reduced by the 
amount of any drawing thereunder, subject to reinstatement as described below. With respect to 
a drawing by the Trustee solely to pay interest on the Bonds on an Interest Payment Date, the 
amount available under the Letter of Credit will be automatically reinstated in the amount of 
such drawing effective on the earlier of (i) receipt by the Bank from the Company of 
reimbursement of any drawing solely to pay interest in full or (ii) at the opening of business on 
the eleventh calendar day after the date the Bank honors such drawing, unless the Trustee has 
received written notice from the Bank by the tenth calendar day after the date the Bank honors 
such drawing the Bank is not so reinstating the available amount due to the Company’s failure to 
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reimburse the Bank for such drawing in full, or that an event of default has occurred and is 
continuing under the Reimbursement Agreement and, in either case, directing, an acceleration of 
the Bonds pursuant to the Indenture. With respect to a Liquidity Drawing under the Letter of 
Credit, the amount available under the Letter of Credit will be automatically reduced by the 
principal amount of the Bonds purchased with the proceeds of such drawing plus the amount of 
accrued interest on such Bonds. In the event of the remarketing of the Bonds purchased with the 
proceeds of a Liquidity Drawing, the amount available under the Letter of Credit will be 
automatically reinstated upon receipt by the Bank or the Trustee on the Bank’s behalf of an 
amount equal to such principal amount plus accrued interest. 

The Letter of Credit will terminate on the earliest to occur of: 

(a) the Bank’s close of business on December 18, 2009 (such date, as 
extended from time to time in accordance with the Letter of Credit is defined as the 
“Stated Expiration Date”); 

(b) the Bank’s close of business on the date which is five Business Days 
following the date of receipt by the Bank of a certificate from the Trustee certifying that 
(a) no Bonds remain Outstanding within the meaning of the Indenture, (b) all drawings 
required to be made under the Indenture and available under the L,etter of Credit have 
been made and honored, (c) an Alternate Credit Facility has been delivered to the Trustee 
in accordance with the Indenture to replace the Letter of Credit or (d) all of the 
outstanding Bonds were converted to Bonds bearing interest at a rate other than the Daily 
Rate or the Weekly Rate; 

(c) the Bank’s close of business on the date of receipt by the Bank of a 
certificate from the Trustee confirming that the Trustee is required to terminate the Letter 
of Credit in accordance with the terms of the Indenture; or 

(d) 
certificate. 

the date on which the Bank receives and honors an acceleration drawing 

The Reimbursement Agreement 

Pursuant to the Reimbursement Agreement, the Company is obligated to reimburse the 
Bank for all amounts drawn under the Letter of Credit, and to pay interest on all such amounts. 
The Company has also agreed to pay the Bank a periodic fee for issuing and maintaining the 
Letter of Credit. 

The Reimbursement Agreement imposes various covenants and agreements, including 
various financial and operating covenants, on the Company. Such covenants include, but are not 
limited to, covenants relating to (i) inspection of the books and financial records of the 
Company; (ii) creation of liens; (iii) liquidations, mergers, consolidations or sales of all or 
substantially all of the Company’s assets; and (iv) disposition of assets. Any such covenants 
may be amended, waived or modified at any time by the Bank and without the consent of the 
Trustee or the holders of the Bonds. Under certain circumstances, the failure of the Company to 
comply with such covenants may result in a mandatory tender or acceleration of the Bonds. 
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The following events will constitute an “event of default” under the Reimbursement 
Agreement: 

(a) nonpayment of certain fees and other amounts required to be paid or 
reimbursed by the Company under the Reimbursement Agreement to the Bank within 
five days after the same was required to be paid; 

(b) any representation or warranty made or deemed made by or on behalf of 
the Company or any of its Significant Subsidiaries to the Bank under or in connection 
with the Reimbursement Agreement or any other Transaction Document, any advance or 
any certificate or information delivered pursuant to or in connection with the 
Reimbursement Agreement or any other Transaction Document, was false or misleading 
in any material respect as of the time it was made or furnished; 

(c) an “event of default” (not due to the Bank’s failure to properly hanor a 
drawing on the L,etter of Credit) occurred under the Indenture or any of the other 
Transaction Documents and any applicable grace period has expired; 

(d) the breach by the Company or any of its Significant Subsidiaries of any of 
the terms or provisions of certain covenants contained in the Reimbursement Agreement 
including, but not limited to, covenants relating to the provision of notice to the Bank 
regarding an “event of default” or “defaulty’ under the Reimbursement Agreement, the 
corporate existence and license or qualification and good standing of the Company in 
jurisdictions in which it owns or leases property, the creation of liens, the liquidation, 
merger, consolidation or sale of all or substantially all of the assets of the Company and 
the disposition of assets; 

(e) the breach by the Company or any of its Significant Subsidiaries (other 
than a breach which constitutes a “default’y described above) of any of the terms or 
provisions of the Reimbursement Agreement or any Security Document that is not 
remedied within thirty (30) days after an executive officer of the Company has actual 
knowledge of such default or written notice of such default has been given to the 
Company by the Bank; 

(f) the Bonds cease to be valid for any reason; 

(8) a default or event of default has occurred at any time under the terms of 
any other agreement involving borrowed money or the extension of credit or any other 
Indebtedness under which the Company or any of its Significant Subsidiaries may be 
obligated for the payment of $50,000,000 or more in the aggregate, and such breach, 
default or event of default continues beyond any period of grace permitted with respect 
thereto and as a result thereof such Indebtedness is accelerated, becomes due or is 
otherwise required to be repurchased or redeemed prior to the scheduled date of maturity 
thereof; 

(h) a proceeding has been instituted in a court having jurisdiction in the 
premises seeking a decree or order for relief in respect of the Company or any Significant 
Subsidiary in an involuntary case under any applicable bankruptcy, insolvency, 
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reorganization or other similar law now or hereafter in effect, or for the appointment of a 
receiver, liquidator, assignee, custodian, trustee, sequestrator, conservator (or similar 
official) of the Company or any Significant Subsidiary for any substantial part of its 
property, or for the winding-up or liquidation of its affairs, and such proceeding shall 
remain undismissed or unstayed and in effect for a period of sixty (60) consecutive days; 
such court shall enter a decree or order granting any of the relief sought in such 
proceeding; or the Company or any Significant Subsidiary shall consent, approve or 
otherwise acquiesce in any of the actions sought in such proceeding; 

(i) the Company or any Significant Subsidiary shall commence a voluntary 
case under any applicable bankruptcy, insolvency, reorganization or other similar law 
now or hereafter in effect, shall consent to the entry of an order for relief in an 
involuntary case under any such law, or shall consent to the appointment or taking 
possession by a receiver, liquidator, assignee, custodian, trustee, sequestrator, conservator 
(or other similar official) of itself or for any substantial part of its property or shall make 
a general assignment for the benefit of creditors, or shall fail generally to pay its debts as 
they become due, or shall take any action in furtherance of any of the foregoing; 

(i) without the application, approval or consent of the Company or any of its 
Significant Subsidiaries, a receiver, trustee, examiner, liquidator or similar official shall 
be appointed for the Company or any of its Significant Subsidiaries, or for any substantial 
portion of its Property, or a proceeding described in paragraph (h) above has been 
instituted against the Company or any of its Significant Subsidiaries, and such 
appointment continues undischarged or such proceeding continues undismissed or 
unstayed for a period of 60 consecutive days; 

(k) any of the following occurs: (i) any Reportable Event which constitutes 
grounds under Section 4042 of ERISA for the termination of any Plan by the PBGC or 
the appointment of a trustee to administer or liquidate any Plan, shall have occurred and 
be continuing; (ii) a notice of intent to terminate any Plan shall have been filed with the 
PBGC under Section 4041 of ERISA; (iii) the PBGC shall give notice under Section 
4042 of ERISA of its intent to institute proceedings to terminate any Plan or Plans or to 
appoint a trustee to administer or liquidate any Plan; (iv) the Company or any member of 
the ERISA Group shall fail to make any contributions when due to a Plan or a 
Multiemployer Plan; (v) the Company or any member of the ERlSA Group shall make 
any amendment to a Plan with respect to which security is required under Section 307 of 
ERISA; (vi) the Company or any member of the ERISA Group shall withdraw 
completely or partially from a Multiemployer Plan pursuant to Subtitle E of Title IV of 
ERISA; or (vii) the Company or any member of the ERISA Group shall withdraw within 
the meaning of Section 4063 of ERISA (or shall be deemed under Section 4062(e) of 
ERISA to withdraw) from a Multiple Employer Plan; and, with respect to any of such 
events specified in clause (i), (ii), (iii), (iv), (v), (vi) or (vii), such occurrence would be 
reasonably likely to result in a Material Adverse Effect; 

( I )  any final judgment(s) or order(s) for the payment of money shall be 
entered against the Company or any of its Significant Subsidiaries by a court having 
jurisdiction in the premises which judgment is not discharged, vacated, bonded or stayed 
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pending appeal within a period of thirty (30) days from the date of entry if the aggregate 
uninsured amount of all such judgments and orders exceeds $50,000,000; 

(m) the Company or any of its Significant Subsidiaries ceases to conduct 
business (other than as permitted hereunder) or the Company is enjoined, restrained or in 
any way prevented by court order from conducting all or any material part of its business 
and such injunction, restraint or other preventive order is not dismissed within thirty (30) 
days after the entry thereof; or 

(n) E.ON AG fails to own, directly or indirectly, at least seventy-five percent 
(75%) of the outstanding Voting Capital of the Company. 

For purposes of the foregoing: 

“Bond Documents” means the Indenture, the Custody Agreement, the Loan Agreement, 
the Bonds and the Remarketing Agreement. 

“Material Adverse Effect” means (i) a material adverse change in the business, property, 
condition (financial or otherwise), operations or results of operations of the Company and its 
subsidiaries taken as a whole, (ii) a material adverse change in the ability of the Company to 
perform its obligation under the Transaction Documents or (iii) a material adverse change in the 
validity or enforceability of any of the Transaction Documents or the rights or remedies of the 
Bank thereunder. 

“Security Documents” means the Custody, Pledge and Security Agreement dated as of 
December 19, 2008 among the Trustee, the Company and the Bank with respect to any Bond 
purchased during the period from and including the date of its purchase with proceeds of a 
Liquidity Drawing to but excluding the date on which such Bond is purchased by any person as a 
result of a remarketing of such Bond pursuant to the Remarketing Agreement and the Indenture. 

“Transaction Documents” means, collectively, the Reimbursement Agreement, Bond 
Documents, the Security Documents and all other operative documents relating to the issuance, 
sale and securing of the Bonds (inciuding without limitation any document(s) or instrument(s) 
through which the Bonds are now or hereafter collateralized, such as mortgages, security 
agreements, etc.). 
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Summary of the Loan Agreement 

The following, in addition to the provisions contained elsewhere in this Reoffering 
Circular, is a brief description of certain provisions ofthe Loan Agreement. This description is 
only a summary and does not purport to be complete and definitive. Reference is made to the 
Loan Agreement-for the detailed provisions thereo$ 

General 

The Loan Agreement initially commenced as of its initial date, and, with respect to the 
2006 Series A Bonds, is amended and restated as of September 1 ,  2008, and will end on the 
earliest to occur of October I ,  2034, with respect to the 2006 Series B Bonds, or February 1 ,  
2032, with respect to the 2008 Series A Bonds, or the date on which all of the Bonds have been 
fully paid or provision has been made for such payment pursuant to the Indenture. See 
“Summary of the Indenture - Discharge of Indenture.” 

The Company has agreed to repay the loan pursuant to the Loan Agreement by making 
timely payments to the Trustee in sufficient amounts to pay the principal of, premium, if any, 
and interest required to be paid on the Bonds on each date upon which any such payments are 
due. The Company has also agreed to pay (a) the agreed upon fees and expenses of the Trustee, 
the Bond Registrar, the Tender Agent and the Paying Agent and all other amounts which may be 
payable to the Trustee, the Bond Registrar, the Paying Agent, the Auction Agent with respect to 
the 2006 Series B Bonds, and the Tender Agent, as may be applicable, under the Indenture, (b) 
the expenses in connection with any redemption of the Bonds and (c) the reasonable expenses of 
the Issuer. 

The Company covenants and agrees with the Issuer that it will cause the purchase of 
tendered Bonds that are not remarketed in accordance with the Indenture and, to that end, the 
Company will cause funds to be made available to the Tender Agent at the times and in the 
manner required to effect such purchases in accordance with the Indenture; 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; 
(B) moneys drawn under a Credit Facility, if any, for the purpose of paying such purchase price 
and (C) other moneys made available by the Company (see “Summary of the Bonds - 
Remarketing and Purchase of Bonds”). 

All payments to be made by the Company to the Issuer pursuant to the Loan Agreement 
(except the fees and reasonable out-of-pocket expenses of the Issuer, the Trustee, the Paying 
Agent, the Bond Registrar, the Auction Agent with respect to the 2006 Series B Bonds and the 
Tender Agent, and amounts related to indemnification) have been assigned by the Issuer to the 
Trustee, and the Company will pay such amounts directly to the Trustee. The obligations of the 
Company to make the payments pursuant to the Loan Agreement are absolute and unconditional. 
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Maintenance of Tax Exemption 

The Company and the Issuer have agreed not to take any action that would result in the 
interest paid on the Bonds being included in gross income of any Bondholder (other than a 
holder who is a “substantial user” of the Project or a “related person” within the meaning of 
Section 147(a) of the Code) for federal income tax purposes or that adversely affects the validity 
of the Bonds. 

Limitation on Liens 

The Company has agreed that, so long as any of the Bonds are outstanding, it will not 
create, assume or guarantee debt for borrowed money secured by any mortgage, except as 
described above under “Security; Limitation on Liens.” 

Payment of Taxes 

The Company has agreed to pay certain taxes and other governmental charges that may 
be lawfully assessed, levied or charged against or with respect to the Project (see, however, 
subparagraph (i) under “Summary of the Bonds - Redemptions - Extraordinary Optional 
Redemption in Whole”). The Company may contest such taxes or other governmental charges 
unless the security provided by the Indenture would be materially endangered. 

Maintenance; Damage, Destruction and Condemnation 

So long as any Bonds are outstanding, the Company will maintain the Project or cause 
the Project to be maintained in good working condition and will make or cause to be made all 
proper repairs, replacements and renewals necessary to continue to constitute the Project as solid 
waste disposal facilities under Section 142(a)(6) of the Code and the Act. However, the 
Company will have no obligation to maintain, repair, replace or renew any portion of the Project, 
the maintenance, repair, replacement or renewal of which becomes uneconomical to the 
Company because of certain events, including damage or destruction by a cause not within the 
Company’s control, condemnation of the Project, change in government standards and 
regulations, economic or other obsolescence or termination of operation of generating facilities 
to the Project. 

The Company, at its own expense, may remodel the Project or make substitutions, 
modifications and improvements to the Project as it deems desirable, which remodeling, 
substitutions, modifications and improvements will be deemed, under the terms of the Loan 
Agreement to be a part of the Project. The Company may not, however, change or alter the basic 
nature of the Project or cause it to lose its status under Section 142(a)(6) of the Code and the Act. 

If, prior to the payment of all Bonds outstanding, the Project or any portion thereof is 
destroyed, damaged or taken by the exercise of the power of eminent domain and the Issuer or 
the Company receives net proceeds from insurance or a condemnation award in connection 
therewith, the Company must (i) cause such net proceeds to be used to repair or restore the 
Project or (ii) reimburse the Credit Facility Issuer for drawings under the Credit Facility for the 
redemption of the Bonds in whole or in part at their principal amount, which, by the opinion of 
Bond Counsel, will not adversely affect the exclusion of the interest on the Bonds from gross 
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income for federal income tax purposes. 
Extraordinary Optional Redemption in Whole or in Part.” 

See “Summary of the Bonds - Redemptions - 

Project Insurance 

The Company will insure the Project in a manner consistent with general industry 
practice. 

Assignment, Merger and Release of Obligations of the Company 

The Company may assign the Loan Agreement, pursuant to an opinion of Bond Counsel 
that such assignment will not adversely affect the exclusion of the interest on the Bonds from 
gross income for federal income tax purposes, without obtaining the consent of either the Issuer 
or the Trustee. Such assignment, however, will not relieve the Company from primary liability 
for any of its obligations under the Loan Agreement and performance and observance of the 
other covenants and agreements to be performed by the Company. The Company may dispose 
of all or substantially all of its assets or consolidate with or merge into another corporation, 
provided the acquirer of the Company’s assets or the corporation with which it will consolidate 
with or merge into is a corporation or other business organization organized and existing under 
the laws of the United States of America or one of the states of the United States of America or 
the District of Columbia, is qualified and admitted to do business in the Commonwealth of 
Kentucky, assumes in writing all of the obligations and covenants of the Company under the 
Loan Agreement and delivers a copy of such assumption to the Issuer and Trustee. 

Release and Indemnification Covenant 

The Company will indemnify and hold the Issuer harmless against any expense or 
liability incurred, including attorneys’ fees, resulting from any loss or damage to property or any 
injury to or death of any person occurring on or about or resulting from any defect in the Project 
or from any action commenced in connection with the financing thereof. 

Events of Default 

Each of the following events constitutes an “Event of Default” under the Loan 
Agreement: 

(1) failure by the Company to pay the amounts required for payment of the 
principal of, including purchase price for tendered Bonds and redemption and 
acceleration prices, and interest accrued, on the Bonds, at the times specified therein 
taking into account any periods of grace provided in the Indenture and the Bonds for the 
applicable payment of interest on the Bonds (see “Summary of the Indenture - Defaults 
and Remedies”); 

(2) failure by the Company to observe and perform any covenant, condition or 
agreement, other than as referred to in paragraph (1) above, for a period of thirty days 
after written notice by the Issuer or Trustee, provided, however, that if such failure is 
capable of being corrected, but cannot be corrected in such 30-day period, it will not 
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constitute an Event of Default under the Loan Agreement if corrective action with respect 
thereto is instituted within such period and is being diligently pursued; 

(3) certain events of bankruptcy, dissolution, liquidation, reorganization or 
insolvency of the Company; or 

(4) the occurrence of an Event of Default under the Indenture. 

Under the Loan Agreement, certain of the Company’s obligations (other than the 
Company’s obligations, among others, (i) not to permit any action which would result in interest 
paid on the Bonds being included in gross income for federal and Kentucky income taxes; (ii) to 
maintain its corporate existence and good standing, and to neither dispose of all or substantially 
all of its assets or consolidate with or merge into another corporation unless certain provisions of 
the Loan Agreement are satisfied; and (iii) to make loan payments and certain other payments 
under the provisions of the Loan Agreement) may be suspended if by reason of force majeure (as 
defined in the Loan Agreement) the Company is unable to carry out such obligations. 

Remedies 

Upon the happening of an Event of Default under the Loan Agreement, the Trustee, on 
behalf of the Issuer, may, among other things, take whatever action at law or in equity may 
appear necessary or desirablk to collect the amounts then due and thereafter to become due, or to 
enforce performance and observance of any obligation, agreement or covenant of the Company, 
under the Loan Agreement. 

Any amounts collected upon the happening of any such Event of Default must be applied 
in accordance with the Indenture or, if the Bonds have been fully paid (or provision for payment 
thereof has been made in accordance with the Indenture) and all other liabilities of the Company 
accrued under the Indenture and the Loan Agreement have been paid or satisfied, made available 
to the Company, 

Options to Prepay, Obligation to Prepay 

The Company may prepay the loan pursuant to the Loan Agreement, in whole or in part, 
on certain dates, at the prepayment prices as shown under the captions “Summary of the Bonds 
- Redemptions - Optional Redemption,” “- Extraordinary Optional Redemption in Whole” 
and “- Extraordinary Optional Redemption in Whole or in Part.” Upon the occurrence of the 
event described under the caption “Summary of the Bonds - Redemptions - Mandatory 
Redemption; Determination of Taxability,” the Company will be obligated to prepay the loan in 
an aggregate amount sufficient to redeem the required principal amount of the Bonds. 

In each instance, the loan prepayment price must be a sum sufficient, together with other 
funds deposited with the Trustee and available for such purpose, to redeem the requisite amount 
of the Bonds at a price equal to the applicable redemption price plus accrued interest to the 
redemption date, and to pay all reasonable and necessary fees and expenses of the Trustee, the 
Paying Agent and, with respect to the 2008 Series A Bonds, the Bond Registrar and the Tender 
Agent and all other liabilities of the Company under the Loan Agreement accrued to the 
redemption date. 

41 



Amendments and Modifications 

No amendment or modification of the Loan Agreement is permissible without the written 
consent of the Trustee. The Issuer and the Trustee may, however, without the consent of or 
notice to any Bondholders, enter into any amendment or modification of the L,oan Agreement 
(i) which may be required by the provisions of the L,oan Agreement or the Indenture, (ii) for the 
purpose of curing any ambiguity or formal defect or omission, (iii) in connection with any 
modification or change necessary to conform the Loan Agreement with changes and 
modifications in the Indenture or (iv) in connection with any other change which, in the 
judgment of the Trustee, does not adversely affect the Trustee or the Bondholders. Except for 
such amendments, the L,oan Agreement may be amended or modified only with the consent of 
the Bondholders holding a majority in principal amount of the Bonds then outstanding (see 
“Summary of the Indenture - Supplemental Indentures” for an explanation of the procedures 
necessary for Bondholder consent); provided, however, that the approval of the Bondholders 
holding 100% in principal amount of the Bonds then outstanding is necessary to effectuate an 
amendment or modification with respect to the L,oan Agreement of the type described in clauses 
(i) through (iv) of the first sentence of the second paragraph of “Summary of the Indenture - 
Supplemental Indentures.” Any amendments, changes or modification of the Loan Agreement 
that require the consent of the Bondholders must additionally be approved by the Credit Facility 
Issuer, if the Bonds are at the time secured by a Credit Facility. Additionally, SO long as a Credit 
Facility is in place or while any amounts are outstanding under a Reimbursement Agreement, the 
Credit Facility Issuer must consent in writing to any amendment, change, or modification to the 
Agreement. 

Summary of the Indenture 

The following, in addition to the provisions contained elsewhere in this Reoffering 
Circular, is a brief description of certain provisions of the Indenture. This description is only a 
summary and does not purport to be complete and dejnitive. Reference is made to the Indenture 
for the detailedprovisions thereoj 

Security 

Pursuant to the Indenture, the Issuer has assigned and pledged to the Trustee its interest in 
and to the Loan Agreement, including payments and other amounts due the Issuer thereunder, 
together with all moneys, property and securities from time to time held by the Trustee under the 
Indenture (with certain exceptions, including moneys held in or earnings on the Rebate Fund and 
the Purchase Fund). The Bonds are not directly secured by the Project. 

No Pecuniary Liability of the Issuer 

No provision, covenant or agreement contained in the Indenture or in the Loan 
Agreement, nor any breach thereof, will constitute or give rise to any pecuniary liability of the 
Issuer or any charge upon any of its assets or its general credit or taxing powers. The Issuer has 
not obligated itself by making the covenants, agreements or provisions contained in the Indenture 
or in the Loan Agreement, except with respect to the Project and the application of the amounts 
assigned to payment of the principal of, premium, if any, and interest on the Bonds. 
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The Bond Fund 

The payments to be made by the Company pursuant to the Loan Agreement to the Issuer 
and certain other amounts specified in the Indenture will be deposited into a Bond Fund 
established pursuant to the Indenture (the “Bond Fund”) and will be maintained in trust by the 
Trustee. Moneys in the Bond Fund will be used for the payment of the principal of, premium, if 
any, and interest on the Bonds, and for the redemption of Bonds prior to maturity in the 
following order of priority: (i) proceeds of the Credit Facility, if any, deposited into the Bond 
Fund in accordance with the Indenture and (ii) any other moneys provided by or on behalf of the 
Company. Any moneys held in the Bond Fund will be invested by the Trustee at the specific 
written direction of the Company in certain Governmental Obligations, investment-grade 
corporate obligations and other investments permitted under the Indenture. 

So long as a Credit Facility is in held by the Trustee and there is no default in the 
payment of principal or redemption price of or interest on the Bonds, any amounts in the Bond 
Fund provided by or on behalf of the Company will be paid to the Credit Facility Issuer to the 
extent of any amounts that the Company owes the Credit Facility Issuer pursuant to the 
Reimbursement Agreement. Any amounts remaining in the Bond Fund (first, from the proceeds 
of the Credit Facility, and second, from the moneys provided by or on behalf of the Company) 
after payment in full of the principal or redemption price of and interest on the Bonds (or 
provision for payment thereof) and payment of any outstanding fees and expenses of the Trustee 
(including its reasonable attorney fees and expenses) will be paid, first, to the Credit Facility 
Issuer, to the extent of any amounts that the Company owes the Credit Facility Issuer pursuant to 
the Reimbursement Agreement and, second, to the Company. Any amounts remaining in the 
Bond Fund (i) after all of the outstanding Bonds have been paid and discharged, (ii) after 
payment of all fees, charges and expenses to the Issuer, the Trustee, the Registrar and the Paying 
Agent and of all other amounts required to be paid under the Indenture and the Loan Agreement 
and (iii) after the receipt by the Trustee of the written request of the Company for such payment, 
will be paid to the Credit Facility Issuer, if any, to the extent of any amounts that the Company 
owes to such Credit Facility Issuer pursuant to the Reimbursement Agreement, and then to the 
Company to the extent that those moneys are in excess of the amounts necessary to effect the 
payment and discharge of the outstanding Bonds. 

The Rebate Fund 

A Rebate Fund has been created by the Indenture (the “Rebate Fund”) and will be 
maintained as a separate fund free and clear of the lien of the Indenture. The Issuer, the Trustee 
and the Company have agreed to comply with all rebate requirements of the Code and, in 
particular, the Company has agreed that if necessary, it will deposit in the Rebate Fund any such 
amount as is required under the Code. However, the Issuer, the Trustee and the Company may 
disregard the Rebate Fund provisions to the extent that they receive an opinion of Bond Counsel 
that such failure to comply will not adversely affect the exclusion of the interest on the Bonds 
from gross income for federal income tax purposes. 
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Discharge of Indenture 

When all the Bonds and all fees and charges accrued and to accrue of the Trustee and the 
Paying Agent have been paid or provided for, and when proper notice has been given to the 
Bondholders or the Trustee that the proper amounts have been SO paid or provided for, and if the 
Issuer is not in default in any other respect under the Indenture, the Indenture will become null 
and void. The Bonds will be deemed to have been paid and discharged when there have been 
irrevocably deposited with the Trustee moneys sufficient to pay the principal, premium, if any, 
and accrued interest on such Bonds to the due date (whether such date be by reason of maturity 
or upon redemption) or, in lieu thereof, Governmental Obligations have been deposited which 
mature in such amounts and at such times as will provide the funds necessary to SO pay such 
Bonds, and when all reasonable and necessary fees and expenses of the Trustee, the Tender 
Agent, the Authenticating Agent, the Bond Registrar and the Paying Agent have been paid or 
provided for. 

Notwithstanding anything to the contrary, if any Bonds are rated by a rating service, no 
such Bonds will be deemed to have been paid and discharged by reason of any deposit pursuant 
to the Indenture, unless each such rating service has confirmed in writing to the Trustee that its 
rating will not be withdrawn or lowered as a result of any such deposit. 

So long as the Company owes any amounts to the Credit Facility Issuer, if any, pursuant 
to the Reimbursement Agreement: (A) the lien of the Indenture may not be discharged; (B) such 
Credit Facility Issuer shall be subrogated to the extent of such amounts owed by the Company to 
such Credit Facility Issuer to all rights of the Bondholders to enforce the payment of the Bonds 
from the revenues and all other rights of the Bondholders under the Bonds, the Indenture and the 
Loan Agreement; (C) the Bondholders will be deemed paid to the extent of money drawn by the 
Trustee under the Credit Facility; and (D) subject to the Indenture, the Trustee will sign, execute 
and deliver all documents or instruments and do all things that may be reasonably required by the 
Credit Facility Issuer to effect the Credit Facility Issuer’s subrogation of rights of enforcement 
and remedies set forth in the Indenture. 

Defaults and Remedies 

Each of the following events constitutes an “Event of Default” under the Indenture: 

(a) Failure to make payment of any installment of interest on any Bond, (i) if 
such Bond bears interest at other than the Long Term Rate, within a period of one 
Business Day from the due date and (ii) if such Bond bears interest at the Long Term 
Rate, within a period of five Business Days from the date due; 

(h) Failure to make punctual payment of the principal of, or premium, if any, 
on any Bond on the due date, whether at the stated maturity thereof, or upon proceedings 
for redemption, or upon the maturity thereof by declaration or if payment of the purchase 
price of any Bond required to be purchased pursuant to the Indenture is not made when 
such payment has become due and payable; 

(c) Failure of the Issuer to perform or observe any other of the covenants, 
agreements or conditions in the Indenture or in the Bonds which failure continues for a 
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period of 30 days after written notice by the Trustee, provided, however, that if such 
failure is capable of being cured, but cannot be cured in such 30-day period, it will not 
constitute an Event of Default under the Indenture if corrective action in respect of such 
failure is instituted within such 30-day period and is being diligently pursued; 

(d) The occurrende of an “Event of Default” under the L,oan Agreement (see 
“Summary of the Loan Agreement - Events of Default”); 

(e) written notice from the Credit Facility Issuer to the Trustee of an event of 
default under the Reimbursement Agreement, by reason of which the Trustee has been 
directed to accelerate the Bonds; or 

(f) if a Credit Facility is then held by the Trustee, on or before the close of 
business on the tenth calendar day following the honoring of a drawing under such Credit 
Facility to pay interest on the Bonds on an Interest Payment Date, written notice from the 
Credit Facility Issuer to the Trustee that the interest component of the Credit Facility will 
not be reinstated. 

Upon the occurrence of an Event of Default under clauses (a), (b), (e) or ( f )  above, the 
Trustee must: (i) declare the principal of all Bonds and interest accrued thereon to be 
immediately due and payable; (ii) declare all payments under the Loan Agreement to be 
immediately due and payable and enforce each and every other right granted to the Issuer under 
the Loan Agreement for the benefit of the Bondholders; and (iii) if a Credit Facility securing the 
Bonds is in effect, make an immediate drawing under the Credit Facility in accordance with its 
terms and deposit the proceeds of such drawing in the Bond Fund pending application to the 
payment of principal of the Bonds, subject to the provisions of the Indenture reserving to the 
Credit Facility Issuer the right to direct default proceedings and providing for termination of 
default proceedings upon certain occurrences. 

Interest on the Bonds will cease to accrue on the date of issuance of the declaration of 
acceleration of payment of principal and interest on the Bonds. 

In exercising such rights, the Trustee will take any action that, in the judgment of the 
Trustee, would best serve the interests of the registered owners. lJpon the occurrence of an 
Event of Default under the Indenture, the Trustee may also proceed to pursue any available 
remedy by suit at law or in equity to enforce the payment of the principal of, premium, if any, 
and interest on the Bonds then outstanding. 

If the Trustee recovers any moneys following an Event of Default, unless the principal of 
the Bonds has been declared due and payable, all such moneys will be applied in the following 
order: (i) to the payment of the fees, expenses, liabilities and advances incurred or made by the 
Trustee and the Paying Agent and the payment of any sums due and payable to the United States 
pursuant to Section 148(f) of the Code, (ii) to the payment of all interest then due on the Bonds 
and (iii) to the payment of unpaid principal and premium, if any, of the Bonds. If the principal of 
the Bonds has become due or has been accelerated, such moneys will be applied in the following 
order: (i) to the payment of the fees, expenses, liabilities and advances incurred or made by the 
Trustee and the Paying Agent and (ii) to the payment of principal of and interest then due and 
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unpaid on the Bonds. In each case, however, Trustee and Paying Agent fees or costs will not be 
payable from moneys derived from Credit Facility drawings, any remarketing proceeds or 
moneys constituting certain Available Moneys under the Indenture. 

No Bondholder may institute any suit or proceeding in equity or at law for the 
enforcement of the Indenture unless an Event of Default has occurred of which the Trustee has 
been notified or is deemed to have notice, and registered owners holding not less than 25% in 
aggregate principal amount of Bonds then outstanding have made written request to the Trustee 
to proceed to exercise the powers granted under the Indenture or to institute such action in their 
own name and the Trustee fails or refuses to exercise its powers within a reasonable time after 
receipt of indemnity satisfactory to it. 

Any judgment against the Issuer pursuant to the exercise of rights under the Indenture 
will be enforceable only against specific assigned payments, funds and accounts under the 
Indenture in the hands of the Trustee. No deficiency judgment will be authorized against the 
general credit of the Issuer. 

No default under paragraph (c) above will constitute an Event of Default until actual 
notice is given to the Issuer and the Company by the Trustee or to the Issuer, the Company and 
the Trustee by the registered owners holding not less than 25% in aggregate principal amount of 
all Bonds outstanding and the Issuer and the Company have had thirty days after such notice to 
correct the default and failed to do so. If the default is such that it cannot be corrected within the 
applicable period but is capable of being cured, it will not constitute an Event of Default if 
corrective action is instituted by the Issuer or the Company within the applicable period and 
diligently pursued until the default is corrected. 

Notwithstanding the foregoing, in addition to the rights of the Trustee and the 
Bondholders to direct proceedings as described above, if a Credit Facility is in effect, for so long 
as such Credit Facility is outstanding and the Credit Facility Issuer is not in default in its duties 
under the Indenture or the Credit Facility, the Credit Facility Issuer issuing will have the absolute 
right to direct all proceedings on behalf of the Bondholders of the Bonds. Additionally, if the 
Event of Default which has occurred is an Event of Default under paragraphs (e) or ( f )  above, the 
Credit Facility Issuer, if any, will have no right to direct the Trustee or the Bondholders with 
respect to any matters, including remedies, and the holders of a majority in aggregate principal 
amount of the Bonds then outstanding, will have the right, at any time, by an instrument or 
instruments in writing executed and delivered to the Trustee, to direct 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 for the appointment of a receiver or any other proceedings 
hereunder; provided, that such direction shall not be otherwise than in accordance with the 
provisions of law and of the Indenture. 

If an Event of Default has occurred under the Indenture due to failure by the Credit 
Facility Issuer, if any, to honor a properly presented and conforming drawing by the Trustee 
under the Credit Facility then in effect in accordance with the terms thereof, all obligations of the 
Trustee to the Credit Facility Issuer and all rights of such Credit Facility Issuer under the 
Indenture will be suspended until the earlier of the cure of such failure or all of the Bonds have 
been paid in full. 
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Waiver of Events of Default 

Except as provided below, the Trustee may in its discretion waive any Event of Default 
under the Indenture and will do so upon the written request of the registered owners holding a 
majority in principal amount ,of all Bonds then outstanding. If, after the principal of all Bonds 
then outstanding have been declared to be due and payable as a result of a default under the 
Indenture and prior to any judgment or decree for the appointment of a receiver or far the 
payment of the moneys due has been obtained or entered, (i) the Company causes to be deposited 
with the Trustee a sum sufficient to pay all matured installments of interest upon all Bonds and 
the principal of and premium, if any, on any and all Bonds which would become due otherwise 
than by reason of such declaration (with interest thereon as provided in the Indenture) and the 
expenses of the Trustee in connection with such default and (ii) all Events of Default under the 
Indenture (other than nonpayment of the principal of Bonds due by such declaration) have been 
remedied, then such Event of Default will be deemed waived and such declaration and its 
consequences rescinded and annulled by the Trustee. Such waiver, rescission and annulment 
will be binding upon all Bondholders. No such waiver, rescission and annulment will extend to 
or affect any subsequent Event of Default or impair any right or remedy consequent thereon. 

The Trustee may not waive any default under clauses (e) or (9 unless the Trustee has 
received in writing from the Credit Facility Issuer a written notice of full reinstatement of the full 
amount of the Credit Facility-and a written rescission of the notice of the Event of Default. 

Notwithstanding the foregoing, nothing in the Indenture will affect the right of a 
registered owner to enforce the payment of principal of, premium, if any, and interest on the 
Bonds after the maturity thereof. 

Supplemental Inden tu res 

The Issuer and the Trustee may enter into indentures supplemental to the Indenture 
without the consent of or notice to the Bondholders in order (i) to cure any ambiguity or formal 
defect or omission in the Indenture, (ii) to grant ta or confer upon the Trustee, as may lawfully be 
granted, additional rights, remedies, powers or authorities for the benefit of the Bondholders, (iii) 
ta subject to the Indenture additional revenues, properties or collateral, (iv) to permit 
qualification of the Indenture under any federal statute or state blue sky law, (v) to add additional 
covenants and agreements of the Issuer for the protection of the Bondholders or to surrender or 
limit any rights, powers or authorities reserved to or conferred upon the Issuer, (vi) to make any 
other modification or change to the Indenture which, in the sole judgment of the Trustee, does 
not adversely affect the Trustee or any Bondholder, (vii) to make other amendments not 
otherwise permitted by (i), (ii), (iii), (iv) or (vi) of this paragraph to provisions relating to federal 
income tax matters under the Code or other relevant provisions if, in the opinion of Bond 
Counsel, those amendments would not adversely affect the exclusion of the interest on the Bonds 
from gross income for federal income tax purposes, (viii) to make any modifications or changes 
to the Indenture necessary to provide the securing of a Credit Facility or Alternate Credit Facility 
or any liquidity or credit support of any kind for the security of the Bonds (including without 
limitation any line of credit, letter of credit, guaranty agreement or insurance coverage), 
including any modifications of the Indenture or the Agreement necessary to upgrade or maintain 
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the then applicable ratings on the Bonds or (ix) to permit the issuance of the Bonds in other than 
book-entry-only form or to provide changes to or for the book-entry system. 

Subject to the consent of the Credit Facility Issuer, if any, exclusive of supplemental 
indentures for the purposes set forth in the preceding paragraph, the consent of registered owners 
holding a majority in aggregate principal amount of all Bonds then outstanding is required to 
approve any supplemental indenture, except no such supplemental indenture may permit, without 
the consent of all of the registered owners of the Bonds then outstanding, (i) an extension of the 
maturity of the principal of or the interest on any Bond issued under the Indenture or a reduction 
in the principal amount of any Bond or the rate of interest or time of redemption or redemption 
premium thereon, (ii) a privilege or priority of any Bond or Bonds over any other Bond or 
Bonds, (iii) a reduction in the aggregate principal amount of the Bonds required for consent to 
such supplemental indenture or (iv) the deprivation of any registered owners of the lien of the 
Indenture. 

If at any time the Issuer requests the Trustee to enter into any supplemental indenture 
requiring the consent of the registered owners of the Bonds, the Trustee, upon being 
satisfactorily indemnified with respect to expenses, must notify all such registered owners. Such 
notice must set forth the nature of the proposed supplemental indenture and must state that 
copies thereof are on file at the principal office of the Trustee for inspection. If, within sixty 
days (or such longer period as prescribed by the Issuer or the Company) following the mailing of 
such notice, the registered owners holding the requisite amount of the Bonds outstanding have 
consented to the execution thereof, no Bondholder will have any right to object or question the 
execution thereof. 

No supplemental indenture will become effective unless the Company consents to the 
execution and delivery of such supplemental indenture. The Company will be deemed to have 
consented to the execution and delivery of any supplemental jndenture if the Trustee does not 
receive a notice of protest or objection signed by the Company on or before 4:30 p.m., local time 
in the city in which the principal office of the Trustee is located, on the fifteenth day after the 
mailing to the Company of a notice of the proposed changes and a copy of the proposed 
supplemental indenture. 

Notwithstanding the foregoing, any Supplemental Indenture that requires the consent of 
the Bondholders that (i) is to become effective while a Credit Facility is in place or while any 
amounts are outstanding under any Reimbursement Agreement and (ii) adversely affects the 
Credit Facility Issuer will not become effective unless and until the Credit Facility Issuer 
consents in writing to the execution and delivery of such Supplemental Indenture. 

Cancellation of Credit Facility; Delivery of Alternate Credit Facility 

The Trustee will, at the written direction of the Company but subject to the conditions 
described in this paragraph and the receipt of an Opinion of Bond Counsel stating that the 
cancellation of such Credit Facility is authorized under the Indenture and under the Act and will 
not adversely affect the exclusion from gross income of interest on the Bonds for federal income 
tax purposes, cancel any Credit Facility in accordance with the terms thereof which cancellation 
may be without substitution therefor or replacement thereof; provided, that any such cancellation 
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will not become effective, surrender of such Credit Facility will not take place and that Credit 
Facility will not terminate, in any event, until (i) payment by the Credit Facility Issuer has been 
made for any and all drawings by the Trustee effected on or before such cancellation date 
(including, if applicable, any drawings for payment of the purchase price of Bonds to be 
purchased pursuant to the Indenture in connection with such cancellation) and (ii) if the Bonds 
are in an Long Term Rate Period, only if the then current L,ong Term Rate Period for the Bonds 
is ending on, or the Bonds are subject to optional redemption on, the Interest Payment Date 
immediately preceding the date of such cancellation. Upon written notice given by the Company 
to the Trustee at least 20 days (35 days if the Bonds are bearing interest at the L,ong Term Rate) 
prior to the date of cancellation of any Credit Facility of such cancellation and the effective date 
of such cancellation, the Trustee will surrender such Credit Facility to the Credit Facility Issuer 
by which it was issued on or promptly after the effective date of such cancellation in accordance 
with its terms; provided, that such notice will not be given in any event, if the purchase price of 
any Bonds to be purchased pursuant to the Indenture in connection with such cancellation 
includes any premium unless the Company has certified in such notice that the Trustee can draw 
under a Credit Facility (other than any Alternate Credit Facility being delivered in connection 
with such cancellation) on the purchase date related to such purchase of Bonds in an aggregate 
amount sufficient to pay the premium due upon such purchase of Bonds on such purchase date. 

The Company may, at its option, provide for the delivery to the Trustee of an Alternate 
Credit Facility in replacement of any Credit Facility then in effect. At least 20 days (35 days if 
the Interest Rate on the Bonds is a Long Term Rate) prior to the date of delivery of an Alternate 
Credit Facility to the Trustee, the Company must give notice, which notice will also be given to 
the Remarketing Agent, of such replacement to the Trustee, together with an Opinion of Bond 
Counsel to the effect that the delivery of such Alternate Credit Facility to the Trustee is 
authorized under the Indenture and the Act and complies with the terms thereof and that the 
delivery of such Alternate Credit Facility will not adversely affect the exclusion from gross 
income of interest on the Bonds for federal income tax purposes. The Trustee will then accept 
such Alternate Credit Facility and surrender the previously held Credit Facility, if any, to the 
previous Credit Facility Issuer for cancellation promptly on or after the 5th day after the 
Alternate Credit Facility becomes effective; provided, however, that such Alternate Credit 
Facility must become effective on an Interest Payment Date and, if the Bonds are in a Long Term 
Rate Period, such Alternate Credit Facility may only become effective on either the last Interest 
Payment Date for such L,ong Term Rate Period or an Interest Payment Date on which the Bonds 
are subject to optional redemption. The notice given to the Trustee shall also be given to the 
Issuer, the then current Credit Facility Issuer, Moody’s, if the Bonds are then rated by Moody’s, 
and S&P, if the Bonds are then rated by S&P; provided that the notice will not be given if the 
purchase price of any Bonds to be purchased pursuant to the Indenture in connection with such 
cancellation includes any premium unless the Company has certified in such notice that the 
Trustee can draw under a Credit Facility then in effect on the purchase date related to such 
purchase of Bonds in an aggregate amount sufficient to pay the premium due upon such purchase 
of Bonds on such purchase date and until payment under the Credit Facility to be surrendered 
shall have been made for any and all drawings by the Trustee effected on or before the date of 
such surrender for cancellation (including, if applicable, any drawings for payment of the 
purchase price of Bonds to be purchased pursuant to the Indenture in connection with such 
cancellation). 
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Any Alternate Credit Facility delivered to the Trustee must be accompanied by an 
opinion of counsel to the issuer or provider of such Credit Facility stating that such Credit 
Facility is a legal, valid, binding and enforceable obligation of such issuer or obligor in 
accordance with its terms. 

The Bonds will be subject to mandatory tender for purchase on the date of cancellation of 
a Credit Facility and on the date of the delivery of an Alternate Credit Facility. See “Summary 
of the Bonds - Mandatory Purchases of Bonds.” 

Enforceability of Remedies 

The remedies available to the Trustee, the Issuer and the owners upon an event of default 
under the Loan Agreement or the Indenture are in many respects dependent upon judicial actions 
which are often subject to discretion and delay. Under existing constitutional and statutory law 
and judicial decisions, the remedies specified by the Loan Agreement or the Indenture may not 
be readily available or may be limited. The various legal opinions to be delivered concurrently 
with the delivery of the Bonds will be qualified as to the enforceability of the various legal 
instruments by limitations imposed by principles of equity, bankruptcy, reorganization, 
insolvency, moratorium or other similar laws affecting the rights of creditors generally. 

Reoffering 

Subject to the terms and conditions of the Remarketing and Bond Purchase Agreement 
(the “Remarketing Agreement”), between the Company and Banc of America Securities LLC, as 
Remarketing Agent, the Remarketing Agent has agreed to purchase and reoffer the Bonds 
delivered to the Paying Agent for purchase, at a price equal to 100% of the principal amount of 
the Bonds, plus accrued interest (if any), and in connection therewith will receive compensation 
in the amount of $135,000, plus reimbursement of certain expenses. IJnder the terms of the 
Remarketing Agreement, the Company has agreed to indemnify the Remarketing Agent against 
certain civil liabilities, including liabilities under federal securities laws. 

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

Tax Treatment 

On each of February 23, 2007, the date of original issuance and delivery of the 2006 
Series B Bonds, and October 17, 2008, the date of original issuance and delivery of the 2008 
Series A Bonds, Bond Counsel delivered its opinions stating that under existing law, including 
current statutes, regulations, administrative rulings and official interpretations, subject to the 
qualifications and exceptions set forth below, interest on the Bonds would be excluded from the 
gross income of the recipients thereof for federal income tax purposes, except that no opinion 
would be expressed regarding such exclusion from gross income with respect to any Bond during 
any period in which it is held by a “substantial user” of the applicable Project or a “related 
person” as such terms are used in Section 147(a) of the Code. Interest on the Bonds will be an 
item of tax preference in determining alternative minimum taxable income for individuals and 
corporations under the Code. Bond Counsel further opined that, subject to the assumptions 
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stated in the preceding sentence, (i) interest on the Bonds would be excluded from gross income 
of the owners thereof for Kentucky income tax purposes and (ii) the Bonds would be exempt 
from all ad valorem taxes in Kentucky. Such opinions have not been updated as of the date 
hereof and no continuing tax exemption opinions are expressed by Bond Counsel. 

Bond Counsel also will deliver opinions in connection with this reoffering to the effect 
that the conversion of the interest rate on the Bonds to the Weekly Rate and the delivery of the 
Letter of Credit (i) is authorized or permitted by Sections 103.200 to 103.285, inclusive, of the 
Kentucky Revised Statutes (the “Act”) and the Indenture and (ii) will not adversely affect the 
validity of the Bonds or any exclusion from gross income of interest on the Bonds for federal 
income tax purposes to which interest on the Bonds would otherwise be entitled. 

The opinions of Bond Counsel as to the excludability of interest from gross income for 
federal income tax purposes were based upon and assumed the accuracy of certain 
representations of facts and circumstances, including with respect to the Projects, which were 
within the knowledge of the Company and compliance by the Company with certain covenants 
and undertakings set forth in the proceedings authorizing the Bonds which are intended to assure 
that the Bonds are and will remain obligations the interest on which is not includable in gross 
income of the recipients thereof under the law in effect on the date of such opinion. Bond 
Counsel did not independently verify the accuracy of the certifications and representations made 
by the Company and the Issuer. On the date of the applicable opinions and subsequent to the 
original delivery of the 2006 Series B Bonds on February 23,2007 and the 2008 Series A Bonds 
on October 17, 2008, as applicable, such representations of facts and circumstances must be 
accurate and such covenants and undertakings must continue to‘ be complied with in order that 
interest on the Bonds be and remain excludable from gross income of the recipients thereof for 
federal income tax purposes under existing law. Bond Counsel expressed no opinion 
(i) regarding the exclusion of interest on any Bond from gross income for federal income tax 
purposes on or after the date on which any change, including any interest rate conversion, 
permitted by the documents other than with the approval of Bond Counsel is taken which 
adversely affects the tax treatment of the Bonds or (ii) as to the treatment for purposes of federal 
income taxation of interest on the Bonds upon a Determination of Taxability. 

Bond Counsel further opined that the Code prescribed a number of qualifications and 
conditions for the interest on state and local government obligations to be and to remain 
excluded from gross income for federal income tax purposes, some of which, including 
provisions for potential payments by the Issuers to the federal government, require future or 
continued compliance after issuance of the Bonds in order for the interest to be and to continue 
to be so excluded from the date of issuance. Noncompliance with certain of these requirements 
by the Company or the Issuer with respect to the Bonds could cause the interest on the Bonds to 
be included in gross income for federal income tax purposes and to be subject to federal income 
taxation retroactively to the date of their issuance. The Company and the Issuer each covenanted 
to take all actions required of each to assure that the interest on the Bonds shall be and remain 
excluded from gross income for federal income tax purposes, and not to take any actions that 
would adversely affect that exclusion. 
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The opinions of Bond Counsel as to the exclusion of interest on the Bonds from gross 
income for federal income tax purposes and federal tax treatment of interest on the Bonds was 
subject to the following exceptions and qualifications: 

(a) The Code provides for a “branch profits tax” which subjects to tax, at a 
rate of 30%, the effectively connected earnings and profits of a foreign corporation which 
engages in a United States trade or business. Interest on the Bonds would be includable 
in the amount of effectively connected earnings and profits and thus would increase the 
branch profits tax liability. 

(b) The Code also provides that passive investment income, including interest 
on the Bonds, may be subject to taxation for any S corporation with Subchapter C 
earnings and profits at the close of its taxable year if greater than 25% of its gross 
receipts is passive investment income. 

Except as stated above, Bond Counsel expressed no opinion as to any federal or 
Kentucky tax consequences resulting from the receipt of interest on the Bonds. 

Owners of the Bonds should be aware that the ownership of the Bonds may result in 
collateral federal income tax consequences. For instance, the Code provides that property and 
casualty insurance companies will be required to reduce their loss reserve deductions by 15% of 
the tax-exempt interest received on certain obligations, such as the Bonds, acquired after 
August 7, 1986. (For purposes of the immediately preceding sentence, a portion of dividends 
paid to an affiliated insurance company may be treated as tax-exempt interest.) The Code further 
provides for the disallowance of any deduction for interest expenses incurred by banks and 
certain other financial institutions allocable to carrying certain tax-exempt obligations, such as 
the Bonds, acquired after August 7, 1986. The Code also provides that, with respect to taxpayers 
other than such financial institutions, such taxpayers will be unable to deduct any portion of the 
interest expenses incurred or continued to purchase or carry the Bonds. The Code also provides, 
with respect to individuals, that interest on tax-exempt obligations, including the Bonds, is 
included in modified adjusted gross income for purposes of determining the taxability of social 
security and railroad retirement benefits. Furthermore, the earned income tax credit is not 
allowed for individuals with an aggregate amount of disqualified income within the meaning of 
Section 32 of the Code, which exceeds $2,200. Interest on the Bonds will be taken into account 
in the calculation of disqualified income. Prospective purchasers of the Bonds should consult 
their own tax advisors regarding such matters and any other tax consequences of holding the 
Bonds. 

From time to time, there are legislative proposals in Congress which, if enacted, could 
alter or amend one or more of the federal tax matters referred to above or could adversely affect 
the market value of the Bonds. It cannot be predicted whether or in what form any such proposal 
might be enacted or whether, if enacted, it would apply to obligations (such as the Bonds) issued 
prior to enactment. 

The opinions of Bond Counsel relating to conversion of the Bonds in substantially 
forms in which they are expected to be delivered on the Conversion Date, redated to 
Conversion Date, are attached as Appendices B-3 and B-4. 

the 
the 
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Legal Matters 

Certain legal matters in connection with the Conversion and reoffering of the Bonds will 
be passed upon by Stoll Keenon Ogden, Bond Counsel. Bond Counsel has in the past, and may 
in the future, act as counsel to the Company with respect to certain matters. Certain legal matters 
will be passed upon for the Issuer by its County Attorney. Certain legal matters will be passed 
upon for the Company by Jones Day, Chicago, Illinois, and John R. McCall, Esq., Executive 
Vice President, General Counsel, Corporate Secretary and Chief Compliance Officer for the 
Company. Winston & Strawn LLP, Chicago, Illinois, will pass upon certain legal matters for the 
Remarketing Agent. 

Con tinu ing Disclosure 

Because the Bonds are special and limited obligations of the Issuer, the Issuer is not an 
“obligated person” for purposes of Rule ISc2-12 (the “Rule”) promulgated by the SEC under the 
Exchange Act, and does not have any continuing obligations thereunder. Accordingly, the Issuer 
will not provide any continuing disclosure information with respect to the Bonds or the Issuer. 

2006 Series B Bonds 

In order to enable the Remarketing Agent to comply with the requirements of the Rule, 
the Company has covenanted in a continuing disclosure undertaking agreement delivered to the 
Trustee for the benefit of the holders of the 2006 Series B Bonds (the “Continuing Disclosure 
Agreement”) to provide certain continuing disclosure for the benefit of the holders of such 
Bonds. IJnder its Continuing Disclosure Agreement, the Company has covenanted to take the 
following actions: 

(a) The Company will provide to each nationally recognized municipal 
securities information repository (‘cNRMSIR”), recognized by the SEC pursuant to the 
Rule, and the state information depository, if any, of the Commonwealth of Kentucky (a 
“SID” and, together with the NRMSIR, a “Repository”) recognized by the SEC 
(1)  annual financial information of the type set forth in Appendix A to this Reoffering 
Circular (including any information incorporated by reference therein) and (2) audited 
financial statements prepared in accordance with generally accepted accounting 
principles, in each case not later than 120 days after the end of the Company’s fiscal year. 

(b) The Company will file in a timely manner with each NRMSIR or the 
Municipal Securities Rulemaking Board, and with the SID, if any, notice of the 
occurrence of any of the following events (if applicable) with respect to the 2006 
Series B Bonds, if material: (i) principal and interest payment delinquencies; (ii) non- 
payment related defaults; (iii) any unscheduled draws on debt service reserves reflecting 
financial difficulties; (iv) unscheduled draws on credit enhancement facilities reflecting 
financial difficulties; (v) substitution of credit or liquidity providers, or their failure to 
perform; (vi) adverse tax opinions or events affecting the tax-exempt status of the 2006 
Series B Bonds; (vii) modifications to rights of the holders of the 2006 Series B Bonds; 
(viii) the giving of notice of optional or unscheduled redemption of any 2006 Series B 
Bonds; (ix) defeasance of the 2006 Series B Bonds or any portion thereof; (x) release, 
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substitution, or sale of property securing repayment of the 2006 Series B Bonds; and (xi) 
rating changes with respect to the 2006 Series B Bonds or the Company or any obligated 
person, within the meaning of the Rule. 

(c) The Company will file in a timely manner with each Repository notice of 
a failure by the Company to file any of the notices or reports referred to in paragraphs (a) 
and (b) above by the due date. 

The Company may amend its Continuing Disclosure Agreement (and the Trustee shall 
agree to any amendment so requested by the Company that does not change the duties of the 
Trustee thereunder) or waive any provision thereof, but only with a change in circumstances that 
arises from a change in legal requirements, change in law, or change in the nature or status of the 
Company with respect to the 2006 Series B Bonds or the type of business conducted by the 
Company; provided that the undertaking, as amended or following such waiver, would have 
complied with the requirements of the Rule on the date of issuance of the 2006 Series B Bonds, 
after taking into account any amendments to the Rule as well as any change in circumstances, 
and the amendment or waiver does not materially impair the interests of the holders of the 2006 
Series B Bonds to which such undertaking relates, in the opinion of the Trustee or counsel expert 
in federal securities laws acceptable to both the Company and the Trustee, or is approved by the 
Beneficial Owners of a majority in aggregate principal amount of the outstanding 2006 Series B 
Bonds. The Company acknowiedges that its undertakings pursuant to the Rule described under 
this heading are intended to be for the benefit for the holders of the 2006 Series B Bonds and 
shall be enforceable by the holders of those 2006 Series B Bonds or by the Trustee on behalf of 
such holders. Any breach by the Company of these undertakings pursuant to the Rule will not 
constitute an event of default under the Indentures, the Loan Agreements or the 2006 Series B 
Bonds. 

2008 Series A Bonds 

The Rule generally requires that “obligated persons” such as the Company agree to 
provide (i) continuing disclosure on an annual basis of certain financial information and 
operating data and (ii) notices of certain specified events that could affect the credit underlying 
the payment obligations of the securities. However, offerings of securities that are subject 
purchase by the issuer on the demand of the holder, such as will be the case with respect to the 
2008 Series A Bonds while bearing interest in a Daily Rate Period or a Weekly Rate Period, or 
while bearing interest in a Flexible Rate Period of 270 days or less, are exempt from these 
requirements. If the 2008 Series A Bonds are remarketed in a mode other than the Daily Rate 
Period, the Weekly Rate Period or the Flexible Rate Period, the Company may in the future 
become subject to these continuing disclosure obligations of the Rule with respect to such 2008 
Series A Bonds. 
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This Reoffering Circular has been duly approved, executed and delivered by the 
Company. 

KENTUCKY IJTILITIES COMPANY 

By: I s /  Daniel K. Arbough 
Daniel K. Arbough 
Treasurer 
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Appendix A 

Kentucky Utilities Company - 

Financial Statements and Additional Information 

This Appendix A includes the Selected Financial Data presented below, as well as the 
(0 Financial Statements and Additional Information (Unaudited) As of September 30, 2008 and 
December 31, 2007 and for the three-month and nine-month periods ended September 30, 2008 
and 2007 (the “Quarterly Report ’7 and (io Financial Statements and Additional Information As 
of December 31, 2007 and 2006 (the “Annual Report ‘7. 

The information contained in this Appendix A relates to and has been obtained@om Kentucky 
Utilities Company (“KU”) and @om other sources as shown herein. The delivery of the 
Reoffering Circular shall not create any implication that there has been no change in the affairs 
of KU since the date hereof: or that the information contained or incorporated by reference in 
this Appendix A is correct at any time subsequent to its date. 

Kentucky Utilities Company 

KU, incorporated in Kentucky in 1912 and in Virginia in 1991, is a regulated public utility 
engaged in the generation, transmission, distribution and sale of electric energy in Kentucky, 
Virginia and Tennessee. As of September 30, 2008, KU provided electricity to approximately 
507,000 customers in 77 counties in central, southeastern and western Kentucky, approximately 
30,000 customers in 5 counties in southwestern Virginia and 5 customers in Tennessee. KU’s 
service area covers approximately 6,600 square miles. KU’s coal-fired electric generating 
stations produce most of KU’s electricity. The remainder is generated by a hydroelectric power 
plant and natural gas and oil fueled combustion turbines. In Virginia, KU operates under the 
name Old Dominion Power Company. KIJ also sells wholesale electric energy to 12 
municipalities. 

KU is a wholly-owned subsidiary of E.ON U.S., an indirect wholly-owned subsidiary of E.ON, a 
German corporation, making KU an indirect wholly-owned subsidiary of E.ON. KU’s affiliate, 
Louisville Gas and Electric Company, is a regulated public utility engaged in the generation, 
transmission, distribution and sale of electric energy and the distribution of natural gas in 
Kentucky. 

Recent Developments 

Brown New Source Review Litigation. As disclosed in Note 7 to Notes to Financial Statements 
(Unaudited) As of September 30, 2008 and December 31, 2007 and for the three-month and 
nine-month periods ended September 30,2008 and 2007, in April 2006, the EPA issued an NOV 
alleging that KIJ had violated certain provisions of the Clean.Air Act’s new source review rules 
and new source performance standards relating to work performed in 1997 on a boiler and 
turbine at Unit 3 at KU’s E.W. Brown generating station. In December 2006, the EPA issued a 
second NOV alleging the Company had exceeded heat input values in violation of air permits for 
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Unit 3. In March 2007, the U.S. Department of Justice filed a complaint in federal court in 
Kentucky alleging the same violations specified in the prior NOVs. The complaint seeks civil 
penalties, including potential per-day fines, remedial measures and injunctive relief. In April 
2007, KU filed an answer in the civil suit denying the allegations. In July 2007, the court 
entered a schedule providing for a July 2009 date for trial. As of September 30, 2008, a 
$3.2 million accrual was recorded based on the then current status of settlement discussions. 

KU, the EPA and the Department of Justice have reached a tentative agreement in principle on a 
proposed settlement of the lawsuit and the NOVs, the terms of which include: 

e Payment of a $1.4 million civil penalty 

a Establishment of $3 million fund for environmental mitigation projects that will 
include carbon sequestration testing and school bus retrofits 

e Surrender of 53,000 SO2 allowances 

a Surrender of excess NOx allowances for Brown IJnit 3 through 2020 

a Installation of flue gas desulfurization (“FGD”) controls at Brown Unit 3 by 
December 3 1 , 20 10 

e Installation of selective catalytic reduction (“SCR’) controls at Brown Unit 3 by 
December 3 1,20 12 

e Compliance with specified operational restrictions, including NOx, SO2 and 
particulate matter emission limits and heat input limits 

Capital expenditures associated with installation of the FGD and SCR controls at Unit 3 are 
currently estimated to be approximately $585 million, of which $109 million had been spent 
through December 31, 2007 and $295 million had been included in KU’s previously disclosed 
capital expenditures for the three years ended December 31, 2010. Funding for these capital 
expenditures is expected to be provided by borrowings from affiliates. KIJ currently expects that 
the capital expenditures associated with the installation of the FGD and SCR controls and any 
additional operating costs resulting from the surrender of SO2 or NOx allowances will be 
recoverable through existing regulatory recovery mechanisms. The terms of the proposed 
settlement are not expected to have a material adverse effect on KU’s financial condition or 
results of operations or on KU’s ability to operate its plants. 

Final settlement of the lawsuit and the NOVs is subject to approval by the board of directors, the 
EPA and the Department of Justice, execution of a consent decree and approval of the consent 
decree by the U.S. District Court for the Eastern District of Kentucky. There is no guarantee that 
the proposed settlement will be executed and approved on the terms outlined above, or at all. If 
the proposed settlement is not approved, KIJ cannot predict the ultimate outcome of these 
proceedings, including whether fines, penalties or remedial measures significantly more 
burdensome than those outlined above may result. 
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Selected Financial Data 

(in millions) 

Operating revenues 

Net operating income 

Net income 

Total assets 

L,ong-term obligations 
(including amounts due 
within one year) 

Ratio of Earnings to 
Fixed Charges (2) 

Capitalization: 

Long-Term Debt 

Common Equity 

Total Capitalization 

Years Ended December 3 1 , ___ 
Twelve 

Months Ended - 
September 30, 

-- 

2003 

$1,349 $1,273 $1,210 $1,207 $ 995 $ 892 

$ 249 $ 268 $ 235 $ 202 $ 228 $ 162 

$ 154 $ 167 $ 152 $ 112 $ 134 $ 91 

$4,244 $3,796 $3,143 $2,756 $2,610 $2,505 

I- 

2007 2006 2005 2004 - 2008 (1) --- 

$1,359 $1,264 $ 843 $ 746 $ 726 $ 688 

September 30, % of 
2008 Capitalization 

$1,326 44.16% 

.- - $1,677 55.84% 

$3,003 100.00% 

( 1 )  The figures listed in the column titled “12 Months Ended September 30, 2008” were calculated by 
subtracting from the 12 months ended December 31, 2007 financial statements, the amounts from financial 
statements for the nine months ended September 30, 2007, and then adding the amounts from financial 
statements for the nine months ended September 30,2008. 

(2) Far purposes of this ratio, “Earnings” consist of the aggregate of Income Before Cumulative Effect of a 
Change in Accounting Principle, taxes on income, investment tax credit (net) and “Fixed Charges.” “Fixed 
Charges” consist of interest charges and one-third of rentals charged to operating expenses. 

Management’s Discussion and Analysis in the Quarterly Report and the Annual Report, as well 
as the Notes to Financial Statements as of December 31, 2007 and 2006 and the Notes to 
Financial Statements (Unaudited) As of September 30,2008 and December 3 1 , 2007 and for the 
three-month and nine-month periods ended September 30, 2008 and 2007 should be read in 
conjunction with the above information. 
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Financial Statements (Unaudited) 

Kentucky Utilities Company 
Statements of Income 

(Unaudited) 
(Millions of $) 

Three Months Ended Nine Months Ended 
September 30, 
2008 2007 -- - 

OPERATING REVENUES: 
Total operating revenues ......................................... $ 371 $ 345 

OPERATING EXPENSES: 
Fuel for electric generation ........................................... 147 138 

Other operation and maintenance expenses ................. 67 62 
Depreciation and amortization ..................................... 36 31 

......................................... 3 04 270 

Power purchased .......................................................... 54 39 

Total operating expenses -- 

OPERATING INCOME .............................................. 67 75 

Other expense (income) - net ....................................... (13) (7) 
Interest expense (Notes 5 and 6) .................................. 3 3 
Interest expense to affiliated companies (Note 8) ........ 15 11 -- 

INCOME BEFORE INCOME TAXES ....................... 62 68 

Federal and state income taxes (Note 5) ...................... 19 18 

NET INCOME ............................................................. $ 43 $ 50 

The accompanying notes are an integral part of these financial statements. 

Statements of Retained Earnings 
(Unaudited) 

(Millions of $) 

Three Months Ended 
September 30, 

~ 2008 2007 

Balance at beginning of period ..................................... $ 1 ,I 1 1 $ 950 
Net income ................................................................... 43 50 

Balance at end of period ............................................... u m  

September 30, 
- -  2008 2007 

$ 1,039 $ 963 

380 354 
164 129 
208 184 

99 89 
85 1 756 
- -- 
-- 

188 207 

168 190 

51 60 -- 

Nine Months Ended 
September 30, 
- 2008 2007 

$ 1,037 $ 870 
117 130 ~ _ _ _  

The accompanying notes are an integral part of these financial statements. 
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Kentucky Utilities Company 
Balance Sheets 

(Unaudited) 
(Millions of $) 

ASSETS September 30, December 3 1 , 

Current assets: 
Cash and cash equivalents ..................................................................... 
Restricted cash ....................................................................................... 
Accounts receivable - less reserves of $3 million and $2 million 

as of September 30,2008 and December 3 1,2007, respectively ..... 
Accounts receivable from affiliated companies (Note 8) ...................... 
Materials and supplies: 

Fuel (predominantly coal) ...................................... ......................... 
Other materials and supplies ............................................................. 

Prepayments and other current assets .................................................... 
Total current assets ........................................................................... 

Other property and investments ............................................................. 

Utility plant: 
At original cost ....................................................................................... 
Less: reserve for depreciation ............................................................... 

Net utility plant ................................................................................. 

Deferred debits and other assets: 
Regulatory assets (Note 2): 

Pension and postretirement benefits ................................................. 
Other ................................................................................................. 

Cash surrender value of key man life insurance .................................... 
Other assets ............................................................................................ 

Total deferred debits and other assets ............................................... 

Total assets ............................................................................................. 

- 2008 

$ 2  
1 

176 
8 

59 
36 

3 
285 

33 

-- 

5,459 
1,705 
3.754 

28 
96 
38 
10 

172 

$4.244 

-- 

2007 

$ -  
11 

172 
17 

42 
34 
12 

288 

29 

4,939 
1,622 
3,317 

28 
86 
37 
11 

162 

l!LiLE% 

The accompanying notes are an integral part of these financial statements. 
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Kentucky Utilities Company 
Balance Sheets (cant.) 

(Unaudited) 
(Millions of $) 

LIABIL. ITIES AND EQUITY September 30. December 3 1. 

Current liabilities: 
Current portion of long-term debt (Note 6) ....................................... 
Notes payable to affiliated companies (Notes 6 and 8) .................... 

Accounts payable to affiliated companies (Note 8) ......................... 
Customer deposits ............................................................................. 
Other current liabilities ...................................................................... 

Total current liabilities ................................................................. 

Accounts payable .............................................................................. 

Long-term debt: 
Long-term debt (Note 6) ................................................................... 
Long-term debt to affiliated company (Notes 6 and 8) .................... 

Total long-term debt ..................................................................... 

Deferred credits and other liabilities: 
Accumulated deferred income taxes (Note 5 )  ................................... 
Accumulated provision for pensions and related benefits (Note 4) .. 
Investment tax credit (Note 5) ........................................................... 
Asset retirement obligation ............................................................... 

Accumulated cost of removal of utility plant ............................... 
Regulatory liabilities (Note 2): 

Deferred income taxes - net .......................................................... 
Other ............................................................................................. 

Other liabilities .................................................................................. 
Total deferred credits and other liabilities .................................... 

Common equity: 
Common stock. without par value . 

Authorized 80.000. 000 shares. outstanding 37. 8 17. 878 shares .. 
Additional paid-in capital .................................................................. 

Retained earnings .............................................................................. 
IJndistributed subsidiary earnings ..................................................... 

Total retained earnings ................................................................. 
Total common equity ................................................................... 

Total liabilities and equity ................................................................. 

2008 

$ 33 
116 
141 
41 
20 
3 
382 

220 
1.106 
1. 326 

284 
88 
77 
32 

323 
17 
18 
20 

859 

308 
215 

1. 129 
25 

1. 154 
1.677 

u 

2007 

$ 33 
23 

160 
48 
20 
28 

312 

300 
931 

1. 231 

285 
83 
55 
30 

310 
22 
10 
23 

818 

308 
90 

1. 016 
21 

1.037 
- I. 435 

$3.796 

The accompanying notes are an integral part of these financial statements . 
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Kentucky Utilities Company 
Statements of Cash Flows 

(Unaudited) 
(Millions of $) 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income ............................................................................................ 
Items not requiring cash currently: 

Depreciation and amortization ....................................................... 
Deferred income taxes . net ........................................................... 
Investment tax credit . net ............................................................. 
Other ............................................................................................... 

Accounts receivable ....................................................................... 
Material and supplies ..................................................................... 
Accounts payable ........................................................................... 
Prepayments and other current assets ............................................. 
Other current liabilities ................................................................... 

Changes in current assets and liabilities: 

Pension funding ...................................................................................... 
Fuel adjustment clause receivable, net ................................................... 
Other ....................................................................................................... 

Net cash provided by operating activities ...................................... 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Construction expenditures ...................................................................... 
Asset transferred from affiliate (Note 8) ................................................ 
Change in restricted cash ........................................................................ 

Net cash used for investing activities ............................................. 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Retirement of first mortgage bonds ........................................................ 
Issuance of pollution control bonds ....................................................... 
Additional paid-in capital ....................................................................... 
Long-term borrowings from affiliated company (Note 6 )  ..................... 
Short-term borrowings from affiliated company -” net (Note 6) ............ 

Net cash provided by financing activities ...................................... 
Reacquired bonds ................................................................................... 

CHANGE IN CASH AND CASH EQUIVALENTS ................................. 

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD ..... 

CASH AND CASH EQIJIV‘ALENTS AT END OF PERIOD ................... 

For the Nine Months Ended 
September 30. 
.. 2008 

$ 117 

99 
(3) 

22 
2 

4 

15 

4 

4 

(19) 

(2) 

0 
243 

(554) 
(10) 
3 
(554) 

125 
175 
93 

-.- 313 

2 

0 

u 
The accompanying notes are an integral part of these financial statements . 
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Kentucky Utilities Company 
Notes to Financial Statements 

(Unaudited) 

Note 1 - General 

The unaudited financial statements include the accounts of the Company. KU’s common stock is 
wholly-owned by E.ON U.S., an indirect wholly-owned subsidiary of E.ON. In the opinion of 
management, the unaudited interim financial statements include all adjustments, consisting only 
of normal recurring adjustments, necessary for a fair statement of financial position, results of 
operations, retained earnings and cash flows for the periods indicated. Certain information and 
footnote disclosures normally included in financial statements prepared in accordance with 
generally accepted accounting principles have been condensed or omitted. These unaudited 
financial statements and notes should be read in conjunction with the Company’s financial 
statements and additional information for the year ended December 3 1,2007, including the 
audited financial statements and notes therein. 

Certain reclassification entries have been made to the previous years’ financial statements to 
conform to the 2008 presentation with no impact on net assets, liabilities and capitalization or 
previously reported net income and cash flows. 

RECENT ACCOUNTING PRONOUNCEMENTS 

SFAS No. 161 

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and 
Hedging Activities, an amendment of FASB Statement No. 133, which is effective for fiscal 
years, and interim periods within those fiscal years, beginning on or after November 15, 2008. 
The objective of this statement is to enhance the current disclosure framework in SFAS No. 133, 
Accounting for Derivative Instruments and Hedging Activities, as amended. The Company is 
currently evaluating the impact of adoption of SFAS No. 161 on its statements of operations, 
financial position and cash flows. 

SFAS No. 160 

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated 
Financial Statements, which is effective for fiscal years, and interim periods within those fiscal 
years, beginning on or after December 15, 2008. The objective of this statement is to improve the 
relevance, comparability and transparency of financial information in a reporting entity’s 
consolidated financial statements. The Company expects the adoption of SFAS No. 160 to have 
no impact on its statements of operations, financial position and cash flows. 

SFAS No. 159 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets 
and Financial Liabilities - Including an Amendment of FASB Statement No. 115. SFAS No. 159 
permits entities to choose to measure many financial instruments and certain other assets and 
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liabilities at fair value on an instrument-by-instrument basis (the fair value option). TJnrealized 
gains and losses on items for which the fair value option has been elected are to be recognized in 
earnings at each subsequent reporting date. SFAS No. 159 is effective for fiscal years beginning 
after November 15,2007. SFAS No. 159 was adopted effective January 1 , 2008 and the 
Company elected not to fair value its eligible financial assets and liabilities. 

-- SFAS No. 157 

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, which, except 
as described below, is effective for fiscal years beginning after November 15,2007. This 
statement defines fair value, establishes a framework for measuring fair value in generally 
accepted accounting principles and expands disclosures about fair value measurements. SFAS 
No. 157 does not expand the application of fair value accounting to new circumstances. In 
February 2008, the FASB issued FASB Staff Position 157-2, Eflective Date of FASB Statement 
No. 157, which delays the effective date of SFAS No. 157 for all nonfinancial assets and 
liabilities, except those that are recognized or disclosed at fair value in the financial statements 
on a recurring basis (at least annually), to fiscal years beginning after November 15,2008, and 
interim periods within those fiscal years. All other amendments related to SFAS No. 157 have 
been evaluated and have no impact on the Company’s financial statements. SFAS No. 157 was 
adopted effective January 1 , 2008, except as it applies to those nonfinancial assets and liabilities, 
and had no impact on the statements of operations, financial position and cash flows, however, 
additional disclosures relating to its financial derivatives and AROs, as required, are now 
provided. 
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Note 2 - Rates and Regulatory Matters 

For a description of each line item of regulatory assets and liabilities, reference is made to KU’s 
Annual Report, Note 2 of the financial statements, for the year ended December 3 1,2007. 

The following regulatory assets and liabilities were included in KU’s Balance Sheets: 

Kentucky Utilities Company 
(unaudited) 

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

Subtotal 

September 30, 
-- 2008 
$ 27 

12 
19 
14 
19 

5 
96 

Pension and postretirement benefits 28 
Total regulatory assets $ 124 

Accumulated cost of removal of utility plant $ 323 
Deferred income taxes - net 17 
Other 18 
Total regulatory liabilities u 

December 3 1, 
2007 
$ 24 

10 
20 
17 
11  
4 

86 

28 
u 
$ 310 

22 
10 

3i,-ila 

K U  does not currently earn a rate of return on the FAC regulatory asset, which is a separate 
recovery mechanism with recovery within twelve months. No return is earned on the pension and 
postretirement benefits regulatory asset that represents the changes in funded status of the plans. 
KU is seeking recovery of this asset with the Kentucky Commission as part of the current base 
rate case and will seek recovery of this asset in future proceedings with the Virginia 
Commission. No return is currently earned on the ARO asset. This regulatory asset will be offset 
against the associated regulatory liability, ARO asset and ARO liability at the time the 
underlying asset is retired. The MISO exit amount represents the costs relating to the withdrawal 
from MISO membership. KU is seeking recovery of this asset with the Kentucky Commission as 
part of the current base rate case and will seek recovery of this asset in future proceedings with 
the Virginia Commission. KU currently earns a rate of return on the remaining regulatory assets. 
Other regulatory assets include the merger surcredit and deferred storm costs. Other regulatory 
liabilities include DSM and MISO costs currently included in base rates that will be netted 
against costs of withdrawing from the MISO in the next base rate case. 

MISO Exit. KU and the MISO have agreed upon overall calculation methods for the contractual 
exit fee to be paid by the Company following its withdrawal. In October 2006, KU paid $20 
million to the MISO pursuant to an invoice regarding the exit fee and made related FERC 
compliance filings. The Company’s payment of this exit fee amount was with reservation of its 
rights to contest the amount, or components thereof, following a continuing review of its 
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calculation and supporting documentation. KU and the MISO resolved their dispute regarding 
the calculation of the exit fee and, in November 2007, filed an application with the FERC for 
approval of a recalculation agreement. In March 2008, the FERC approved the parties’ 
recalculation of the exit fee, and the approved agreement provided KU with an immediate 
recovery of $ 1  million and will provide an estimated $3 million over the next eight years for 
credits realized from other payments the MISO will receive, plus interest. Orders of the 
Kentucky Commission approving the Company’s exit from the MISO have authorized the 
establishment of a regulatory asset for the exit fee, subject to adjustment for possible future 
MISO credits, and a regulatory liability for certain revenues associated with former MISO 
administrative charges, which continue to be collected via base rates. The treatment of the 
regulatory asset and liability will be determined in KU’s base rate case, for which a hearing is 
scheduled for KU’s Kentucky base rate case beginning on January 13,2009. The Company 
historically has received approval to recover and refund regulatory assets and liabilities. 

FAC. In August 2008, the Kentucky Commission initiated a routine examination of KU’s FAC 
for the six-month period November 1 , 2007 through April 30,2008. A hearing was held on 
October 7,2008. A second hearing has been scheduled for November 25,2008, for the sole 
purpose of hearing public comments, if any, from several counties in which the newspapers 
failed to publish notice as requested in a timely manner. An order is expected in December of 
2008 or the first quarter of 2009. 

In January 2008, the Kentucky Commission initiated a routine examination of KU’s FAC for the 
six-month period May 1 , 2007 through October 3 1 , 2007. The Kentucky Commission issued an 
Order in June 2008, approving the charges and credits billed through the FAC during the review 
period. 

In August 2007, the Kentucky Commission initiated a routine examination of KU’s FAC for the 
six-month period of November 1 , 2006 through April 30,2007. The Kentucky Commission 
issued an Order in January 2008, approving the charges and credits billed through the FAC 
during the review period. 

KU also employs an FAC mechanism for Virginia customers using an average fuel cost factor 
based primarily on projected fuel costs. The factor may be adjusted annually for over- or under- 
collections of fuel costs from the prior year. In February 2008, KU filed an application with the 
Virginia Commission seeking approval of a decrease in its fuel cost factor applicable during the 
billing period, April 2008 through March 2009. The Virginia Commission allowed the new rates 
to be in effect for the April 2008 customer billings. In April 2008, the Virginia Commission Staff 
recommended a change to the fuel factor KIJ filed in its application, to which KU has agreed. 
Following a public hearing and an Order in May 2008, the recommended change became 
effective in June 2008, resulting in a decrease of 0.482 cents/kWh from the factor in effect for 
the April 2007 through March 2008 period. 

ECR. In June 2008, the Kentucky Commission initiated two six-month reviews for periods ending 
October 3 1 , 2007 and April 30,2008, of KU’s environmental surcharge. The Kentucky 
Commission issued an Order in August 2008, approving the charges and credits billed through the 
ECR during the review period and the rate of return on capital. 

In September 2007, the Kentucky Commission initiated six-month and two-year reviews for 
periods ending October 3 I , 2006 and April 30,2007, respectively, of KU’s environmental 
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surcharge. The Kentucky Commission issued final Orders in March 2008, approving the charges 
and credits billed through the ECR during the review periods, as well as approving billing 
adjustments, roll-in adjustments to base rates, ..revisions to the monthly surcharge filing and the 
rates of return on capital. 

Other Regulatory Matters 

Hurricane Ike Wind Storm. In September 2008, high winds from the remnants of the 
Hurricane Ike wind storm passed through KU’s service territory causing significant outages and 
system damage. In October 2008, KU filed an application with the Kentucky Commission 
requesting approval to establish a regulatory asset, and defer for future recovery, $3 million of 
expenses related to the storm restoration. An order has been requested by the end of the year. 

Rase Rate Case. In July 2008, KU filed an application with the Kentucky Commission 
requesting increases in base electric rates of 2.0% or $22 million annually. A hearing is 
scheduled beginning on January 13, 2009. The requested rates have been suspended until 
February 5,2009, at which time they may be put into effect, subject to refund, if the Kentucky 
Commission has not issued an order in the proceeding. In conjunction with the filing of the 
application for a change in base rates, based on previous orders by the Kentucky Commission 
approving settlement agreements among all interested parties, the VDT surcredit terminated in 
August 2008, and the merger surcredit will terminate upon the implementation of new base rates. 
The termination of the VDT surcredit and merger surcredit will result in a $16 million increase in 
revenues annually. 

FERC Wholesale Rate Case. In September 2008, KU filed an application with the FERC for 
increases in base electric rates applicable to wholesale power sales contracts or interchange 
agreements involving, collectively, twelve Kentucky municipalities. The application requests a 
shift from current, all-in stated unit charge rates to an unbundled and formula rate. The revised 
rates represent an increase of 6% to 7% of current charges and requests a change from the all-in 
stated applicable return on equity of 12%. The proceeding involves data requests or hearings 
before the FERC, as well as data requests and filings by intervenors. An order in the proceeding 
may occur in early 2009. 

CMRG and KCCS Contributions. In July 2008, KU and LG&E, along with Duke Energy 
Kentucky, Inc. and Kentucky Power Company, filed an application with the Kentucky 
Commission requesting approval to establish regulatory assets related to contributions to the 
CMRG for the development of technologies for reducing carbon dioxide emissions and the 
KCCS to study the feasibility of geologic storage of carbon dioxide. The filing companies 
proposed that these contributions be treated as regulatory assets to be deferred until recovery is 
provided in the next base rate case of each company, at which time the regulatory assets will be 
amortized over the life of each project: four years with respect to the KCCS and ten years with 
respect to the CMRG. KIJ and LG&E jointly agreed to provide less than $2 million over two 
years to the KCCS and up to $2 million over ten years to the CMRG. In October 2008, an Order 
approving the establishment of the requested regulatory assets was received and rate recovery 
will be considered in each company’s next base rate case. 

TC2 CCN Application and Transmission Matters. A CCN application for construction of the 
new base-load, coal fired unit known as TC2, which will be jointly owned by KU and LG&E, 
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together with the Illinois Municipal Electric Agency and the Indiana Municipal Power Agency, 
was approved by the Kentucky Commission in November 2005. 

Initial CCN applications for two transmission lines associated with the TC2 unit were approved 
by the Kentucky Commission in September 2005 and May 2006. One of those CCNs, for a line 
running from Jefferson County into Hardin County, was brought up for review to the Franklin 
Circuit Court by a group of landowners. In August 2006, KU, LG&E and the Kentucky 
Commission obtained dismissal of that action, on grounds that the landowners had failed to 
comply with the statutory procedures governing the action for review. That dismissal was 
appealed by the landowners to the Kentucky Court of Appeals, and in December 2007, that 
Court reversed the lower court’s dismissal and remanded the challenge of the CCN to the 
Franklin Circuit Court for further proceedings. KIJ and LG&E filed a motion for discretionary 
review with the Kentucky Supreme Court in May 2008, asking that Court to hear the matter and, 
ultimately, to reverse the Court of Appeals and uphold the Franklin Circuit Court’s dismissal, 
which motion has been opposed by the counter-parties. 

The referenced transmission lines are also subject to routine regulatory filings and require the 
acquisition of easements. All rights of way for one transmission line have been acquired. In April 
2008, in proceedings involving the condemnation of an easement for a portion of the Jefferson 
County to Hardin County transmission line, a Meade County, Kentucky court issued a ruling 
upholding the objections of two property co-owners and dismissed the condemnation proceeding 
pending the completion of the CCN appeal described above. KU and LG&E have filed 
responsive pleadings, including a motion to vacate that decision by the trial court and a 
procedural request with the Court of Appeals seeking expedited review on a petition to direct the 
circuit court to proceed with the condemnation litigation. Additional condemnation proceedings 
involving other parcels of property to support this transmission line are also pending in 
neighboring Hardin County where three landowners have challenged KU’s and LG&E’s right to 
easements, on the same grounds cited by the Meade County court and other purported bases, 
including asserted deficiencies in the air permit relating to the TC2 generation unit. In May, July 
and August 2008, the Hardin County Circuit Court issued rulings denying the property owners’ 
various motions, finding that KU and LG&E had established their condemnation rights and 
granting judgment in favor of KU and LG&E. In August 2008, the property owners petitioned 
for intermediate relief to the Kentucky Court of Appeals and received a stay preventing KU and 
LG&E access to the properties. KU and LG&E have made responsive pleadings at the Court of 
Appeals and continue to engage in settlement negotiations with the property owners. In a 
separate, further proceeding, certain landowners have filed a lawsuit in federal court in 
Louisville, Kentucky against the U.S. Army, KU and LG&E alleging that the U.S. Army failed 
to comply with Section 106 of the National Historic Preservation Act in granting an easement 
across Fort Knox. KIJ and LG&E are working with the U.S. Army in defending against the 
claims. KU and L,G&E are not currently able to predict the ultimate outcome and possible 
effects, if any, on the construction schedule relating to these real property proceedings. 

Merger Surcredit. In December 2007, KU submitted its plan to allow the merger surcredit to 
terminate as scheduled on June 30, 2008, to the Kentucky Commission. In June 2008, the 
Kentucky Commission issued an Order approving a settlement which provides for continuation 
of the merger surcredit until new base rates go into effect. 

VDT. In accordance with the Kentucky Commission’s Order dated March 24,2006, the VDT 
surcredit terminated in the first billing month after the filing for a change in base rates. As KIJ 
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filed its application with the Kentucky Commission for an increase in base rates in July 2008, the 
VDT surcredit terminated with the first billing cycle in August 2008. 

DSM. In July 2007, KU and LG&E filed an application with the Kentucky Commission 
requesting an order approving enhanced versions of the existing DSM programs along with the 
addition of several new cost effective programs. The total annual budget for these programs is 
approximately $26 million, an increase over the previous annual costs of approximately $10 
million. In March 2008, the Kentucky Commission issued an Order approving the application, 
with minor modifications. KU and LG&E filed revised tariffs in April 2008, under authority of 
this Order, which were effective in May 2008. 

Mandatory Reliability Standards. As a result of the EPAct 2005, certain formerly voluntary 
reliability standards became mandatory in June 2007, and authority was delegated to various 
RROs by the NERC, which was authorized by the FERC to enfarce compliance with such 
standards, including promulgating new standards. Failure to comply with mandatory reliability 
standards can subject a registered entity to sanctions, including potential fines of up to $1 million 
per day, as well as non-monetary penalties, depending upon the circumstances of the violation. 
KU is a member of the SERC, which acts as KU’s RRO. During May 2008, the SERC and KIJ 
agreed in principle to a settlement involving penalties totaling less than $1 million concerning ‘ 

KU’s February 2008 self-report concerning possible violations of certain existing mitigation 
plans relating to reliability standards. The SERC and KU are currently involved in settlement 
negotiations concerning a June 2008 self-report by KIJ relating to three other standards. 
Additionally, KU has submitted to the SERC an October 2008 self report of a possible violation 
relating to one further standard, for which SERC proceedings are in the early stages and 
therefore unable to be determined. Mandatory reliability standard settlements commonly include 
other non-penalty elements, including compliance steps and mitigation plans. Settlements in 
principle with the SERC proceed to the NERC and FERC review before becoming final. While 
KU believes itself to be in compliance with the mandatory reliability standards, KU cannot 
predict the outcome of other analyses, including on-going SERC or other reviews described 
above. 

Depreciation Study. In December 2007, KIJ filed a depreciation study with the Kentucky 
Commission as required by a previous Order. An adjustment to the depreciation rates is 
dependent on an order being received from the Kentucky Commission. In July 2008, KIJ filed a 
mation to consolidate the procedural schedule of the depreciation study with the application for a 
change in base rates. In August 2008, the Kentucky Commission issued an Order consolidating 
the depreciation study with the base rate case proceeding. KlJ also filed the depreciation study 
with the Virginia Commission, but has not requested formal review and approval of the 
depreciation rates from the Virginia Commission. Such a review will take place either during 
KIJ’s next base rate case in Virginia or when KU makes a formal application to the Virginia 
Commission for approval of the proposed rates. 

Brownfield Development Rider Tariff. In March 2008, KIJ received Kentucky Commission 
approval for a Brownfield Development Rider, which offers a discounted rate to electric 
customers who meet certain usage and location requirements, including taking new service at a 
brownfield site, as certified by the appropriate Kentucky state agency. The rider would permit 
special contracts with such customers which provide for a series of declining partial rate 
discounts over an initial five-year period of a longer service arrangement. The tariff is intended 
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to promote local economic redevelopment and efficient usage of utility resources by aiding 
potential reuse of vacant brownfield sites. 

Real-Time Pricing. In December 2006, the Kentucky Commission issued an Order indicating 
that the EPAct 2005 Section 1252, Smart Metering and Section 1254, Interconnection standards 
should not be adopted. However, five Kentucky Commission jurisdictional utilities were 
required to file real-time pricing pilot programs for their large commercial and industrial 
customers. KU developed a real-time pricing pilot for large industrial and commercial customers 
and filed the details of the plan with the Kentucky Commission in April 2007. In February 2008, 
the Kentucky Commission issued an Order approving the real-time pricing pilot program 
proposed by KIJ, for implementation within approximately eight months, for its large 
commercial and industrial customers. The tariff was filed in October 2008, with an effective date 
of December 1,2008. 

Utility Competition in Virginia. The Commonwealth of Virginia passed the Virginia Electric 
lJtility Restructuring Act in 1999. This act gave Virginia customers the ability to choose their 
electric supplier. Rates are capped at current levels through December 2010. In April 2007, 
Virginia passed legislation terminating this competitive market and commencing re-regulation of 
utility rates in Virginia. The new act will end the cap on rates at the end of 2008, rather than 
through December 2010, and end customer choice for most consumers in the applicable regions 
of the state. Thereafter, a hybrid model of regulation is expected to apply in Virginia, whereby 
utility rates would be reviewed every two years and a utility’s rate of return on equity shall not 
be set lower than the average of the rates of return for other regional utilities, with certain caps, 
floors or adjustments. The legislation was effective in July 2007, and also includes a 10% 
nonbinding goal for renewable power generation by 2022, as well as incentives for new 
generation, including renewables. Under the legislation, KU retains an existing exemption from 
customer choice and other restructuring activities as applicable to KU’s limited service territory 
in Virginia. However, subject to future developments, KU may or may not undertake such a rate 
proceeding in the first six months of 2009 based on calendar year 2008 financial data under the 
hybrid model of regulation, or make biennial rate filings with the Virginia Commission 
thereafter. 

Interconnection and Net Metering Guidelines. In May 2008, the Kentucky Commission on its 
own motion initiated a proceeding to establish interconnection and net metering guidelines in 
accordance with amendments to existing statutory requirements for net metering of electricity. 
The jurisdictional electric utilities and intervenors in this case presented the proposed 
interconnection guidelines to the Kentucky Commission in October 2008. An order is expected 
by the end of the year. 

Note 3 - Financial Instruments 

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

No changes to valuation techniques for energy trading and risk management activities occurred 
during 2008 or 2007. Changes in market pricing, interest rate and volatility assumptions were 
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made during both years. All contracts outstanding at September 30,2008 and 2007, had a 
maturity of less than one year. Energy trading and risk management contracts are valued using 
Level 2, prices actively quoted for proposed or executed transactions or quoted by brokers or 
observable inputs other than quoted prices. Collateral related to the energy trading and risk 
management contracts is categorized as restricted cash. 

Effective January 1 , 2008, KU adopted the required provisions of SFAS No. 157, excluding the 
exceptions related to nonfinancial assets, which will be adopted effective January 1 , 2009, 
consistent with FASB Staff Position 157-2. KU has classified the applicable financial assets that 
are accounted for at fair value into the three levels of the fair value hierarchy, as defined by 
SFAS No. 157. The following table sets forth by level within the fair value hierarchy KU's 
financial assets that were accounted for at fair value on a recurring basis as of September 30, 
2008. Liabilities accounted for at fair value total less than $1 million and use Level 2 
measurements. There are no Level 3 measurements for this period. 

Recurring Fair Value Measurements Level 1 Level 2 - Total 
(in millions) 
Assets: 
Energy trading and risk management 

Energy trading and risk management 
contracts $ -  $ 1  $ 1  

contracts cash collateral I 1 
Total Assets $1$1 u 

- 
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Note 4 - Pension and Other Postretirement Benefit Plans 

The following tables provide the components of net periodic benefit cost for pension and other 
Postretirement benefit plans. The tables include the costs associated with both KU employees 
and E.ON 1J.S. Services employees who are providing services to the utility. The E.ON U.S. 
Services costs that are allocated to KU are approximately 43% and 42% of E.ON U.S. Services 
total cost for 2008 and 2007, respectively. 

Pension Benefits 

(in millions) 

Three Months Ended 
September 30, 
 zoos^ 

Service cost $ 3 $  3 
Interest cost 10 10 
Expected return on plan assets (12) (12) 
Amortization of prior service costs 1 1 
Amortization of actuarial loss -- 
Benefit cost uu 

- 1 

(in millions) 

Other Postretirement Benefits 

Three Months Ended 
September 30, 
-- 2008 2007 

Service cost $ 1 $ 1  
Interest cost 1 2 
Expected return on plan assets - - 

- - Amortization of transition costs ___. __- 

Benefit cost -- uu 

Nine Months Ended 
September 30, m m  
$ 9  $ 1 1  

31 30 
(35) (37) 

1 1 
1 3 
u u  - -  

Nine Months Ended 
September 30, 
gmm 

During 2008, KU made contributions to other postretirement benefits plans of $2 million. KU 
anticipates making further voluntary contributions to the postretirement plan, but no additional 
contributions to the pension plan in 2008. 

Note 5 - Income Taxes 

A United States consolidated income tax return is filed by E.ON U.S.’s direct parent, EUSIC, for 
each tax period. Each subsidiary of the consolidated tax group, including KU, calculates its 
separate income tax for each tax period. The resulting separate-return tax cost or benefit is paid 
to or received from the parent company or its designee. KU also files income tax returns in 
various state jurisdictions. With few exceptions, K‘IJ is no longer subject to U.S. federal income 
tax examinations for years before 2005. Statutes of limitations related to 2005 and later returns 
are still open. Tax years 2005,2006 and 2007 are under audit by the IRS with the 2007 return 
being examined under an IRS pilot program named “Compliance Assurance Process”. This 
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program accelerates the IRS’s review to begin during the year applicable to the return and ends 
90 days after the return is filed. 

KU adopted the provisions of FIN 48, Accounting.for [Jncertainty in Income Taxes, an 
Interpretation of SFAS No. 109, effective January 1,2007. At the date of adoption, KU had less 
than $1 million of unrecognized tax benefits, primarily related to federal income taxes. If 
recognized, the amount of unrecognized tax benefits would reduce the effective income tax rate. 
Possible amounts of uncertain tax positions for KIJ that may decrease within the next 12 months 
total less than $ 1  million, and are based on the expiration of the audit periods as defined in the 
statutes. 

The amount KIJ recognized as interest accrued related to unrecognized tax benefits was less than 
$1 million as of September 30,2008 and December 3 1 , 2007. The interest accrued is based on 
IRS and Kentucky Department of Revenue large corporate interest rates for underpayment of 
taxes. At the date of adoption, KU accrued less than $1 million in interest expense on uncertain 
tax positions. No penalties were accrued by KU upon adoption of FIN 48, or through September 
30, 2008. 

In June 2006, KU and LG&E filed a joint application with the U.S. Department of Energy 
(“DOE”) requesting certification to be eligible for investment tax credits applicable to the 
construction of TC2. In November 2006, the DOE and the IRS announced that KTJ and LG&E 
were selected to receive the tax credit. A final IRS certification required to obtain the investment 
tax credit was received in August 2007. In September 2007, KU received an Order from the 
Kentucky Cammission approving the accounting of the investment tax credit. KU’s portion of 
the TC2 tax credit will be approximately $100 million over the construction period and will be 
amortized to income over the life of the related property beginning when the facility is placed in 
service. Based on eligible construction expenditures incurred, KU recorded investment tax 
credits of $9 million and $10 million during the three-month periods ended September 30,2008 
and 2007, respectively, and $22 million and $30 million during the nine months ended 
September 30, 2008 and 2007, respectively, decreasing current federal income taxes. 

In March 2008, certain environmental and preservation groups filed suit in federal court in North 
Carolina against the DOE and IRS claiming the investment tax credit program was in violation 
of certain environmental laws and demanded relief, including suspension or termination of the 
program. In August 2008, the plaintiffs submitted an amended complaint alleging additional 
claims for relief. In November 2008, the Court dismissed the suit. The dismissal is subject to 
appeal by the plaintiffs; however, it is unclear at this time if they will do so. KU is not currently a 
party to this proceeding and is not able to predict the ultimate outcome of this matter. 

Note 6 - Short-Term and Long-Term Debt 

KU’s long-term debt includes $33 million classified as current liabilities because these bonds are 
subject to tender for purchase at the option of the holder and to mandatory tender for purchase 
upon the occurrence of certain events. These bonds include Carroll County Series 2002 A and B, 
Muhlenberg County Series 2002 A and Mercer County Series 2002 A. These bonds mature in 
2032. KIJ does not expect to pay these amounts in 2008. The average annualized interest rate for 
these bonds during the nine months ended September 30,2008, was 1 .90%. 



As of September 30, 2008, KIJ maintained a bilateral line of credit totaling $35 million which 
matures in June 2012. At that time, there was no balance outstanding under this facility. See 
Note 9 Subsequent Events. 

Pollution control series bonds are obligations of KIJ issued in connection with tax-exempt 
pollution control revenue bonds issued by various governmental entities, principally counties in 
Kentucky. A loan agreement obligates KU to make debt service payments to the county that 
equate to the debt service due from the county on the related pollution control revenue bonds. 
Until a series of financing transactions was completed during February 2007, the county’s debt 
was also secured by an equal amount of KU’s first mortgage bonds that were pledged to the 
trustee for the pollution control revenue bonds that match the terms and conditions of the 
county’s debt, but require no payment of principal and interest unless KIJ defaults on the loan 
agreement. Subsequent to February 2007, the loan agreement is an unsecured obligation of KU. 
Proceeds from bond issuances for environmental equipment (primarily related to the installation of 
FGDs) were held in trust pending expenditure for qualifying assets. At September 30,2008, KU 
had no bond proceeds in trust, and at December 31 , 2007, KU had $1 1 million of bond proceeds in 
trust, included in restricted cash in the balance sheets. 

Several of the KIJ pollution control bonds are insured by monoline bond insurers whose ratings 
have been under pressure due to exposures relating to insurance of sub-prime mortgages. At 
September 30,2008, KU had an aggregate $333 million of outstanding pollution control 
indebtedness, of which $193 million is in the form of insured auction rate securities wherein 
interest rates are reset either weekly or every 35 days via an auction process. Beginning in late 
2007, the interest rates on these insured bonds began to increase due to investor concerns about 
the creditworthiness of the bond insurers. In 2008, interest rates have cantinued to increase, and 
the Company has experienced “failed auctions” when there are insufficient bids for the bonds. 
When there is a failed auction, the interest rate is set pursuant to a formula stipulated in the 
indenture, which can be as high as 15%. During the nine months ended September 30, 2008 and 
2007, the average rate on the auction rate bonds was 4.72% and 3.29%, respectively. The 
instruments governing these auction rate bonds permit KU to convert the bonds to other interest 
rate modes, such as various short-term variable rates, long-term fixed rates or intermediate-term 
fixed rates that are reset infrequently. In the first nine months of 2008, the ratings of the Carroll 
County 2004 Series A bonds were downgraded from Aaa to A2 by Moody’s and from AAA to 
AA, and subsequently to A and then to BBB+, by S&P, and the Carroll County 2006 Series C 
bonds were downgraded from Aaa to A2 by Moody’s and from AAA to A-, and subsequently to 
BBB+, by S&P due to downgrades of the bond insurer. The ratings of the following bonds were 
downgraded from Aaa to Aa3 by Moody’s and from AAA to AA by S&P due to downgrades of 
the bond insurer: Mercer County 2000 Series A, Carroll County 2002 Series C, Carroll County 
2005 Series A and B, Carroll County 2006 Series A and B, Carroll County 2007 Series A and 
Trimble County 2007 Series A. 

In February 2008, KU issued a notice to bondholders of its intention to convert the Carroll 
County 2007 Series A bonds and the Trimble County 2007 Series A bonds from the auction rate 
mode to a fixed interest rate mode, as permitted under the loan documents. These conversions 
were completed in April 2008, and the new rates on the bonds are 5.75% and 6.00%, 
respectively. 

In March 2008, KU issued notices to bondholders of its intention to convert the Carroll County 
2006 Series C bonds and the Mercer County 2000 Series A bonds from the auction rate mode to 
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a weekly interest rate mode, as permitted under the loan documents. The Carroll County 
conversion was completed in April 2008, and the Mercer County conversion was completed in 
May 2008. In connection with these conversions, KU purchased the bonds from the remarketing 
agent. 

In June 2008, KU issued notices to bondholders of its intention to convert the Carroll County 
2004 Series A bonds from the auction rate mode to a weekly interest rate mode, as permitted 
under the loan documents. The conversion was completed in July 2008. In connection with the 
conversion, KU purchased the bonds from the remarketing agent. 

As of September 30,2008, KU had repurchased bonds in the amount of $80 million. KIJ will 
hold some or all of such repurchased bonds until a later date, at which time KU may refinance, 
remarket or further convert such bonds. Uncertainty in markets relating to auction rate securities 
or steps KU has taken or may take to mitigate such uncertainty, such as additional conversion, 
subsequent restructurings or redemption and refinancing, could result in KU incurring increased 
interest expense, transaction expenses or other costs and fees or experiencing reduced liquidity 
relating to existing or future pollution control financing structures. 

KU participates in an intercompany money pool agreement wherein E.ON U.S. and/or LG&E 
make funds available to KU at market-based rates (based on highly rated commercial paper 
issues) of up to $400 million. Details of the balances are as follows: 

Total Money Amount Balance Average 
($ in millions) Pool Available Outstanding Available __ Interest Rate 
September 30,2008 $400 $ 1  16 $284 2.45% 
December 3 1,2007 $400 $ 23 $377 4.75% 

E.ON U.S. maintains a revolving credit facility totaling $489 million at September 30,2008 and 
$1 50 million at December 3 1,2007, to ensure funding availability for the money pool. The 
revolving facility as of September 30, 2008, is split into separate loans totaling $489 million. 
One facility, totaling $150 million, is with E.ON North America, Inc., while the remaining loans, 
totaling $339 million, are with Fidelia; both are affiliated companies. The facility as of 
December 3 1,2007, is with E.ON North America, Inc. The balances are as follows: 

Amount Balance Average 
($ in millions) Total Available outstanding Available Interest Rate 
September 30,2008 $489 $469 $20 3.94% 
December 3 I ,  2007 $150 $ 62 $88 4.97% 

There were no redemptions of long-term debt year-to-date through September 30,2008. 

The issuances of long-term debt year-to-date through September 30,2008, are summarized 
below: 

($ in millions) Principal Secured/ 
- Year Description Amount Unsecured Maturity 
2008 Due to Fidelia $50 6.16% Unsecured 2018 
2008 Due to Fidelia $50 5.645% Unsecured 2018 
2008 Due to Fidelia $75 5.85% Unsecured 2023 
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Note 7 - Commitments and Contingencies 

Except as may be discussed in this quarterly report (including Note 2), material changes have not 
occurred in the current status of various commitments or contingent liabilities from that 
discussed in KIJ’s Annual Report for the year ended December 3 1,2007 (including in Notes 2 
and 9 to the financial statements of KU contained therein). See the above-referenced notes in 
KIJ’s Annual Report regarding such commitments or contingencies. 

Owensboro Contract Litigation. In May 2004, the City of Owensboro, Kentucky and OMU 
commenced a suit now removed to the U.S. District Court for the Western District of Kentucky, 
against KII concerning a long-term power supply contract (the “OMU Agreement”) with KU. 
The dispute involves interpretational differences regarding issues under the OMU Agreement, 
including various payments or charges between KU and OMU and rights concerning excess 
power, termination and emissions allowances. The complaint seeks in excess of $6 million in 
damages in connection with one of its claims for periods prior to 2004, plus damages in an 
unspecified amount for later-occurring periods on that claim and for other claims. OMU has 
additionally requested injunctive and other relief, including a declaration that KU is in material 
breach of the contract. KU has filed an answer in this proceeding denying the OMU claims and 
presenting counterclaims and amended such filing in January 2007, to include further 
counterclaims alleging additional damages. 

During 2005, the FERC declined KIJ’s application to exercise exclusive jurisdiction on matters. 
In July 2005, the district court resolved a summary judgment motion made by KU in OMU’s 
favor, ruling that a contractual provision grants OMU the ability ta terminate the contract 
without cause upan four years’ prior notice. A motion to reconsider that ruling was later denied. 

In May 2006, OMU issued a notification of its intent to terminate the OMIJ agreement contract 
in May 2010, without cause, absent any earlier relief which may be permitted by the proceeding, 
pursuant to the summary judgment in its favor. However, KU retains the right to appeal that 
summary judgment once the remaining claims in the lawsuit are adjudicated. The parties 
completed discovery and filed various dispositive motions before the court. 

In September and October 2008, the court granted rulings on a number of summary judgment 
petitions in KU’s favor, including deteiminations that KIJ’s interpretation of facilities charge 
fund payments was accurate; that KU is the proportionate owner of NOx allowances allocated to 
the OMIJ plant by the government; that OMIJ’s claim for back-up power charges should be 
capped at a certain price and a denial of OMU’s petition to dismiss KU’s counterclaim. The 
summary judgment rulings dismiss a substantial portion of OMU’s material claims. Following 
the trial or other qualifying procedural occurrence, the various summary judgment motions 
would become appealable. The trial began on October 21 , 2008 on the remaining matters before 
the court, including KU’s counterclaim that OMU has failed to operate and maintain its plant in a 
good and workmanlike manner. The parties retain certain appeal rights and the Company is 
currently unable to determine the final outcome of this matter. 

Construction Program. KU had approximately $224 million of commitments in connection with 
its construction program at September 30,2008. 

In June 2006, KIJ and LG&E entered into a construction contract regarding the TC2 project. The 
contract is generally in the form of a lump-sum, turnkey agreement for the design, engineering, 
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procurement, construction, commissioning, testing and delivery of the project, according to 
designated specifications, terms and conditions. The contract price and its components are 
subject to a number of potential adjustments which may serve to increase or decrease the 
ultimate construction price paid or payable to the contractor. The contract also contains standard 
representations, covenants, indemnities, termination and other provisions for arrangements of 
this type, including termination for convenience or for cause rights. 

TC2 Air Permit. The Sierra Club and other environmental groups filed a petition challenging 
the air permit issued for the TC2 baseload generating unit which was issued by the KnAQ in 
November 2005. The filing of the challenge did not stay the permit, so the Company was free to 
proceed with construction during the pendancy of the action. In June 2007, the state hearing 
officer assigned to the matter recommended upholding the air permit with minor revisions. In 
September 2007, the Secretary of the Kentucky Environmental and Public Protection Cabinet 
issued a final Order approving the hearing officer’s recommendation and upholding the permit. 
In September 2007, KIJ administratively applied for a permit revision to reflect minor design 
changes. In October 2007, the environmental groups submitted comments objecting to the draft 
permit revisions and, in part, attempting to reassert general objections to the generating unit. In 
January 2008, the KDAQ issued a final permit revision. The environmental groups did not 
appeal the final Order upholding the permit or file a petition challenging the permit revision by 
the appiicable deadlines. However, in October 2007, the environmental groups filed a lawsuit in 
federal court seeking an order for the EPA to grant or deny their pending petition for the EPA to 
“veto” the state air permit and in April 2008, they filed a petition seeking veto of the permit 
revision. In September 2008, the EPA issued an order denying nine of eleven claims alleged in 
one of the petitions, but finding deficiencies in two areas of the permit. The KDAQ has 90 days 
to respond to the EPA’s order. Although the Company does not expect material changes in the 
permit as a result of the petitions, the EPA has yet to rule on several additional claims. The 
Company is currently unable to determine the final outcome of this matter or the impact of an 
unfavorable determination upon the Company’s financial condition or results of operations. 

Environmental Matters. KU’s operations are subject to a number of environmental laws and 
regulations in each of the jurisdictions in which it operates, governing, among other things, air 
emissions, wastewater discharges, the use, handling and disposal of hazardous substances and 
wastes, soil and groundwater contamination and employee health and safety. 

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

Ambient Air QuaZiV. The Clean Air Act requires the EPA to periodically review the available 
scientific data for six criteria pollutants and establish concentration levels in the ambient air 
sufficient to protect the public health and welfare with an extra margin for safety. These 
concentration levels are known as NAAQS. Each state must identify “nonattainment areas’’ 
within its boundaries that fail to comply with the NAAQS and develop a SIP to bring such 
nonattainment areas into compliance. If a state fails to develop an adequate plan, the EPA must 
develop and implement a plan. As the EPA increases the stringency of the NAAQS through its 
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periodic reviews, the attainment status of various areas may change, thereby triggering additional 
emission reduction obligations under revised SIPs aimed to achieve attainment. 

In 1997, the EPA established new NAAQS for ozone and fine particulates that required 
additional reductions in SO2 and NOx emissions from power plants. In 1998, the EPA issued its 
final “NOx SIP Call” rule requiring reductions in NOx emissions of approximately 85% from 
1990 levels in order to mitigate ozone transport from the midwestern U.S. to the northeastern 
U.S. To implement the new federal requirements, Kentucky amended its SIP in 2002 to require 
electric generating units to reduce their NOx emissions to 0.15 pounds weight per MMBtu on a 
company-wide basis. In 2005, the EPA issued the CAIR which required additional SO2 emission 
reductions of 70% and NOx emission reductions of 65% from 2003 levels. The CAIR provided 
for a two-phase cap and trade program, with initial reductions of NOx and SO2 emissions due by 
2009 and 20 10, respectively, and final reductions due by 20 15. In 2006, Kentucky proposed to 
amend its SIP to adopt state requirements similar to those under the federal CAIR. Depending on 
the level of action determined necessary to bring local nonattainment areas into compliance with 
the new ozone and fine particulate standards, KU’s power plants are potentially subject to 
additional reductions in SO2 and NOx emissions. In March 2008, the EPA issued a revised 
NAAQS for ozone, which contains a more stringent standard than that contained in the previous 
regulation. At present, KU is unable to determine what, if any, additional requirements may be 
imposed to achieve compliance with the new ozone standard. 

In July 2008, a federal appeals court issued a ruling finding statutory and regulatory infirmities in 
the CAIR and potentially vacating it, and has conducted subsequent proceedings on the matter. 
During October 2008, the appellate court issued a ruling requesting briefs of the parties 
regarding whether vacating the CAIR is the applicable relief to be granted. KU, LG&E and 
industry parties are monitoring these further proceedings. Depending upon the course of such 
matters, the CAIR could be superseded by new or revised NOx or SO2 regulations with different 
or more stringent requirements and SIPs which incorporate CAIR requirements could be subject 
to revision. KU is also reviewing aspects of its compliance plan relating to the CAIR, including 
scheduled or contracted pollution control construction programs. Finally, as discussed below, the 
current invalidation of the CAIR results in some uncertainty with respect to certain other EPA or 
state programs and proceedings and KU’s and LG&E’s compliance plans relating thereto, due to 
the interconnection of the CAIR and CAIR-associated steps with such associated programs. At 
present, KIJ is not able to predict the outcomes of the legal and regulatory proceedings related to 
the CAIR and whether such outcomes could have a material effect on the Company’s financial or 
operational conditions. 

Hazardous Air Pollutants. As provided in the 1990 amendments to the Clean Air Act, the EPA 
investigated hazardous air pollutant emissions from electric utilities and submitted a report to 
Congress identifying mercury emissions from coal-fired power plants as warranting further 
study. In 2005, the EPA issued the CAMR establishing mercury standards for new power plants 
and requiring all states to issue new SIPs including mercury requirements for existing power 
plants. The EPA issued a model rule which provides for a two-phase cap and trade program with 
initial reductions due by 2010 and final reductions due by 201 8. The CAMR provided for 
reductions of 70% from 2003 levels. The EPA closely integrated the CAMR and CAIR programs 
to ensure that the 201 0 mercury reduction targets would be achieved as a “co-benefit” of the 
controls installed for purposes of compliance with the CAIR. 
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In February 2008, a federal appellate court issued a decision vacating the CAMR. Certain parties 
have filed a petition seeking review in the 1J.S. Supreme Court. Depending on the final outcome 
of the pending appeal, the CAMR could be superseded by new mercury reduction rules with 
different or more stringent requirements. Kentucky has subsequently proposed to repeal the 
corresponding state mercury regulations. At present, KU is not able to predict the outcomes of 
the legal and regulatory proceedings related to the CAMR and whether such outcomes could 
have a material effect on the Companies’ financial or operational conditions. 

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

Regional Haze. The Clean Air Act also includes visibility goals for certain federally designated 
areas, including national parks, and requires states to submit SIPs that will demonstrate 
reasonable progress toward preventing future impairment and remedying any existing 
impairment of visibility in those areas. In 2005, the EPA issued its CAVR detailing how the 
Clean Air Act’s BART requirements will be applied to facilities, including power plants, built 
between 1962 and 1974 that emit certain levels of visibility impairing pollutants. Under the final 
rule, as the CAIR provided for more visibility improvement than BART, states are allowed to 
substitute CAIR requirements in their regional haze SIPs in lieu of controls that would otherwise 
be required by BART. The final rule has been challenged in the courts. Additionally, because 
the regional haze SIPs incorporate certain CAIR requirements, the final outcome of the challenge 
to CAIR could potentially impact regional haze SIPs. See “Ambient Air Quality” above for a 
discussion of CAR-related uncertainties. 

Installation of Pollution Controls. Many of the programs under the Clean Air Act utilize cap and 
trade mechanisms that require a company to hold sufficient emissions allowances to cover its 
authorized emissions on a company-wide basis and do not require installation of pollution 
controls on every generating unit. Under cap and trade programs, companies are free to focus 
their pollution control efforts on plants where such controls are particularly efficient and utilize 
the resulting emission allowances for smaller plants where such controls are not cost effective. 
KU met its Phase I SO2 requirements primarily through installation of FGD equipment on Ghent 
Unit 1. KIJ’s strategy for its Phase I1 SO2 requirements, which commenced in 2000, includes the 
installation of additional FGD equipment, as well as using accumulated emission allowances and 
fuel switching to defer certain additional capital expenditures. In order to achieve the NOx 
emission reductions and associated obligations, KU installed additional NOx controls, including 
SCR technology, during the 2000 to 2007 time period at a cost of $220 million. In 2001 , the 
Kentucky Commission granted approval to recover the costs incurred by KU for these projects 
through the environmental surcharge mechanism. Such monthly recovery is subject to periodic 
review by the Kentucky Commission. 

In order to achieve mandated emissions reductions, K U  expects to incur additional capital 
expenditures totaling approximately $520 million during the 2008 through 201 0 time period for 
pollution controls, including FGD and SCR equipment, and additional operating and 
maintenance costs in operating such controls. In 2005, the Kentucky Commission granted 
approval to recover the costs incurred by KU for these projects through the ECR mechanism. 
Such monthly recovery is subject to periodic review by the Kentucky Commission. KU believes 
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its costs in reducing SOz, NOx and mercury emissions to be comparable to those of similarly 
situated utilities with like generation assets. KU’s compliance plans are subject to many factors 
including developments in the emission allowance and fuels markets, future legislative and 
regulatory enactments, legal proceedings and advances in clean air technology. KU will continue 
to monitor these developments to ensure that its environmental obligations are met in the most 
efficient and cost-effective manner. See “Ambient Air Quality” above for a discussion of CAIR- 
related uncertainties. 

Potential GHG Controls. In 2005, the Kyoto Protocol for reducing GHG emissions took effect, 
obligating 37 industrialized countries to undertake substantial reductions in GHG emissions. The 
U.S. has not ratified the Kyoto Protocol and there are currently no mandatory GHG emission 
reduction requirements at the federal level. Legislation mandating GHG reductions has been 
introduced in the Congress, but no federal legislation has been enacted to date. In the absence of 
a program at the federal level, various states have adopted their own GHG emission reduction 
programs. Such programs have been adopted in various states including I 1  northeastern U.S. 
states and the District of Columbia under the Regional GHG Initiative program and California. 
Substantial efforts to pass federal GHG legislation are ongoing. In April 2007, the U.S. Supreme 
Court ruled that the EPA has the authority to regulate GHG under the Clean Air Act. KU is 
monitoring ongoing efforts to enact GHG reduction requirements at the state and federal level 
and is assessing potential impacts of such programs and strategies to mitigate those impacts. KIJ 
is also monitoring relevant regulatory proceedings involving the EPA’s advanced notice of 
proposed rulemaking for regulation of GHGs under the existing authority of the Clean Air Act 
and proposed rules governing carbon sequestration. KU is unable to predict whether mandatory 
GHG reduction requirements will ultimately be enacted. As a Company with significant coal- 
fired generating assets, KU could be substantially impacted by programs requiring mandatory 
reductions in GHG emissions, although the precise impact on the operations of KU, including the 
reduction targets and deadlines that would be applicable, cannot be determined prior to the 
enactment of such programs. 

Brown New Source Review Litigation. In April 2006, the EPA issued an NOV alleging that KU 
had violated certain provisions of the Clean Air Act’s new source review rules relating to work 
performed in 1997, on a boiler and turbine at KU’s E.W. Brown generating station. In December 
2006, the EPA issued a second NOV alleging the Company had exceeded heat input values in 
violation of the air permit for the unit. In March 2007, the U.S. Department of Justice filed a 
complaint in federal court in Kentucky alleging the same violations specified in the prior NOVs. 
The complaint seeks civil penalties, including potential per-day fines, remedial measures and 
injunctive relief. In April 2007, KU filed an answer in the civil suit denying the allegations. In 
July 2007, the court entered a schedule providing for a July 2009 date for trial. The parties are 
currently proceeding with discovery while concurrently engaged in active settlement 
negotiations. A $3 million accrual has been recorded based on the current status of those 
discussions, however, KU cannot determine the overall outcome or potential effects of these 
matters, including whether substantial fines, penalties or remedial measures may result, which 
could be in excess of the amount reserved. Also of uncertain potential effect, if any, is the 
invalidation of the CAIR on the progress or content of settlement discussions. See “Ambient Air 
Quality” above for a discussion of CAIR-related uncertainties. 

Section 114 Requests. In August 2007, the EPA issued administrative information requests under 
Section 114 of the Clean Air Act requesting new source review-related data regarding certain 
projects undertaken at L,G&E’s Mill Creek 4 and Trimble County 1 generating units and KU’s 
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Ghent 2 generating unit. KU and LG&E have complied with the information requests and are not 
able to predict further proceedings in this matter at this time. 

Ghent Opacity NOV. In September 2007, the EPA issued an NOV alleging that KIJ had violated 
certain provisions of the Clean Air Act’s operating rules relating to opacity during June and July 
of 2007 at Units I and 3 of KU’s Ghent generating station. The parties have met on this matter 
and KU has received no further communications from the EPA. KIJ is not able to estimate the 
outcome or potential effects of these matters, including whether substantial fines, penalties or 
remedial measures may result. 

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

Note 8 - Related Party Transactions 

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

Electric Purchases 

KU and LG&E purchase energy from each other in order to effectively manage the load of their 
retail and wholesale customers. These sales and purchases are included in the statements of 
income as operating revenues and purchased power operating expense. KU intercompany electric 
revenues and purchased power expense were as follows: 

Three Months Ended Nine Months Ended 
September 30, September 30, 

(in millions) - 2008 - 2007 - 2008 2007 

Purchased power from LG&E 21 18 73 71 
Electric operating revenues from LG&E $ 1  5 $ 7  $44 $33 

Interest Charges 

See Note 6, Short-Term and Long-Term Debt, for details of intercompany borrowing 
arrangements. Intercompany agreements do not require interest payments for receivables related 
to services provided when settled within 30 days. 
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KU’s intercompany interest expense was as follows: 

Three Months Ended Nine Months Ended 
September 30, September 30, 

(in millions) 2008 - 2007 ~~ 

Interest on money pool loans $ 1  $ 2  $ 1  $ 5  
Interest on Fidelia loans 14 . 9  40 24 

Other Intercompany Billings 

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

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

Intercompany billings to and from KU were as follows: 

Three Months Ended 
September 3 0 , 

Nine Months Ended 
September 30, 

E.ON U.S. Services billings to KU $62 $42 $1 73 $389 
(in millions) 2008 - 2007 - 2008 2007 

KU billings to LG&E 21 1 1  58 33 
LG&E billings to KIJ - 2 5 35 
KU billings to E.ON U.S. Services - 22 2 24 

In June 2008, LG&E transferred assets related to TrimbIe County Unit 2 with a net book value of 
$10 million to KU. 

In March, June and September 2008, KU received capital contributions from its comman 
shareholder, E.ON U.S., in the amounts of $25 million, $50 million and $50 million, 
respectively. 
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Note 9 - Subsequent Events 

On October 17, 2008, KU closed on a new $78 million bilateral line of credit which has a 364 
day maturity. 

On October 17,2008, KU issued Carroll County 2008 Series A tax exempt bonds in the amount 
of $78 million. The new bonds mature on February 1 , 2032, and bear interest at a variable rate. 
The new bonds refinance four existing Series F bonds (Carroll County 2005 Series A and C - 
$1 3 million each and the Carroll County 2006 Series A and C - $I  7 million each), and includes 
$18 million of new funding. The proceeds from the new funding will be held in escrow pending 
incurrence of qualifying expenditures. 

On October 27,2008, KU filed an application with the Kentucky Commission requesting 
approval to establish a regulatory asset, and defer for future recovery, $3 million of expenses 
related to the Hurricane Ike wind storm restoration. An order has been requested by the end of 
the year. 

On October 30,2008, the Kentucky Commission issued an Order approving the establishment of 
regulatory assets for the Companies’ contributions to the CMRG and KCCS. Rate recovery will 
be considered in each company’s next base rate case. 

On November 5,2008, the ratings of the Mercer County 2000 Series A bonds, Carroll County 
2002 Series C bonds, Carroll County 2006 Series E3 bonds, Carroll County 2007 Series A bonds 
and Trimble County 2007 Series A bonds were downgraded from Aa3 to A2 by Moody’s, due to 
downgrades of the bond insurer. 
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Management's Discussion and Analysis of Financial Condition and Results of 
Operations 

General 

The following discussion and analysis by management focuses on those factors that had a material 
effect on KU's financial results of operations and financial condition during the three and nine 
month periods ended September 30,2008, and should be read in connection with the financial 
statements and notes thereto. 

Some of the following discussion may contain fonvard-looking statements that are subject to certain 
risks, uncertainties and assumptions. Such fonvard-looking statements are intended to be identified 
in this document by the words "anticipate," "expect," "estimate," "objective," "possible," "potential" 
and similar expressions. Actual results may vary materially. Factors that could cause actual results 
to differ materially include: general economic conditions; business and competitive conditions in 
the energy industry; changes in federal or state legislation; unusual weather; actions by state or 
federal regulatory agencies; and other factors described from time to time in the Company's reports, 
including the Annual Report for the year ended December 3 1 , 2007. 

Executive Summary 

Business 

KU, incorporated in Kentucky in 191 2 and in Virginia in 1991, is'a regulated public utility 
engaged in the generation, transmission, distribution and sale of electric energy in Kentucky, 
Virginia and Tennessee. As of September 30,2008, KU provided electricity to approximately 
507,000 customers in 77 counties in central, southeastern and western Kentucky, approximately 
30,000 customers in 5 counties in southwestern Virginia and 5 customers in Tennessee. KU's 
service area covers approximately 6,600 square miles. KU's coal-fired electric generating 
stations produce most of KU's electricity. The remainder is generated by a hydroelectric power 
plant and natural gas and oil fueled combustion turbines. In Virginia, KU operates under the 
name Old Dominion Power Company. KU also sells wholesale electric energy to 12 
municipalities. 

KU is a wholly-owned subsidiary of E.ON U.S., an indirect wholly-owned subsidiary of E.ON, a 
German corporation, making KU an indirect wholly-owned subsidiary of E.ON. KU's affiliate, 
LG&E, is a regulated public utility engaged in the generation, transmission, distribution and sale 
of electric energy and the distribution of natural gas in Kentucky. 

In July 2008, KU filed an application with the Kentucky Commission requesting increases in 
base electric rates of approximately 2.0% or $22 million annually. In conjunction with the filing 
of the application for a change in base rates, based on previous Orders by the Kentucky 
Commission approving settlement agreements among all interested parties, the VDT surcredit 
terminated in August 2008, and the merger surcredit will terminate upon the implementation of 
new base rates. The termination of the VDT surcredit and merger surcredit will result in a $16 
million increase in revenues annually. A hearing for the Kentucky base rate case is scheduled 
beginning on January 13,2009. The requested rates have been suspended until February 5,2009, 
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at which time they may be put into effect, subject to refund, if the Kentucky Commission has not 
issued an order in the proceeding. 

In September 2008, high winds from the remnants of the Hurricane Ike wind storm passed 
through KU’s service territory causing significant outages and system damage. In October 2008, 
KU filed an application with the Kentucky Commission requesting approval to establish a 
regulatory asset, and defer for future recovery, $3 million of expenses related to the storm 
restoration. An order has been requested by the end of the year. 

Environmental Matters 

Protection of the environment is a major priority for KU. Federal, state and local regulatory 
agencies have issued KIJ permits for various activities subject to air quality, water quality and 
waste management laws and regulations. See Note 7 of Notes to Financial Statements for more 
information. 

Results of Operations 

The electric utility business is affected by seasonal temperatures. As a result, operating revenues 
(and associated operating expenses) are not generated evenly throughout the year. 

Three Months Ended September 30,2008, Compared to 
Three Months Ended September 30,2007 

Net Income 

Net income for the three months ended September 30,2008, decreased $7 million compared to 
the same period in 2007. The decrease was primarily the result of increased operating expense 
($34 million), increased interest expense ($4 million) and increased income taxes ($1 million), 
partially offset by increased electric revenues ($26 million) and other income ($6 million). 

Revenues 

Revenues increased $26 million in the three months ended September 30,2008, primarily due to: 
0 

0 

0 

0 

* 

Increased fuel costs billed to customers through the FAC ($23 million) due to increased 
fuel prices 
Increased wholesale sales ($12 million) due to increased intercompany volumes, 
increased wholesale market pricing and increased volume due to decreased native load 
Increased ECR surcharge ($8 million) due to increased recoverable capital spending 
Increased demand charges ($5 million) due to higher peak load 
Decreased sales volumes to native load ($24 million) due in part to a 19% decrease in 
cooling degree days and outages related to damage from the Hurricane Ike wind storm 

Expenses 

Fuel for electric generation comprises a large component of total operating expenses. Increases 
or decreases in the cost of fuel are reflected in retail rates through the FAC, subject to the 
approval of the Kentucky Commission, the Virginia Commission and the FERC. 
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Fuel for electric generation increased $9 million in the three months ended September 30, 2008, 
primarily due to: 

0 

e 

Increased commodity and transportation costs for coal and natural gas ($14 million) 
Decreased generation ($5 million) due to decreased native load 

Power purchased expense increased $15 million in the three months ended September 30,2008, 
primarily due to: 

Increased pricing and volumes on purchases for native load ($9 million) due to increased 
coal and gas costs and unit outages 
Increased intercompany volumes purchased ($4 million) due to lower native load 
requirements for LG&E as a result of milder weather, lower industrial sales and power 
outages from the Hurricane Ike wind storm, resulting in the purchase of excess power 
from LG&E 
Increased demand payments ($1 million) due to a new capacity contract 

0 

e 

0 

Other operation and maintenance expense increased $5 million in the three months ended 
September 30,2008, due to increased maintenance expense ($3 million) and increased other 
operation expense ($2 million). 

Maintenance expense increased $3 million in the three months ended September 30,2008, 
primarily due to: 

Increased electric maintenance ($1 million) due to higher cost of outside contractors and 
materials 
Increased distribution maintenance ($1 million) due to the Hurricane Ike wind storm 
Increased cost for other indirect maintenance ($1 million) due to increased software 
maintenance lease cost 

0 

0 

0 

Other operation expense increased $2 million in the three months ended September 30,2008, 
primarily due to increased outside services due to increased legal expenses as a result of ongoing 
litigation, mainly with OMU. 

Interest expense, including interest expense to affiliated companies, increased $4 million in the 
three months ended September 30, 2008, primarily due to increased interest expense to affiliated 
companies due to increased borrowing. 

Effective Rate 
Statutory federal income tax rate 
State income taxes net of federal benefit 
Reduction of income tax reserve 
Amortization of investment tax credits 
Dividends received deduction related 

to EET Investment 
Other differences 
Effective income tax rate 

Three Months 
Ended 

September 30,2008 

Three Months 
Ended 

September 30,2002 
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The effective income tax rate increased for the three months ended September 30,2008, 
compared to the three months ended September 30,2007 due primarily to the tax benefits 
resulting from income tax estimates recorded in 2006 being adjusted to the actual income tax 
return filed, which is included in the other differences, in the three months ended September 30, 
2007. This was partially offset by decreased state income taxes net of federal benefit due to an 
increase in state coal credits and an increase in tax benefits associated with increased dividends 
received from EEL 

Nine Months Ended September 30,2008 Compared to 
Nine Months Ended September 30,2007 

Net Income 

Net income for the nine months ended September 30,2008, decreased $1 3 million compared to 
the same period in 2007. The decrease was primarily the result of increased operating expense 
($95 million) and increased interest expense ($1 1 million), partially offset by increased electric 
revenues ($76 million), lower income taxes ($9 million) and higher other income ($8 million). 

Revenues 

Revenues in the nine months ended September 30,2008, increased $76 million primarily due to: 
0 

0 

Increased fuel costs billed to customers through the FAC ($85 million) due to increased 
fuel prices 
Increased wholesale sales ($19 million) due to increased wholesale market pricing and 
increased volume due to decreased native load 
Decreased sales volumes delivered to native load ($28 million) due in part to a 24% 
decrease in cooling degree days 

Expenses 

Fuel far electric generation comprises a large component of total operating expenses. Increases 
or decreases in the cost of fuel are reflected in retail rates through the FAC, subject to the 
approval of the Kentucky Commission, the Virginia Commission and the FERC. 

Fuel for electric generation increased $26 million in the nine months ended September 30, 2008, 
primarily due to: 

0 

Increased commodity and transportation costs for coal and natural gas ($21 million) 
Increased generation ($5 million) due to increased wholesale sales 

Power purchased expense increased $35 million in the nine months ended September 30,2008, 
primarily due to: 

Increased pricing and volumes on purchases for native load ($28 million) due to 
increased coal and gas costs and unit outages 
Increased intercompany costs ($4 million) due to higher fuel costs 
Increased demand payments ($2 million) due to a capacity contract 
Increased wholesale purchase cost ($1 million) due to increased volumes and prices 

0 

0 

0 

0 

29 



Other operation and maintenance expense increased $24 million in the nine months ended 
September 30,2008, due to increased maintenance expense ($1 3 million) and increased other 
operation expense ($1 1 million). 

Maintenance expense increased $13 million in the nine months ended September 30,2008, 
primarily due to: 

0 

e 

Increased electric and boiler maintenance expense ($5 million) due to higher cost of 
outside contractors and materials 
Increased overhead conductor and devices maintenance expense ($4 million) due to the 
Hurricane Ike wind storm and other storm restoration earlier in the year 
Increased steam maintenance expense ($2 million) due to high energy piping inspections 
and repairs 
Increased cost for other indirect maintenance ($2 million) due to increased software 
maintenance lease cost 

Other operation expense increased $1 1 million in the nine months ended September 30,2008, 
primarily due to: 

Increased generation expense due to increased unit outages and increased transmission 
expense to cover native load demand ($4 million) 
Increased outside services ($3 million) due to increased legal expenses as a result of 
ongoing litigation, mainly with OMU 
Increased expense for uncollectible accounts ($2 million) 
Increased cost of consumables ($1  million) primarily due to increased contract pricing 
Increased distribution expense ($1 million) due to the Hurricane Ike wind storm and other 
storm restoration earlier in the year 

'0 

0 

0 

Interest expense, including interest expense to affiliated companies, increased $1 1 million in the 
nine months ended September 30, 2008, primarily due to increased interest expense to affiliated 
companies due to increased borrowing. 

Nine Months Nine Months 
Ended Ended 

September 30,2008 September 30,2007 
Effective Rate 

State income taxes net of federal benefit 2.8 3.3 
Reduction of income tax reserve (0.3) (0.3) 
Amortization of investment tax credits (0.1) (0.2) 

to EEI investment (4.3) (2.7) 
Other differences (2.7) 
Effective income tax rate 30.4% ____. 31,6% 

Statutory federal income tax rate 35.0% 35.0% 

Dividends received deduction related 

The effective income tax rate decreased for the nine months ended September 30, 2008, 
compared to the nine months ended September 30, 2007. State income taxes net of federal 
benefit decreased due to an increase in state coal credits. Also contributing to the lower effective 
rate were the tax benefits associated with increased dividends received from EEL 
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Liauiditv and Capital Resources 

KU uses net cash generated from its operations, external financing (including financing from 
affiliates) and/or infusions of capital from its parent mainly to fund construction of plant and 
equipment. KU currently has a working capital deficiency of $97 million, primarily due to short- 
term debt from affiliates associated with the repurchase of certain of its tax-exempt bonds 
totaling $80 million. These bonds are being held until they can be refinanced or restructured. 
See Notes 6 and 9 of Notes to Financial Statements. KU believes that its sources of funds will be 
sufficient to meet the needs of its business in the foreseeable future. 

KIJ and LG&E sponsor pension and postretirement benefit plans for their employees. The 
performance of the capital markets affects the values of the assets that are held in trust to satisfy 
future obligations under the defined benefit pension plans. The market value of the combined 
investments within the plans declined by approximately 18% during the nine months ended 
September 30, 2008 due to the recent volatility in the capital markets. The benefit plan assets and 
obligations of KU and L,G&E are remeasured annually using a December 31 measurement date. 
KU and LG&E expect that investment losses will result in an increase to the plans’ unfunded 
status upon actuarial revaluation of the plans. Changes in the value of plan assets will not impact 
the income statement for 2008; however, reduced benefit plan assets will result in increased 
benefit costs in future years and may increase the amount, and accelerate the timing of, required 
future funding contributions. Such increases could be material to KIJ and L,G&E beginning in 
2009, however, the amount of such contributions cannot be determined at this time. 

Operating Activities 

Cash provided by operations was $243 million and $209 million for the nine months ended 
September 30, 2008 and 2007, respectively. 

The 2008 increase of $34 million was primarily the result of increases in cash due to changes in: 
0 Accounts payable ($37 million) 
0 

0 

0 

0 Accounts receivable ($5 million) 
0 Other ($1 million) 

FAC receivable, net ($26 million) 
Pension funding ($1  1 million) due to higher pension funding in 2007 
Other current liabilities ($7 million) 

These increases were partially offset by cash provided by changes in: 
0 

0 

0 

Materials and supplies ($34 million) 
Earnings, net of non-cash items ($10 million) 
Prepayments and other current assets ($9 million) 

Investing Activities 

The primary use of funds for investing activities continues to be for capital expenditures. Capital 
expenditures were $554 million and $5 12 million in the nine months ended September 30,2008 
and 2007, respectively. Net cash used for investing activities increased $25 million in the nine 
months ended September 30,2008, compared to 2007, primarily due to increased capital 
expenditures of $42 million and an asset transferred from LG&E of $10 million. The increase in 
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restricted cash of $27 million represents the escrowed proceeds of the pollution control bonds 
issued, which were disbursed as qualifying costs were incurred. 

Financing Activities 

Net cash inflows from financing activities were $313 million and $315 million in the nine 
months ended September 30,2008 and 2007, respectively. Net cash provided by financing 
activities decreased $2 million in the nine months ended September 30,2008 compared to 2007, 
due to decreased long-term borrowings from an affiliated company of $103 million, the issuance 
of pollution control bonds of $81 million in 2007 and the reacquisition of bonds in the amount of 
$80 million, partially offset by the retirement of first mortgage bonds of $107 million in 2007, 
increased short-term borrowings from an affiliated company of $85 million and increased 
infusions from E.ON 1J.S. of $70 million. 

See Note 6 of Nates to Financial Statements for information of redemptions, maturities and 
issuances of long-term debt. 

Future Capital Requirements 

KU’s construction program is designed to ensure that there will be adequate capacity and 
reliability to meet the electric needs of its service area and to comply with environmental 
regulations. These needs are continually being reassessed and appropriate revisions are made, 
when necessary, in construction schedules. KU expects its capital expenditures for the three year 
period ending December 3 I ,  2010, to total approximately $1,465 million, consisting primarily of 
construction estimates for installatian af FGDs on Ghent and Brown units totaling approximately 
$425 million, construction of TC2 totaling approximately $360 million, the Brown ash pond 
totaling approximately $40 million, a customer care system totaling approximately $25 million, 
on-going construction related to generation assets totaling approximately $360 million and 
distribution assets totaling approximately $230 million and other projects including information 
technology of approximately $25 million. 

Future capital requirements may be affected in varying degrees by factors such as electric energy 
demand load growth, changes in construction expenditure levels, rate actions by regulatory 
agencies, new legislation, changes in commodity prices and labor rates, changes in 
environmental regulations and other regulatory requirements. KIJ anticipates funding future 
capital requirements through operating cash flow, debt and/or infusions of capital from its parent. 

KU has a variety of funding alternatives available to meet its capital requirements. KU 
participates in an intercompany money pool agreement wherein E.ON U.S. and/or LG&E make 
funds of up to $400 million available to KU at market-based rates. Fidelia also provides long- 
term intercompany funding to KIJ. See Note 6 of Notes to Financial Statements. 

Regulatory approvals are required for KIJ to incur additional debt. The Virginia Commission and 
the FERC authorize the issuance of short-term debt while the Kentucky Commission, the 
Virginia Commission and the Tennessee Regulatory Authority authorize the issuance of long- 
term debt. In November 2007, KIJ received a two-year authorization from the FERC to borrow 
up to $400 million in short-term funds. KU also has authorization from the Virginia Commission 
that expires at the end of 2009 allowing short-term borrowing of up to $400 million. 
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KU’s debt ratings as of September 30, 2008, were: 
Moodv’s - S&P 

Issuer rating 
Corporate credit rating 

A2 - 
- BBB+ 

These ratings reflect the views of Moody’s and S&P. A security rating is not a recommendation 
to buy, sell or hold securities and is subject to revision or withdrawal at any time by the rating 
agency. See Note 6 of Notes to Financial Statements for a discussion of recent downgrade 
actions related to the pollution control revenue bonds caused by a change in the rating of the 
entity insuring those bonds. 

Controls and Procedures 

The Company is responsible for establishing and maintaining adequate internal control over 
financial reporting. Internal control over financial reporting is a process designed to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting 
principles. A company% internal control over financial reporting includes those policies and 
procedures that pertain to the maintenance of records that, in reasonable detail, accurately and 
fairly reflect the transactions and dispositions of the assets of the company; provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company; and provide reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use, or disposition of the companyk 
assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or 
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are 
subject to the risk that controls may become inadequate because of changes in conditions, or that 
the degree of compliance with the policies or procedures may deteriorate. 

The Company has assessed the effectiveness of its internal control over financial reporting as of 
December 3 1,2007. In making this assessment, the Company used the criteria set forth by the 
Committee of Sponsoring Organizations of the Treadway Commission in Internal Control - 
Integrated Framework . The Company has concluded that, as of December 3 1 , 2007, the 
Company’s internal control over financial reporting was effective based on those criteria. There 
has been no change in the Company’s internal control over financial reporting that occurred 
during the nine months ended September 30,2008, that has materially affected, or is reasonably 
likely to materially affect, the Company’s internal control over financial reporting. 

KIJ is not subject to the internal control and other requirements of the Sarbanes-Oxley Act of 
2002 and associated rules (the “Act”) and consequently is not required to evaluate the 
effectiveness of the Company’s internal control over financial reporting pursuant to Section 404 
of the Act. However, as discussed above, management has evaluated the effectiveness of internal 
control over financial reporting as of December 3 1 , 2007. Management’s assessment was not 
subject to audit by the Company’s independent accounting firm. 
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Legal Proceedings 

For a description of the significant legal proceedings involving KTJ, reference is made to the 
information under the following captions of KU’s Financial Statements and Additional 
Information for the year ended December 3 1 , 2007 (the “Annual Report”): Business, Risk 
Factors, L,egal Proceedings, Management’s Discussion and Analysis, Financial Statements and 
Notes to Financial Statements. Reference is also made to the matters described in Notes 2 and 7 
of this quarterly report. Except as described in this quarterly report, to date, the proceedings 
reported in K‘CJ’s Annual Report have not materially changed. 

Other 

In the normal course of business, other lawsuits, claims, environmental actions and other 
governmental proceedings arise against KU. To the extent that damages are assessed in any of 
these lawsuits, KTJ believes that its insurance coverage is adequate. Management, after 
consultation with legal counsel, does not anticipate that liabilities arising out of other currently 
pending or threatened lawsuits and claims will have a material adverse effect on KU’s financial 
position or results of operations. 
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Business 

GENERAL 

KU, incorporated in Kentucky in 1912 and in Virginia in 1991, is a regulated public utility engaged in the 
generation, transmission, distribution and sale of electric energy in Kentucky, Virginia and Tennessee. KU 
provides electricity to approximately 506,000 customers in 77 counties in central, southeastern and western 
Kentucky, to approximately 30,000 customers in 5 counties in southwestern Virginia and 5 customers in 
Tennessee. KIJ’s service area covers approximately 6,600 square miles. KU’s coal-fired electric generating 
stations produce most of KU’s electricity. The remainder is generated by a hydroelectric power plant and 
natural gas and oil fueled CTs. In Virginia, KU operates under the name Old Dominion Power Company. KU 
also sells wholesale electric energy to 12 municipalities. 

KU is a wholly-owned subsidiary of E.ON [J.S., formerly known as LG&E Energy LLC. E.ON 1J.S. is an 
indirect wholly-owned subsidiary of E.ON, a German corporation, making KU an indirect wholly-owned 
subsidiary of E.ON. KU’s affiliate, LG&E, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy and the distribution and sale of natural gas in Kentucky. 

OPERATIONS 

The sources of operating revenues and volumes of sales for the years ended December 3 1 , 2007 and 2006, were 
as follows: 

- 2007 
Revenues Volumes 
fmillionsj f000Mwh) 

Residential $ 430 6,847 
Industrial & Commercial 597 11,047 
Municipals 90 2,058 
Other Retail 98 1,691 
Wholesale 58 1,582 
Total $1.273 23.225 

2006 
Revenues Volumes 
Jmillionsl [OOOMwhj 
$ 380 6,3 13 

547 10,776 
85 1,978 
89 1,608 

109 2,473 
$1,210 23,148 

KU set a new record peak load of 4,344 Mw on August 9,2007, when the temperature reached 98 degrees 
Fahrenheit in Lexington. 
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KU ’s power generating system includes coal-fired units operated at its four steam generating stations. Natural 
and oil fueled CTs supplement the system during peak or emergency periods. As of December 3 1 , 2007, 
owned and operated the following generating stations while maintaining a 12%-14% reserve margin: 

Steam Stations: 
Tyrone - Woodford County, KY 
Green River - Muhlenberg County, KY 
E.W. Brown - Mercer County, KY 
Ghent - Carroll County, KY 

Total Steam Stations 

Summer Capability 
Rating; (Mw) 

71 
163 
697 

1.932 
2,863 

Dix Dam Hydroelectric Station - Mercer County, KY 24 

CT Generators (Peaking capability): 
E. W. Brown - Mercer County, KY * 
Haefling - Fayette County, KY 
Paddy’s Run -Jefferson County, KY * 
Trimble County - Trimble County, KY * 

Total CT Generators 
Total Capability Rating 

757 
36 
74 

632 
1,499 
4.386 

* Some of these units are jointly owned with LG&E. See Note 10 of Notes to 
Financial Statements for information regarding jointly owned units. 

At December 3 1,2007, KU’s transmission system included 1 1 1 substations (39 of which are shared with the 
distribution system) with a total capacity of approximately 17,223 MVA and approximately 4,030 miles of 
lines. The distribution system included 481 substations (39 of which are shared with the transmission system) 
with a total capacity of approximately 6,653 MVA, 14,082 miles of overhead lines and 2,046 miles of 
underground conduit. 

KU has a purchase power agreement with OMU, owns 20% of EEI’s common stock and owns 2.5% of OVEC’s 
common stock. Additional information regarding these relationships is provided in Notes 1 and 9 of Notes to 
Financial Statements. 

KU was formerly a member of the MISO, a non-profit independent transmission system operator that serves the 
electrical transmission needs of much of the Midwest. KU withdrew from the MISO effective September 1, 
2006. KIJ now contracts with the Tennessee Valley Authority to act as its transmission reliability coordinator 
and Southwest Power Pool, Inc. to function as its independent transmission operator, pursuant to FERC 
requirements. See Note 2 of Notes to Financial Statements. 

RATES AND REGIJLATIONS 

E.ON, KU’s ultimate parent, is a registered holding company under PIJHCA 2005. E.ON, its utility 
subsidiaries, including K‘IJ, and certain of its non-utility subsidiaries are subject to extensive regulation by the 
FERC with respect to numerous matters, including: electric utility facilities and operations, wholesale sales of 
power and related transactions, accounting practices, issuances and sales of securities, acquisitions and sales of 
utility properties, payments of dividends out of capital and surplus, financial matters and inter-system sales of 
non-power goods and services. KU believes that it has adequate authority (including financing authority) under 
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existing FERC orders and regulations to conduct its business and will seek additional authorization when 
necessary. 

In February 2007, KU completed a series of financial transactions that allowed it to cease periodic reporting 
under the Securities Exchange Act of 1934. See Note 7 of Notes to Financial Statements. 

KIJ is subject to the jurisdiction of the Kentucky Commission, the Virginia Commission, the Tennessee 
Regulatory Authority and the FERC in virtually all matters related to electric utility regulation, and as such, its 
accounting is subject to SFAS No. 71 , Accounting for the Effects of Certain Types of Regulation. Given its 
competitive position in the marketplace and the status of regulation in Kentucky and Virginia, KU has no plans 
or intentions to discontinue its application of SFAS No. 71. 

For a further discussion of regulatory matters, see Notes 2 and 9 of Notes to Financial Statements. 

COAL SUPPLY 

Coal-fired generating units provided approximately 96% of KU’s net Kwh generation for 2007. The remaining 
net generation for 2007 was provided by natural gas and oil fueled CT peaking units and a hydroelectric plant. 
Coal is expected to be the predominant fuel used by KIJ in the foreseeable future, with natural gas and oil being 
used for peaking capacity and flame stabilization in coal-fired boilers or in emergencies. KU has no nuclear 
generating units and has no plans to build any in the foreseeable future. 

KU maintains its fuel inventory at levels estimated to be necessary to avoid operational disruptions at its coal- 
fired generating units. Reliability of coal deliveries can be affected from time to time by a number of factors 
including fluctuations in demand, coal mine production issues and other supplier or transporter operating 
difficulties. 

KU has entered into coal supply agreements with various suppliers for coal deliveries for 2008 and beyond and 
normally augments its coal supply agreements with spot market purchases. KU has a coal inventory policy 
which it believes provides adequate protection under most contingencies. 

KU expects to continue purchasing most of its coal, which has sulfur content in the 0.7% - 3.5% range, from 
western and eastern Kentucky, West Virginia, southern Indiana, southern Illinois and Ohio for the foreseeable 
future. With the installation of FGDs (SO;! removal systems), KU expects its use of higher sulfur coal to 
increase. Coal is delivered to K U  generating stations by a mix of transportation modes, including barge, truck 
and rail. 

ENVIRONMENTAL MATTERS 

Protection of the environment is a major priority for KU. Federal, state and local regulatory agencies have 
issued KIJ permits for various activities subject to air quality, water quality and waste management laws and 
regulations. See Note 9 of Notes to Financial Statements for additional information. 

COMPETITION 

At this time, neither the Kentucky General Assembly nor the Kentucky Commission has adopted or approved a 
plan or timetable for retail electric industry competition in Kentucky. The nature or timing of the ultimate 
legislative or regulatory actions regarding industry restructuring and their impact on KU, which may be 
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significant, cannot currently be predicted. Some states that have already deregulated have begun discussions 
that could lead to re-regulation. See Note 2 of Notes to Financial Statements for additional information. 

EMPLOYEES AND LABOR RELATIONS 

KU had 95 1 full-time regular employees at December 3 1 , 2007, 152 of which were operating, maintenance and 
construction employees represented by the IBEW Local 21 00 and the United Steelworkers of America (“I.JSWAyy) 
Local 9447-01. Effective August 1 , 2006, KU and its employees represented by the IBEW Local 2100 entered 
into a new three-year collective bargaining agreement. The new agreement provides for negotiated increases or 
changes to wages, benefits or other provisions and for annual wage re-openers. A wage re-opener was 
negotiated and agreed to in July 2007. KU and employees represented by the USWA Local 9447-01 entered 
into a three-year collective bargaining agreement in August 2005, with provisions for annual wage re-openers. 
Wage re-openers were negotiated in July 2006 and July 2007. 

4 



OFFICERS OF THE COMPANY 

At December-3 1,2007: ** 

Name 

Victor A. Stafferi 

John R. McCall 

S. Bradford Rives 

Martyn Gallus * 
Chris Hermann 

Paula H. Pottinger 

Paul W. Thompson 

Wendy C. Welsh 

Michael S. Beer 

Lonnie E. Bellar 

Kent W. Blake 

D. Ralph Bowling 

Laura G. Douglas 

R. W. Chip Keeling 

John P. Malloy 

Dorothy E. O’Brien 

George R. Siemens 

P. Greg Thomas 

John N. Voyles, Jr. 

Daniel K. Arbough 

Valerie L,. Scott 

L&!z 

52 

64 

49 

43 

60 

50 

50 

53 

49 

43 

41 

50 

58 

51 

46 

54 

58 

51 

53 

46 

51 

Position 

Chairman of the Board, President and Chief 
Executive Officer 

Executive Vice President, General Counsel, 
Corporate Secretary and Chief Compliance Officer 

Chief Financial Officer 

Senior Vice President - Energy Marketing 

Senior Vice President - Energy Delivery 

Senior Vice President - Human Resources 

Senior Vice President - Energy Services 

Senior Vice President - Information Technology 

Vice President - Federal Regulation and Policy 

Vice President - State Regulation and Rates 

Vice President - Corporate Planning and 
Development 

Vice President - Power Operations - WKE 

Vice President - Corporate Responsibility and 
Community Affairs 

Vice President .- Communications 

Vice President - Energy Delivery - Retail Business 

Vice President and Deputy General Counsel - Legal 
and Environmental Affairs 

Vice President -_ External Affairs 

Vice President - Energy Delivery - Distribution 
Operations 

Vice President - Regulated Generation 

Treasurer 

Controller 

Officers generally serve in the same capacities at KU and its affiliates, E.ON U.S. and LG&E. 
* Mr. Gallus is serving in a position with an international E.ON affiliate, effective January 2008. 
* *  David Sinclair, age 46, was promoted to Vice President - Energy Marketing in January 2008. 

Effective Date of Election 
to 

Present Position 

May 2001 

July 1994 

September 2003 

December 2000 

February 2003 

January 2006 

June 2000 

December 2000 

September 2004 

August 2007 

August 2007 

August 2002 

November 2007 

March 2002 

April 2007 

October 2007 

January 2001 

April 2007 

June 2003 

December 2000 

January 2005 
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Risk Factors 

KU is subject to a number of risks, including without limitation, those listed below and elsewhere in this 
document. Such risks could affect actual results and cause results to differ materially from those expressed in 
any forward-looking statements made by KIJ. 

The rates that K1J charges customers, as well as other aspects of the business, are subject to significant 
and complex governmental regulation. Federal and state entities regulate many aspects of utility operations, 
including financial and capital structure matters; siting and construction of facilities; rates, terms and conditions 
of service and operations; mandatory reliability and safety standards; accounting and cost allocation 
methodologies; tax matters; acquisition and disposal of utility assets and securities and other matters. Such 
regulations may subject KU to higher operating costs or increased capital expenditures and failure to comply 
could result in sanctions or possible penalties. In any rate-setting proceedings, federal or state agencies, 
intervenors and other permitted parties may challenge KU’s rate request and ultimately reduce, alter or limit the 
rates KTJ seeks. 

Changes in transmission and wholesale power market structures, as well as KU’s exit from the MISO, 
could increase costs or  reduce revenues. The resulting changes to transmission and wholesale power market 
structures and prices are not estimable and may result in unforeseen effects on energy purchases and sales, 
transmission and related costs or revenues. 

Transmission and interstate market activities of KU, as well as other aspects of the business, are  subject 
to significant FERC regulation. KU’s business is subject to extensive regulation under the FERC covering 
matters including rates charged to transmission users and wholesale customers; interstate power market 
structure; construction and operation of transmission facilities; mandatory reliability standards; standards of 
conduct and affiliate restrictions and other matters. Existing FERC regulation, changes thereto or issuances of 
new rules or situations of non-compliance, can affect the earnings, operations or other activities of KU. 

KIT undertakes significant capital projects and is subject to unforeseen costs, delays or  failures in such 
projects, as well as risk of full recovery of such costs. The completion of these facilities without delays or 
cost overruns is subject to risks in many areas, including approval and licensing; permitting; construction 
problems or delays; increases in commodity prices or labor rates; contractor performance; weather and 
geological issues and political, labor and regulatory developments. 

KU’s costs of compliance with environmental laws are significant and are subject to continuing changes. 
Extensive federal, state and local environmental regulations are applicable to KU’s air emissions, water 
discharges and the management of hazardous and solid waste, among other areas; and the costs of compliance 
or alleged non-compliance cannot be predicted with certainty. Costs may take the form of increased capital or 
operating and maintenance expenses; monetary fines, penalties or forfeitures or other restrictions. 

KU’s operating results are affected by weather conditions, including storms and seasonal temperature 
variations, as well as by significant man-made or  accidental disturbances, including terrorism or natural 
disasters. These weather or man-made factors can significantly affect KU’s finances or operations by changing 
demand levels; causing outages; damaging infrastructure or requiring significant repair costs; affecting capital 
markets or impacting future growth. 

KU is subject to risks regarding potential developments concerning global climate change matters. Such 
developments could include potential federal or state legislation or industry initiatives limiting GHG emissions; 
establishing costs or charges on GHG emissions or on fuels relating to such emissions; requiring GHG 
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remediation or sequestration; establishing renewable portfolio standards or generation fleet-diversification 
requirements to address GHG emissions; promoting energy efficiency and conservation or other measures. 
KU’s generation fleet is predominantly coal-fired and may be highly impacted by developments in this area. 

KU’s business is concentrated in the Midwest United States, specifically Kentucky. Local and regional 
economic conditions, such as population growth, industrial growth or expansion and economic development, as 
well as the operational or financial performance of major industries or customers, can affect the demand for 
energy. 

KU is subject to operational risks relating to its generating plants, transmission facilities and distribution 
equipment. Operation of power plants, transmission and distribution facilities subjects KU to many risks, 
including the breakdown or failure of equipment; accidents; labor disputes; delivery/transportation problems; 
disruptions of fuel supply and performance below expected levels. 

KU could be negatively affected by rising interest rates, downgrades to company or  bond insurer credit 
ratings that could impact the Company’s bond credit ratings or other negative developments in its ability 
to access capital markets. In the ordinary course of business, KU is reliant upon adequate long-term and short- 
term financing means to fund its significant capital expenditures, debt interest or maturities and operating needs. 
Increases in interest rates could result in increased costs to KU. 

KU is subject to commodity price risk, credit risk, counterparty risk and other risks associated with the 
energy business. General market or pricing developments or failures by counterparties to perform their 
obligations relating to energy, fuels, other commodities, goods, services or payments could result in potential 
increased costs to KU. 

KU is subject to risks associated with defined benefit retirement plans, health care plans, wages and other 
employee-related matters. Risks include adverse developments in legislation or regulation, future costs or 
funding levels, returns on investments, interest rates and actuarial matters, as well as, changing wage levels, 
whether related to collective bargaining agreements or employment market conditions, ability to attract and 
retain key personnel and changing costs of providing health care benefits. 
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Legal Proceedings 

Rates and Regulatory Matters 

For a discussion of current rates and regulatory matters, including base rate increase proceedings, merger 
surcredit proceedings, VDT proceedings, TC2 proceedings, Kentucky Commission, FERC and MIS0 
proceedings and other rates or regulatory matters affecting KU, see Notes 2 and 9 of Notes to Financial 
Statements. 

Environmental 

For a discussion of environmental matters including additional reductions in SOz, NOx and other emissions 
mandated by recent or potential regulations; items regarding notices of violations and other emissions 
proceedings; global warming or climate change matters and other environmental items affecting KU, see Note 9 
of Notes to Financial Statements. 

Litigation 

For a discussion of litigation matters, see Note 9 of Notes to Financial Statements. 

Other 

In the normal course of business, other lawsuits, claims, environmental actions and other governmental 
proceedings arise against KIJ. To the extent that damages are assessed in any of these lawsuits, KU believes that 
its insurance coverage is adequate. Management, after consultation with legal counsel, does not anticipate that 
liabilities arising out of currently pending or threatened lawsuits and claims will have a material adverse effect 
on KU’s financial position or results of operations. 
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Selected Financial Data 

(in millions) 
Years Ended December 31  

- 2007 - 2006 ~~~ 

Operating revenues $1.273 $1.210 $1,297 a $_s92 

Net operating income l i . L a 2 l ~ m - u  

$ 167 $ 152 $-ld.2 Net income 

Total assets $3.796 $3.148 $2.756 $2.610 $2,505 

Long-term obligations 
(including amounts 
due within one year) $1.264 $ 843 &.2.&6 

Management’s Discussion and Analysis and Notes to Financial Statements should be read in 
conjunction with the above information. 
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Management's Discussion and Analysis 

The following discussion and analysis by management focuses on those factors that had a material effect on KU's 
financial results of operations and financial condition during 2007 and 2006 and should be read in connection with 
the financial statements and notes thereto. 

Forward Looking Statements 

Some of the following discussion may contain forward-looking statements that are subject to risks, uncertainties 
and assumptions. Such forward-looking statements are intended to be identified in this document by the words 
"anticipate," "expect," "estimate," "objective," "possible," "potential" and similar expressions. Actual results 
may materially vary. Factors that could cause actual results to materially differ include: general economic 
conditions; business and competitive conditions in the energy industry; changes in federal or state legislation; 
unusual weather; actions by state or federal regulatory agencies; actions by credit rating agencies and other 
factors described from time to time in KU's reports, including as noted in the Risk Factors section of this report. 

RESULTS OF OPERATIONS 

The electric utility business is affected by seasonal temperatures. As a result, operating revenues (and associated 
operating expenses) are not generated evenly throughout the year. 

Net Income 

Net income in 2007 increased $1 5 million compared to 2006. The increase was primarily the result of increased 
retail sales volumes, increased ECR surcharge and decreased purchased power expense. Partially offsetting 
these items were decreased wholesale sales, higher interest expense, decreased MISO related revenue and 
decreased equity in earnings of EEI. 

Revenues 

Revenues in 2007 increased $63 million primarily due to: 
Increased fuel costs ($57 million) billed to customers through the FAC due to increased fuel prices 
and sales volumes delivered 
Increased sales volumes delivered ($30 million) resulting from a 2% increase in heating degree days 
and a 46% increase in cooling degree days 
Increased ECR surcharge ($25 million) due to increased recoverable capital spending 
Increased transmission service revenues ($4 million) 

0 

0 

These increases were partially offset by: 
0 

0 

Lower wholesale sales ($37 million) due to decreased volumes and lower wholesale market pricing 
Lower MISO related revenue ($16 million) resulting from the exit from the MISO 

Expenses 

Fuel for electric generation comprises a large component of total operating expenses. Increases or decreases in 
the cost of fuel are reflected in retail rates through the FAC, subject to the approval of the Kentucky 
Commission, the Virginia Commission and the FERC. 
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Fuel for electric generation increased $37 million in 2007 primarily due to: 
0 

0 

Increased cost of fuel burned ($20 million) due to higher coal prices 
Increased generation ($17 million) due to higher demand 

Power purchased expense decreased $14 million in 2007 primarily due to: 
0 Decreased volumes purchased ($1 9 million) due to increased internal generation 

Increased cost per Mwh of purchases ($5 million) due to higher fuel prices 

Other operation and maintenance expenses increased $1 million in 2007 primarily due to increased maintenance 
expenses ($12 million), partially offset by decreased other operation expenses ($1 1 million). 

Other maintenance expenses increased $12 million in 2007 primarily due to: 
Increased boiler maintenance expense ($7 million) 
Increased electric plant maintenance ($5 million) 
Increased vegetation management expense ($1 million) 
Decreased overhead conductor and devices maintenance ($1 million) 

0 

0 

Other operation expenses decreased $1 1 million in 2007 primarily due to: 
0 

0 

Decreased MISO Day 1 and Day 2 expenses ($16 million) due to the exit from the MISO 
effective September 1 , 2006, and refunds from the MISO for certain charges 
Decreased VDT workforce reduction expense ($3 million) due to completion of VDT 
amortization in March 2006 
Increased MISO Day 1 expense ($3 million) due to credit received from the MISO for financial 
transmission rights in 2006 
Increased outside services expense ($3 million) 
Increased wholesale expense ($1 million) due to a recorded credit in April 2006 for a FERC 
ordered refund from the MISO for charges assessed in excess of the rates in the MISO 
transmission tariff 
Increased research and development expenses ($1 million) 

Equity earnings in EEI decreased $3 million in 2007 primarily due to decreased other electric earnings at EEI, 
resulting from decreased emission allowance sales in 2007 and increased purchased power expense. 

Other income - net increased $5 million in 2007 primarily due to -increased other income ($7 million) relating to 
increased allowance for funds used during construction, gain on disposal of property and increased interest 
income from bond proceeds on deposit with a trustee, partially offset by increased other expenses ($2 million) 
relating to penalties. 

Interest expense increased $1 7 million in 2007, primarily due to increased interest expense to affiliated 
companies resulting from increased affiliate borrowings to fund increased capital additions. 

CRITICAL ACCOUNTING POLICIESESTIMATES 

Preparation of financial statements and related disclosures in compliance with generally accepted accounting 
principles requires the application of appropriate technical accounting rules and guidance, as well as the use of 
estimates. The application of these policies necessarily involves judgments regarding future events, including legal 
and regulatory challenges and anticipated recovery of costs. These judgments could materially impact the financial 
statements and disclosures based on varying assumptions, which may be appropriate to use. In addition, the 
financial and operating environment also may have a significant effect, not w ly  on the operation of the business, 
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but on the results reported through the application of accounting measures used in preparing the financial 
statements and related disclosures, even if the nature of the accounting policies applied has not changed. Specific 
risks for these critical accounting policies are described in the Notes to Financial Statements. Each of these has a 
higher likelihood of resulting in materially different reported amounts under different conditions or using different 
assumptions. Events rarely develop exactly as forecasted and the best estimates routinely require adjustment. 

Critical accounting policies and estimates including unbilled revenue, allowance for doubtful accounts, regulatory 
mechanisms, pension and postretirement benefits and income taxes are detailed in Notes 1 , 2,3,5,6 and 9 of Notes 
to Financial Statements. 

Recent Accounting Pronouncements. Recent accounting pronouncements affecting KU are detailed in Note 1 
of Notes to Financial Statements. 

LIQUIDITY AND CAPITAL RESOURCES 

KU uses net cash generated from its operations and external financing (including financing from affiliates) to 
fund construction of plant and equipment and the payment of dividends. KU believes that such sources of funds 
will be sufficient to meet the needs of its business in the foreseeable future. 

As of December 3 1,2007, KU is in a negative working capital position in part because of the classification of 
certain variable-rate pollution control bonds totaling $33 million that are subject to tender for purchase at the 
option of the holder as current portion of long-term debt. Credit facilities totaling $35 million are in place to 
fund such tenders, if necessary. K U  has never needed to access these facilities. KU expects to cover any 
working capital deficiencies with cash flow from operations, maney pool borrowings and borrowings from 
Fidelia. 

Operating Activities 

Cash provided by operations was $302 million and $223 million in 2007 and 2006, respectively. 

The 2007 increase of $79 million was primarily the result of increases in cash due to changes in: 

0 

0 

Other liabilities ($7 million) 
0 

FAC recovery ($3 million) 

Earnings, net of non-cash items ($55 million) 
Material and supplies ($33 million) due to lower coal inventories on hand at December 3 I ,  2007 
MISO exit fee ($20 million) due to the MISO exit being completed effective September 1, 2006 
Accrued income taxes ($1 5 million) due to income tax accrued during 2007 being greater than estimated 
payments 
ECR recovery ($1 1 million) 
Prepayments and other current assets ($9 million) 
Other current liabilities ($8 million) 

Other regulatory assets ($4 million) 

These increases were partially offset by cash used for changes in: 
Pension and postretirement funding ($36 million) 

Property and other taxes payable ($14 million) 
Accounts payable ($26 million) 

Accounts receivable ($10 million) 
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Investing Activities 

The primary use of funds for investing activities continues to be for capital expenditures. Net cash used for 
investing activities increased $382 million in 2007 compared to 2006 primarily due to increased capital 
expenditures of $395 million, offset by decreased restricted cash of $13 million. Restricted cash represents the 
escrowed proceeds of the Pollution Control Bonds issued, which are disbursed as qualifjing costs are incurred. 

Financing Activities 

Net cash inflows from financing activities were $422 million and $124 million in 2007 and 2006, respectively. 
See Note 7 of Notes to Financial Statements for information of redemptions, maturities and issuances of long- 
term debt. 

Future Capital Requirements 

KU expects its capital expenditures for the three-year period ending December 3 1 , 201 0, to total approximately 
$1,465 million, consisting primarily of construction estimates for installation of FGDs on Ghent and Brown 
units totaling approximately $425 million, construction of TC2 totaling approximately $360 million, the Brown 
ash pond totaling approximately $40 million, a customer care system totaling approximately $25 million and 
on-going construction related to generation and distribution assets. See Note 9 of Notes to Financial Statements 
for additional information. 

KU’s construction program is designed to ensure that there will be adequate capacity and reliability to meet the 
electric needs of its service area and to comply with environmental regulations. These needs are continually 
being reassessed and appropriate revisions are made, when necessary, in construction schedules. Future capital 
requirements may be affected in varying degrees by factors such as electric energy demand load growth, 
changes in construction expenditure levels, rate actions by regulatory agencies, new legislation, market entry of 
competing electric power generators, changes in commodity prices and labor rates, changes in environmental 
regulations and other regulatory requirements. See Contractual Obligations further below and Note 9 of Notes 
to Financial Statements for current commitments. KU anticipates funding future capital requirements through 
operating cash flow, debt and/or infusions of capital from its parent. 

Regulatory approvals are required for KIJ to incur additional debt. The Virginia Commission and the FERC 
authorize the issuance of short-term debt while the Kentucky Commission, the Virginia Commission and the 
Tennessee Regulatory Authority authorize the issuance of long-term debt. In November 2007, KU received a 
two-year authorization from the FERC to borrow up to $400 million in short-term funds. KU also has 
authorization from the Virginia Commission that expires at the end of 2009 allowing short-term borrowing of 
up to $400 million. 

KIJ’s debt ratings as of December 3 1 , 2007, were: 
Moody’s - S&P 

Pollution control revenue bonds A2 BBB-t 
Issuer rating 
Corporate credit rating 

A2 - 
BBB+ 

These ratings reflect the views of Moody’s and S&P. A security rating is not a recommendation to buy, sell or 
hold securities and is subject to revision or withdrawal at any time by the rating agency. See Note 7 of Notes to 
Financial Statements for a discussion of recent downgrade actions related to the pollution control revenue 
bonds. 
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Contractual Obligations 

The following is provided to summarize contractual cash obligations for periods after December 3 I , 2007. KU 
anticipates cash from operations and external financing will be sufficient to fund future obligations. Future 
interest obligations cannot be quantified because most of KU's debt is variable rate. See Statements of 
Capitalization. 

(in millions) 
Contractual Cash Obligations 

Short-term debt (a) 
Long-term debt 
Operating leases (c) 
Unconditional power 

Coal and gas purchase 
obligations (e) 
Retirement obligations (f) 
Other obligations (8) 
Total contractual 

cash obligations 

purchase obligations (d) 

~- Payments Due bv Period 
~ 2008 2009 2010 2011 2012 Thereafter Total 

$ 23 $ -  $ -  $ -  $ -  $ -  $ 23 
33 50 1,181 (b) 1,264 

6 5 3 2 2 4 22 

23 25 16 8 9 143 224 

3 29 146 93 57 57 682 
23 24 23 23 23 124 240 

6 __ - 392 79 - 307 - ___ - 

Represents borrowings from affiliated company due within one year. 
Includes long-term debt of $33 million classified as current liabilities because these bonds are subject to tender for 
purchase at the option of the holder and to mandatory tender for purchase upon the occurrence of certain events. These 
bonds mature in 2032. KIJ does not expect to pay these amounts in 2008. 
Represents future operating lease payments. 
Represents future minimum payments under O W  and OVEC power purchase agreements through 2010 and 2026, 
respectively. 
Represents contracts to purchase coal and natural gas. 
Represents currently projected cash flows for pension, postretirement and other post-employment benefit plans as 
calculated by the actuary. 
Represents construction commitments, including commitments for TC2 and the FGDs. 

CONTROLS AND PROCEDURES 

The Company is responsible for establishing and maintaining adequate internal control over financial reporting. 
Internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles. A company's internal control over financial reporting includes 
those policies and procedures that pertain to the maintenance of records that, in reasonable detail, accurately and 
fairly reflect the transactions and dispositions of the assets of the company; provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets 
that could have a material effect on the financial statements. 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

The Company has assessed the effectiveness of its internal control over financial reporting as of December 3 1 , 
2007. In making this assessment, the Company used the criteria set forth by the Committee of Sponsoring 
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Organizations of the Treadway Commission in Internal Control - Integrated Framework (“COSO”). The 
Company has concluded that, as of December 3 1,2007, the Company’s internal control over financial reporting 
was effective based on those criteria. 

KU is no longer subject to the internal control and other requirements of the Sarbanes-Oxley Act of 2002 and 
associated rules (the “Act”) and consequently has not issued Management’s Report on Internal Controls over 
Financial Reporting pursuant to Section 404 of the Act. 
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Kentucky Utilities Company 
Statements of Income 

(Millions of $) 

OPERATING REVENUES: 
Total operating revenues (Note 1 1) .................................................. 

OPERATING EXPENSES: 
Fuel for electric generation ................................................................ 
Power purchased (Notes 9 and 1 1) .................................................... 
Other operation and maintenance expenses ....................................... 
Depreciation and amortization (Note 1) ............................................ 

Total operating expenses .............................................................. 

Net operating income .............................................................................. 

Equity earnings in EEI (Note 1) .............................................................. 
Other income - net ................................................................................. 
Interest expense (Notes 7 and 8) ............................................................. 
Interest expense to affiliated companies (Note 1 l).. ............................... 

Income before income taxes .................................................................. 

Federal and state income taxes (Note 6) ................................................. 

Net income .............................................................................................. 

The accompanying notes are an integral part of these financial statements. 
* 

Years Ended December 3 1 
2007 - 2006 - 

$1.273 $1,210 

46 1 424 
168 182 
255 254 
121 115 

975 1,005 -- 

268 235 

244 226 

74 -- 77 .- 

u $152 

Statements of Retained Earnings 
(Millions of $) 

Years Ended December 3 1 
2007 - 2006 

Balance January 1 ................................................................................... 
Add net income ....................................................................................... 
Balance December 3 1 ............................................................................. 

$ 870 $718 
167 152 

$1.937 $_8211 

The accompanying notes are an integral part of these financial statements. 
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Kentucky Utilities Company 
Statements of Comprehensive Income 

(Millions of S) 

Years Ended December 3 1 
2007 2006 

Net income ..................................................................................................................... 

Additional minimum pension liability adjustment, net of tax expense 
of $0 and $13 for 2007 and 2006, respectively (Note 5) .......................................... 

Other comprehensive income, net of tax (Note 12) ....................................................... 

Comprehensive income .................................................................................................. 

The accompanying notes are an integral part of these financial statements. 

$167 $152 
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Kentucky Utilities Company 
Balance Sheets 

(Millions of $) 

December 3 1 
. 2007 . 2006 

ASSETS: 
Current assets: 

Cash and cash equivalents (Note 1) .................................................................... 

Accounts receivable - less reserve of $2 in 2007 and 2006 (Note 1 )  ................. 
Accounts receivable from affiliated companies (Note I 1) ................................. 

Fuel (predominantly coal) ............................................................................ 

Prepayments and other current assets ................................................................. 

Restricted cash (Note 1) ..................................................................................... 

Materials and supplies (Note 1): 

Other materials and supplies ......................................................................... 

Total current assets .................................................................................................. 

Other property and investments (Note 1 ) ................................................................. 

Utility plant. at original cost (Note 1 )  ...................................................................... 

Less: reserve for depreciation ............................................................................ 
Total utility plant, net ......................................................................................... 

Construction work in progress ............................................................................ 
Total utility plant and construction work in progress .............................................. 

Deferred debits and other assets: 
Regulatory assets (Note 2): 

Pension and postretirement benefits (Notes 1 and 2) .................................... 
Other ............................................................................................................. 

Cash surrender value of key man life insurance ................................................. 
Other assets ........................................................................................................ 

Total deferred debits and other assets ...................................................................... 

Total Assets ............................................................................................................. 

$ -  
11 

172 
17 

42 
34 
2 

288 

29 

3. 868 

1.622 
2. 246 

I.  071 
3. 317 

$ 6  
23 

123 
50 

64 
34 
18 

318 

25 

3. 681 

1 .  553 
2. 128 

_-.- 487 
2. 615 

28 64 
86 83 
37 35 

8 11 
.. 162 190 

.. 

$3.796 u 
The accompanying notes are an integral part of these financial statements . 
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Kentucky Utilities Company 
Balance Sheets (continued) 

(Millions of $) 

LIABILITIES AND EQIJITY: 
Current liabilities: 

Current portion of long-term debt (Note 7) .............................................................. 
Notes payable to affiliated companies (Notes 8 and 11) .......................................... 
Accounts payable ..................................................................................................... 
Accounts payable to affiliated companies (Note 11) ................................................ 
Customer deposits .................................................................................................... 
Other current liabilities ............................................................................................. 

Total current liabilities ................................................................................................... 

Long-term debt: 
Long-term bonds (Note 7) ........................................................................................ 

Total long-term debt ...................................................................................................... 
Long-term notes to aMiliated company (Note 7) ...................................................... 

Deferred credits and other liabilities: 
Accumulated deferred income taxes (Note 6) .......................................................... 
Accumulated provision for pensions and related benefits (Note 5) .......................... 
Investment tax credit (Note 6) ................................................................................. 

Regulatory liabilities (Note 2): 
Asset retirement obligations ..................................................................................... 

Accumulated cost of removal of utility plant ...................................................... 
Deferred income taxes ....................................................................................... 

Other regulatory liabilities ........................................................................................ 
Other liabilities ........................................................................................................ 

Total deferred credits and other liabilities ..................................................................... 

Commitments and contingencies (Note 9) 

COMMON EQUITY: 
Common stock. without par value . 

Authorized 80.000. 000 shares. outstanding 37.817. 878 shares ......................... 
Additional paid-in-capital (Note 11) ....................................................................... 

Retained earnings .................................................................................................... 

Total common equity ............................................................................................... 

Undistributed subsidiary earnings ........................................................................... 
Total retained earnings ............................................................................................ 

Total Liabilities and Equity .......................................................................................... 

December 3 1 
m 7  2006 

$ 33 $ 141 
23 97 

160 83 
48 87 
20 19 
28 23 

312 450 

3 00 219 
483 
702 1.231 -~ 
I- 

285 289 
83 126 
55 13 
30 28 

3 I O  297 
22 27 
10 6 
23 17 

803 818 .. 

308 308 
90 15 

1. 016 854 
16 21 -. 

1,037 870 
1,435 1.193 

3iJ€z%i $3.148 

The accompanying notes are an integral part of these financial statements . 
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Kentucky TJtilities Company 
Statements of Cash Flows 

(Millions of $) 
Years Ended December 3 1 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income ........................................................................................ 
Items not requiring cash currently: 

Depreciation and amortization ..................................................... 

Provision for pension and postretirement plans .......................... 

Deferred income taxes-net ........................................................... 
Investment tax credit-net .............................................................. 

Other ............................................................................................ 

Accounts receivable ..................................................................... 
Materials and supplies .................................................................. 
Accounts payable ......................................................................... 
Accrued income taxes .................................................................. 
Property and other taxes payable ................................................. 
Prepayments and other current assets .......................................... 
Other current liabilities ................................................................ 

Pension and postretirement hnding ................................................... 
MIS0 exit fee .................................................................................... 
Environmental cost recovery mechanism refundable ........................ 
Other .................................................................................................. 

Change in certain current assets and liabilities: 

Net cash provided by operating activities .................................... 

Change in restricted cash ................................................................... 

Long-term borrowings from affiliated company ............................... 
Short-term borrowings from affiliated company ............................... 
Repayment of short-term borrowings from affiliated company ........ 

Issuance of pollution control bonds ................................................... 
Additional paid-in capital .................................................................. 

Net cash provided by financing activities .................................... 
Change in cash and cash equivalents ...................................................... 
Cash and cash equivalents at beginning of year ...................................... 
Cash and cash equivalents at end of year ................................................ 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Construction expenditures ................................................................. 

Net cash used for investing activities ........................................... 
CASH FLOWS FROM FINANCING ACTIVITIES: 

Retirement of first mortgage bonds ................................................... 

Supplemental disclosures of cash flow information: 
Cash paid during the year for: 

Income taxes ................................................................................ 
Interest on borrowed money ........................................................ 
Interest to affiliated companies on borrowed money ................... 

The accompanying notes are an integral part of these financial statements . 

2007 

$ 167 

121 
(6) 
42 
36 
(7) 

(16) 
22 

(26) 
2 

(4) 
1 

10 
(43) 

(1) 
4 

302 
. 

(742) 
12 

(730) 

448 
289 

(363) 
(108) 

81 
75 

422 

6 
(6) 

$ 
,. 

$3 8 
16 
29 
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Kentucky Utilities Company 
Statements of Capitalization 

(Millions of $) 
December 3 1 

LONG-TERM DEBT (Note 7): 
First mortgage bonds: 

Pollution control series: 
P due May 15. 2007. 7.92% (Note 3) ................................................................. 

10, due November 1 ,  2024, variable YO .............................................................. 
Mercer Co . 2000 Series A, due May 1, 2023, variable %........I ......................... 
Carroll Co . 2002 Series A, due February 1 ,  2032, variable % ........................... 
Carroll Co . 2002 Series B, due February 1 ,  2032, variable % . I  ......................... 
Muhlenberg Co . 2002 Series A, due February 1 ,  2032, variable % ................... 
Mercer Co . 2002 Series A, due February 1, 2032, variable % ........................... 
Carroll Co . 2002 Series C, due October 1, 2032, variable % ............................. 
Carroll Co . 2004 Series A, due October 1, 2034, variable % ............................ 
Carroll Co . 2005 Series A, due June I ,  2035, variable %.....I ............................ 
Carroll Co . 2005 Series B, due June 1, 2035, variable YO .................................. 
Carroll Co . 2006 Series A, due June 1, 2036, variable YO .................................. 
Carroll Co . 2006 Series C, due June 1 ,  2036, variable % .................................. 

Trimble Co . 2007 Series A, due March 1 ,  2037, variable YO ............................. 

Due November 24, 2010, 4.24%, unsecmed ...................................................... 

Due August 15, 20 13, 5.3 1%, unsecured ........................................................... 
Due July 8, 2015, 4.735%, unsecured ................................................................ 

Due October 25, 20 16, 5.675% unsecured ......................................................... 
Due June 23, 2036, 6.33%, unsecured ............................................................... 
Due December 19, 2014, 5.45% unsecured ....................................................... 

Due October 25, 2019, 5.71% unsecured ........................................................... 

Due September 14, 2028, 5.96% unsecured ...................................................... 
Due March 30, 2037, 5.86% unsecured ............................................................. 

Carroll Co . 2007 Series A, due February 1, 2026, variable %..... .I .................... 
Carroll Co . 2006 Series B, due October 1, 2034, variable % ............................. 

Notes payable to Fidelia: 

Due January 16, 2012, 4.39%, unsecured .......................................................... 
Due April 30, 2013, 4.55%, unsecured .............................................................. 

Due December 21, 2015, 5.36%, unsecured ...................................................... 

Due June 20, 201 7, 5.98% unsecured ................................................................ 

Due February 7, 2022, 5.69% unsecured ........................................................... 

Total long-term debt outstanding ............................................................................ 
Less current portion of long-term debt .................................................................... 
Long-term debt ........................................................................................................ 

COMMCN EQUITY: 
Common stock. without par value . 

Authorized 80.000. 000 shares. outstanding 37. 8 17. 878 shares ......................... 
Additional paid-in-capital (Note 1 1) ....................................................................... 

Retained earnings .................................................................................................... 

Total retained earnings ............................................................................................ 
Total common equity ............................................................................................... 

TJndistributed subsidiary earnings ........................................................................... 

Total capitalization ....................................................................................................... 
The accompanying notes are an integral part of these financial statements . 

21 

2007 

13 
21 

2 
2 
8 

96 
50 
13 
13 
17 
17 
18 
54 
9 

33 
50 

100 
75 
50 
75 
50 
50 

100 
50 
70 
53 

100 
75 

1.264 
33 

.. 

1, 231 

308 
90 

1 ,  016 
21 

1.037 
1.435 

-. 
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54 
13 
21 
2 
2 
8 

96 
50 
13 
13 
17 
17 

33 
50 

100 
75 
50 
75 
50 
50 
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3 
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308 
15 

854 
16 
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Kentucky Utilities Company 
Notes to Financial Statements 

Note 1 - Summary of Significant Accounting Policies 

KU, incorporated in Kentucky in 1912 and in Virginia in 1991 , is a regulated public utility engaged in the 
generation, transmission, distribution and sale of electric energy in Kentucky, Virginia and Tennessee. KU 
provides electricity to approximately 506,000 customers in 77 counties in central, southeastern and western 
Kentucky, to approximately 30,000 customers in 5 counties in southwestern Virginia and 5 customers in 
Tennessee. KU’s coal-fired electric generating stations produce most of KUy s electricity. The remainder is 
generated by a hydroelectric power plant and natural gas and oil fueled CTs. In Virginia, KU operates under the 
name Old Dominion Power Company. KU also sells wholesale electric energy to 12 municipalities. 

KU is a wholly-owned subsidiary of E.ON US., formerly known as LG&E Energy LLC. E.ON 1J.S. is an 
indirect wholly-owned subsidiary of E.ON, a German corporation, making KTJ an indirect wholly-owned 
subsidiary of E.ON. KU’s affiliate, LG&E, is a regulated public utility engaged in the generation, transmission, 
distribution and sale of electric energy and the distribution and sale of natural gas in Kentucky. 

Certain reclassification entries have been made to the previous years’ financial statements to conform to the 
2007 presentation with no impact on net assets, liabilities and capitalization or previously reported net income 
and cash flows. 

Regulatory Accounting. KU is subject to SFAS No. 7 1 , under which regulatory assets are created based on 
expected recovery from customers in future rates to defer costs that would otherwise be charged to expense. 
Likewise, regulatory liabilities are created based on expected return to customers in future rates to defer credits 
that would otherwise be reflected as income, or, in the case of costs of removal, are created to match long-term 
future obligations arising from the current use of assets. The accounting for regulatory assets and liabilities is 
based on specific ratemaking decisions or precedent for each item as prescribed by the FERC, the Kentucky 
Commission or the Virginia Commission. See Note 2, Rates and Regulatory Matters, for additional detail 
regarding regulatory assets and liabilities. 

Cash and Cash Equivalents. KU considers all highly liquid investments with an original maturity of three months 
or less to be cash equivalents. 

Restricted Cash. Proceeds from bond issuances for environmental equipment (primarily related to the installation 
of FGDs) are held in trust pending expenditure for qualifying assets. 

Allowance for Doubtful Accounts. The allowance for doubtful accounts is based on the ratio of the amounts 
charged-off during the last twelve months to the retail revenues billed over the same period multiplied by the retail 
revenues billed over the last four months. Accounts with no payment activity are charged-off after four months, 
although collection efforts continue thereafter. 

Materials and Supplies. Fuel and other materials and supplies inventories are accounted for using the average-cost 
method. Emission allowances are included in other materials and supplies and are not currently traded by KU. At 
December 3 1,2007 and 2006, the emission allowances inventory was less than $1 million and approximately $2 
million, respectively. 
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Other Property and Investments. Other property and investments on the balance sheets consists of KU’s 
investment in EEI, economic development loans provided to various communities in KU’s service territory, KU’s 
investment in OVEC, funds related to KU’s long-term purchased power contract with OMU and non-utility plant. 

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

As of December 3 1 , 2007 and 2006, KU’s investment in OVEC totaled less than $1 million and is accounted for 
under the cost method of accounting. K7J’s maximum exposure to loss as a result of its involvement with 
OVEC is limited to the value of its investment. In the event of the inability of OVEC to fulfill its power 
provision requirements, KU anticipates substituting such power supply with either owned generation or market 
purchases and believes it would generally recover associated incremental costs through regulatory rate 
mechanisms. See Note 9, Commitments and Contingencies, for further discussion of developments regarding 
KU’s ownership interests and power purchase rights. 

KIJ owns 20% of the common stock of EEI, which owns and operates a 1,162-Mw generating station in 
southern Illinois. Prior to 2006, KU was entitled to take 20% of the available capacity of the station under a 
pricing formula comparable to the cost of other power generated by KU. This contract governing the purchases 
from EEI terminated on December 3 1 , 2005. Since December 3 1 , 2005, EEI has sold power under general 
market-based pricing and terms. KU has not contracted with EEI for power under the new arrangements, but 
maintains its 20% ownership in the common stock of EEL Replacement power for the EEI capacity has been 
largely provided by K7J generation. 

KU’s investment in EEI is accounted for under the equity method of accounting and, as of December 3 1 , 2007 
and 2006, totaled $23 million and $ 1  8 million, respectively. KU’s direct exposure to loss as a result of its 
involvement with EEI is generally limited to the value of its investment. 

Utility Plant. KU’s utility plant is stated at original cost, which includes payroll-related costs such as taxes, fringe 
benefits and administrative and general costs. Construction work in progress has been included in the rate base for 
determining retail customer rates in Kentucky. KU has not recorded a significant allowance for funds used during 
construction. 

The cost of plant retired or disposed of in the normal course of business is deducted from plant accounts and such 
cost is charged to the reserve for depreciation. When complete operating units are disposed of, appropriate 
adjustments are made to the reserve for depreciation and gains and losses, if any, are recognized. 

Depreciation and Amortization. Depreciation is provided on the straight-line method over the estimated 
service lives of depreciable plant. The amounts provided were approximately 3.2% in 2007 and 3.1% in 2006 of 
average depreciable plant. Of the amount provided for depreciation at December 3 1,2007 and 2006, 
approximately 0.5% was related to the retirement, removal and disposal costs of long lived assets. 

Unamortized Debt Expense. Debt expense is capitalized in deferred debits and amortized using the straight line 
method, which approximates the effective interest method, over the lives of the related bond issues. 

Income Taxes. Income taxes are accounted for under SFAS No. 109, Accountingfor Income Taxes and FIN 48, 
Accounting for Uncertainty in Income Taxes, an Interpretation of SFAS No. 109. In accordance with these 
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statements, deferred tax assets and liabilities are recognized for the future tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities and their 
respective tax bases, as measured by enacted tax rates that are expected to be in effect in the periods when the 
deferred tax assets and liabilities are expected to be settled or realized. Significant judgment is required in 
determining the provision for income taxes, and there are transactions for which the ultimate tax outcome is 
uncertain. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement 
recognition and measurement of a tax position taken or expected to be taken in a tax return. . Uncertain tax 
positions are analyzed periodically and adjustments are made when events occur to warrant a change. See Note 
6, Income Taxes. 

Deferred Income Taxes. Deferred income taxes are recognized at currently enacted tax rates for all material 
temporary differences between the financial reporting and income tax bases of assets and liabilities. 

Investment Tax Credits. The EPAct 2005 added Section 48A to the Internal Revenue Code, which provides for 
an investment tax credit to promote the commercialization of advanced coal technologies that will generate 
electricity in an environmentally responsible manner. KU and LG&E received an investment tax credit related 
to TC2, for more details see Note 6, Income Taxes. Investment tax credits prior to 2006 resulted from provisions 
of the tax law that permitted a reduction of KU’s tax liability based on credits for construction expenditures. 
Deferred investment tax credits are being amortized to income over the estimated lives of the related property that 
gave rise to the credits. 

Revenue Recognition. Revenues are recorded based on service rendered to customers through month-end. KU 
accrues an estimate for unbilled revenues from each meter reading date to the end of the accounting period based 
on allocating the daily system net deliveries between billed volumes and unbilled volumes. The allocation is based 
on a daily ratio of the number of meter reading cycles remaining in the month to the total number of meter reading 
cycles in each month. Each day’s ratio is then multiplied by each day’s system net deliveries to determine an 
estimated billed and unbilled volume for each day of the accounting period. The unbilled revenue estimates 
included in accounts receivable were $59 million and $42 million at December 3 1 , 2007 and 2006, respectively. 

Fuel Costs. The cast of fuel for generation is charged to expense as used. 

Management’s Use of Estimates. The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect the reported assets and 
liabilities and disclosure of contingent items at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Accrued liabilities, including legal and environmental, are 
recorded when they are probable and estimable. Actual results could differ from those estimates. 

Recent Accounting Pronouncements. The following are recent accounting pronouncements affecting KU: 

SFAS No. 160 

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial 
Statements, which is effective for fiscal years, and interim periods within those fiscal years, beginning on or 
after December 15,2008. The objective of this statement is to improve the relevance, comparability and 
transparency of financial information in a reporting entity’s consolidated financial statements. The Company 
expects the adoption of SFAS No. 160 to have no impact on its statements of operations, financial position and 
cash flows. 
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SFAS No. 159 

In February 2007, the FASR issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial 
Liabilities - Including an Amendment of FASB Statement No. 115. SFAS No. 159 permits entities to choose to 
measure many financial instruments and certain other assets and liabilities at fair value on an instrument-by- 
instrument basis (the fair value option). Unrealized gains and losses on items for which the fair value option has 
been elected are to be recognized in earnings at each subsequent reporting date. SFAS No. 159 is effective for 
fiscal years beginning after November 15,2007. SFAS No. 159 was adopted effective January 1 , 2008 and had 
no impact on the statements of operations, financial position and cash flows. 

SFAS No. 157 

In September 2006, the FASB issued SFAS No, 157, Fair Value Measurements, which, except as described 
below, is effective for fiscal years beginning after November 15, 2007. This statement defines fair value, 
establishes a framework for measuring fair value in generally accepted accounting principles and expands 
disclosures about fair value measurements. SFAS No. I57 does not expand the application of fair value 
accounting to new circumstances. In February 2008, the FASB issued FASB Staff Position 157-2, Eflective 
Date of FASB Statement No. 157, which delays the effective date of SFAS No. 157 for all nonfinancial assets 
and liabilities, except those that are recognized or disclosed at fair value in the financial statements on a 
recurring basis (at least annually), to fiscal years beginning after November 15,2008 and interim periods within 
those fiscal years. SFAS No. 157 was adopted effective January 1 , 2008, except as it applies to those 
nonfinancial assets and liabilities, and had no impact on the statements of operations, financial position and cash 
flows, however, the Company will provide additional disclosures relating to its financial derivatives, AROs and 
pension assets as required in 2008. 

-- FIN 48 

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

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

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

Note 2 - Rates and Regulatory Matters 

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

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

Final proceedings took place during the first quarter of 2006 concerning the sole remaining open issue relating 
to state income tax rates used in calculating the granted rate increase. On March 3 1,2006, the Kentucky 
Commission issued an Order resolving this issue in KU’s favor consistent with the original rate increase order. 

Regulatory Assets and Liabilities 

The following regulatory assets and liabilities were included in the balance sheets as of December 3 1 : 

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

Subtotal 

Pension and postretirement benefits 
Total regulatory assets 

Accumulated cost of removal of utility plant 
Deferred income taxes - net 
Other 
Total regulatory liabilities 

2007 
$ 24 

20 
17 
10 
11 
4 

86 

28 
3LU.4 

$310 
22 
10 

3ii3.42 

-- 

2006 
$ 22 

20 
16 
10 
10 
5 

8.3 

64 
m 
$297 

27 
6 

m 
KU does not currently earn a rate of return on the FAC regulatory asset, which is a separate recovery 
mechanism with recovery within twelve months. No return is earned on the pension and postretirement benefits 
regulatory asset which represents the changes in funded status of the plans. The Company will seek recovery of 
this asset in future proceedings with the Kentucky and Virginia Commissions. No return is currently earned on 
the ARO asset. This regulatory asset will be offset against the associated regulatory liability, ARO asset and 
ARO liability at the time the underlying asset is retired. The MISO exit amount represents the costs relating to 
the withdrawal from MISO membership. KU will seek recovery of this asset in future proceedings with the 
Kentucky and Virginia Commissions. KU currently earns a rate of return on the remaining regulatory assets. 
Other regulatory assets include VDT costs, the merger surcredit and deferred storm costs. Other regulatory 
liabilities include DSM and MISO costs included in base rates that will be netted against costs of withdrawing 
from the MISO in the next rate case. 
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ARO. A summary of KU’s net ARO assets, regulatory assets, liabilities and cost of removal established under 
FIN 47, Accounting for Conditional Asset Retirement Obligations, an Interpretation of SFAS No. 143, and 
SFAS No. 143, Accounting for Asset Retirement Obligations, follows: 

ARO Net 
(in millions) Assets 
As of December 3 1 , 2005 $ 6  
ARO accretion - 
ARO depreciation 11) 
As of December 3 I , 2006 5 
ARO accretion - 
As of December 3 1 , 2007 $5 

Regulatory Regulatory Accumulated Cost of Removal 
Assets Liabilities Cost of Removal Depreciation 

$20 $ (2) $ 2  $ 1  
I 

I 

$1 

Pursuant to regulatory treatment prescribed under SFAS No. 71, an offsetting regulatory credit was recorded in 
depreciation and amortization in the income statement of $2 million in 2007 and 2006 for the ARO accretion 
and depreciation expense. KU AROs are primarily related to the final retirement of assets associated with 
generating units. For assets associated with AROs, the removal cost accrued through depreciation under 
regulatory accounting is established as a regulatory liability pursuant to regulatory treatment prescribed under 
SFAS No. 71. There were no FIN 47 net asset additions during 2007 or 2006. For the years ended December 3 1 , 
2007 and 2006, KU recorded less than $1 million of depreciation expense related to the cost of removal of ARO 
related assets. An offsetting regulatory liability was established pursuant to regulatory treatment prescribed 
under SFAS No. 71. 

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

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

KU and the MISO have agreed upon overall calculation methods for the contractual exit fee to be paid by the 
Company following its withdrawal. In October 2006, KU paid approximately $20 million to the MISO pursuant 
to an invoice regarding the exit fee and made related FERC compliance filings. The Company’s payment of this 
exit fee amount was with reservation of its rights to contest the amount, or components thereof, following a 
continuing review of its calculation and supporting documentation. In December 2006, KU provided notice to 
the MISO of its disagreement with the calculation of the exit fee. KU and the MISO have resolved their dispute 
regarding the calculation of the exit fee and, in November 2007, filed an application with the FERC for 
approval of a recalculation agreement. In March 2008, the FERC approved the parties’ recalculation of the exit 
fee, and the approved agreement provides KU with an immediate recovery of $1 million and will provide an 
estimated $3 million over the next eight years for credits realized from other payments the MISO will receive, 
plus interest. Orders of the Kentucky Commission approving the Company’s exit from the MISO have 
authorized the establishment of a regulatory asset for the exit fee, subject to adjustment for possible future 
MISO credits, and a regulatory liability for certain revenues associated with former MISO administrative 
charges, which may continue to be collected via base rates. The treatment of the regulatory asset and liability 
will be determined in KU’s next rate case, however, the Company historically has received approval to recover 
and refund regulatory assets and liabilities. 
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FAC. KU’s retail rates contain an FAC, whereby increases and decreases in the cost of fuel for generation are 
reflected in the rates charged to retail customers. The FAC allows the Company to adjust customers’ accounts 
for the difference between the fuel cost component of base rates and the actual fuel cost, including 
transportation costs. Refunds to customers occur if the actual costs are below the embedded cost component. 
Additional charges to customers occur if the actual costs exceed the embedded cost component. The amount of 
the regulatory asset or liability is the amount that has been under- or over-recovered due to timing or 
adjustments to the mechanism. 

The Kentucky Commission requires public hearings at six-month intervals to examine past fuel adjustments, 
and at two-year intervals to review past operations of the fuel clause and transfer of the then current fuel 
adjustment charge or credit to the base charges. 

In January 2008, the Kentucky Commission initiated a routine examination of KU’s FAC for the six-month 
period May 1,2007 through October 3 1,2007. Data discovery is ongoing and a public hearing is scheduled in 
March 2008. 

In August 2007, the Kentucky Commission initiated a routine examination of KU’s FAC for the six-month 
period of November 1,2006 through April 30,2007. Data discovery has concluded and a public hearing was 
held in October 2007. The Kentucky Commission issued an Order in January 2008, approving the charges and 
credits billed through the FAC during the review period. 

In December 2006, the Kentucky Commission initiated its periodic two-year review of KU’s past operations of 
the fuel clause and transfer of fuel costs from the FAC to base rates for November 1,2004 through October 3 1 , 
2006. In March 2007, the KIUC challenged KU’s recovery of approximately $5 million in aggregate fuel costs 
KU incurred during a period prior to its exit from the MIS0 and requested the Kentucky Commission disallow 
this amount. A public hearing was held in May 2007. In October 2007, the Kentucky Cornmission issued its 
Order approving the calculation and application of KU’s FAC charges and fuel Procurement practices and 
indicated that KU was in compliance with the provisions of Administrative Regulation 807 KAR 5:5056. The 
Kentucky Commission further approved KU’s recommendation for the transfer of fuel cost from the FAC to 
base rates. In November 2007, the KIUC filed a petition for rehearing, claiming the Kentucky Commission 
misinterpreted the KIUC’s arguments in the proceeding. In the same month, the Kentucky Commission issued 
an Order denying the KIUC’s request for rehearing. An appeal was not filed by the KIIJC. 

In July 2006, the Kentucky Commission initiated a six-month review of the FAC for KU for the period of 
November 1,2005 through April 30,2006. The Kentucky Commission issued an Order in November 2006, 
approving the charges and credits billed through the FAC during the review period. 

In January 2003, the Kentucky Commission reviewed KU’s FAC for the six-month period ended October 3 1, 
2001. The Kentucky Commission ordered KU to reduce its fuel costs for purposes of calculating its FAC by 
less than $ 1  million. At issue was the purchase of approximately 102,000 tons of coal from Western Kentucky 
Energy Corp., a non-regulated affiliate, for use at KU’s Ghent facility. The Kentucky Commission further 
ordered that an independent audit be conducted to examine operational and management aspects of both KU’s 
and LG&E’s fuel procurement functions. The final report’s recommendations, issued in February 2004, related 
to documentation and process improvements. Management Audit Action Plans were agreed upon by KU and the 
Kentucky Commission Staff in the second quarter of 2004, and resulted in Audit Progress Reports being filed 
by KU with the Kentucky Commission. In February 2007, the Kentucky Commission staff indicated that KU 
fully complied with all audit recommendations and that no further reports are required. 
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KU also employs an FAC mechanism for Virginia customers that uses an average fuel cost factor based 
primarily on projected fuel costs. The fuel cost factor may be adjusted annually for over or under collections of 
fuel costs from the previous year. In February 2007, KU filed an application with the Virginia Commission 
seeking approval of an increase of approximately $4 million in its fuel cost factor to reflect higher fuel costs 
incurred and under-collected during 2006, and anticipated higher fuel costs to be incurred in 2007. The Virginia 
Commission approved KU’s request in April 2007. In February 2008, KU filed an application with the Virginia 
Commission seeking approval of a decrease of 0.599 centsKWh in its fuel cost factor applicable during the 
billing period April 2008 through March 2009. The decrease was requested because KU has fully recovered its 
under-recovered fuel expenses from the prior periods. 

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

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

In September 2007, the Kentucky Commission initiated six-month and two-year reviews far periods ending 
October 3 1 , 2006 and April 30,2007, respectively, of KU’s environmental surcharge. Data discovery concluded 
in December 2007, and all parties to the case submitted requests with the Kentucky Commission to waive rights 
to a hearing on this matter. The case is submitted for decision and an order is anticipated in the second quarter 
of 2008. 

In June 2006, KU filed an application for a CCN to construct an SCR at the Ghent station and to amend its ECR 
plan with the Kentucky Commission seeking approval to recover investments in environmental upgrades at the 
Company’s generating facilities. The estimated capital cost of the upgrades for the years 2008 through 2010 is 
approximately $125 million, of which approximately $ 1  I5 million is for the Air Quality Control System at TC2. 
A final Order was issued by the Kentucky Commission in December 2006, approving all expenditures and 
investments as submitted. In October 2007, KU met with the Kentucky Commission and other interested parties 
to discuss the status of the Ghent Unit 2 SCR construction. KU informed the Kentucky Commission that 
construction of the Ghent Unit 2 SCR was not going to commence before the CCN expired in December 2007, 
due to a change in the economics for the project. The CCN expired in December 2007, and KU has delayed 
construction of the Ghent Unit 2 SCR. 

In April 2006, the Kentucky Commission initiated six-month and two-year reviews of KU’s environmental 
surcharge for six-month periods ending July 2003, January 2004, January 2005, July 2005 and January 2006 
and for the two-year period ending July 2004. A final Order was received in January 2007, approving the 
charges and credits billed through the ECR during the review period as well as approving billing adjustments, a 
roll-in to base rates, revisions to the monthly surcharge filing and the rate of return on capital. 

VDT. In December 200 1 ,  the Kentucky Commission issued an Order approving a settlement agreement 
allowing KU to set up a regulatory asset of $54 million for workforce reduction costs and begin amortizing it 
over a five-year period starting in April 2001. Some employees rescinded their participation in the voluntary 
enhanced severance program which, along with the non-recurring charge of $7 million for FERC and Virginia 
jurisdictions, thereby decreased the charge to the regulatory asset from $64 million to $54 million. The Order 
reduced revenues by approximately $1 1 million through a surcredit on bills to ratepayers over the same five- 
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year period, reflecting a sharing (40% to the ratepayers and 60% to KU) of savings as stipulated by KU, net of 
amortization costs of the workforce reduction. The five-year VDT amortization period expired in March 2006. 

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

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

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

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

Pension and Postretirement Benefits. KIJ adopted SFAS No. 158, Employers ’Accounting for Defined Benefit 
Pension and Other Postretirement Plans, in 2006. This statement requires employers to recognize the over- 
funded or under-funded status of a defined benefit pension and postretirement plan as an asset or liability in the 
balance sheet and to recognize through comprehensive income the changes in the funded status in the year in 
which the changes occur. IJnder SFAS No. 71, KU can defer recoverable costs that would otherwise be charged 
to expense or equity by non-regulated entities. Current rate recovery in Kentucky and Virginia is based on 
SFAS No. 87, Employers ’ Accounting for Pensions, and SFAS No. 106, Employers ’ Accounting for 
Postretirement Benefits Other than Pensions, both of which were amended by SFAS No. 158. Regulators have 
been clear and consistent with their historical treatment of such rate recovery, therefore, KU has recorded a 
regulatory asset representing the probable recovery of the portion of the change in funded status of the pension 
and postretirement plans that is expected to be recovered. The regulatory asset will be adjusted annually as prior 
service cost and actuarial gains and losses are recognized in net periodic benefit cost. 
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Accumulated Cost of Reinoval of IJtility Plant. As of December 3 1,2007 and 2006, KU has segregated the 
cost of removal, previously embedded in accumulated depreciation, of $3 10 million and $297 million, 
respectively, in accordance with FERC Order No. 63 1. This cost of removal component is for assets that do not 
have a legal ARO under SFAS No. 143. For reporting purposes in the balance sheets, KU has presented this 
cost of removal as a regulatory liability pursuant to SFAS No. 71. 

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

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

In July 2007, KU and LG&E filed an application with the Kentucky Commission requesting an order approving 
enhanced versions of the existing DSM programs along with the addition of several new cost effective 
programs. The total annual budget for these programs is approximately $26 million, an increase over the 
existing annual budget of approximately $10 million. Data discovery concluded in November 2007, and the 
Community Action Council (“CAC”) for Lexington-Fayette, Bourbon, Harrison and Nicholas counties and the 
Kentucky Association for Community Action (“KACA”), filed a motion for hearing. In January 2008, the CAC 
and KACA filed a motion with the Kentucky Commission to withdraw the request because the parties reached a 
settlement. The Kentucky Commission is allowing the current tariffs to remain in effect until a final order is 
issued. 

Other Regulatory Matters 

Utility Competition in Virginia. The Commonwealth of Virginia passed the Virginia Electric LJtility 
Restructuring Act in 1999. This act gave Virginia customers the ability to choose their electric supplier. Rates 
are capped at current levels through December 2010. The Virginia Commission will continue to require each 
Virginia utility to make annual filings of either a base rate change or an Annual Informational Filing consisting 
of a set of standard financial schedules. The Virginia Commission Staff will issue a Staff Report regarding the 
individual utility’s financial performance during the historic 12-month period. The Staff Report can lead to an 
adjustment in rates, but through December 2010, rates are subject to the capped rate period and essentially 
“frozen”. In April 2007, Virginia passed legislation terminating this competitive market and commencing re- 
regulation of utility rates in Virginia. The new act will end the cap on rates at the end of 2008, rather than 
through December 20 IO, and end customer choice for most consumers in the applicable regions of the state. 
Thereafter, a hybrid model of regulation is expected to apply in Virginia, whereby utility rates would be 
reviewed every two years and a utility’s rate of return on equity shall not be set lower than the average of the 
rates of return for other regional utilities, with certain caps, floors or adjustments. The legislation was effective 
in July 2007, and also includes a 10% nonbinding goal for renewable power generation by 2022, as well as 
incentives for new generation, including renewables. Under the legislation, KU retains an existing exemption 
from customer choice and other restructuring activities as applicable to KU’s limited service territory in 
Virginia. However, subject to future developments, KU may or may not undertake such a rate proceeding in the 
first six months of 2009 based on calendar year 2008 financial data under the hybrid model of regulation, or 
make biennial rate filings with the Virginia Commission thereafter. 
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Regional Reliability Council. KU has changed its regional reliability council membership from the Reliability 
First Corporation to the SERC Reliability Corporation (“SERC”), effective January 1 , 2007. Regional reliability 
councils are industry consortiums that promote, coordinate and ensure the reliability of the bulk electric supply 
systems in North America. 

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

Ghent FGD Inquiry. In October 2006, the Kentucky Commission commenced an inquiry into elements of 
KIJ’s planned construction of one of its three new FGDs at the Ghent generating station. The proceeding 
requested, and KU provided, additional information regarding configuration details, expenditures and the 
proposed construction sequence applicable to future construction phases of the Ghent FGD project. In January 
2007, the Kentucky Commission issued an Order completing its inquiry in the matter and confirming its 
approval of KU’s construction plan. The Order also provided general guidance for jurisdictional utilities 
regarding applicable information and data requirements for future CCN applications and subsequent 
proceedings. 

Market-Based Rate Authority. In July 2006, the FERC issued an Order in KIJ’s market-based rate proceeding 
accepting KU’s further proposal to address certain market power issues the FERC had claimed would arise 
q o n  an exit from the MISO. In particular, KU received permission to sell power at market-based rates at the 
interface of control areas in which it may be deemed to have market power, subject to a restriction that such 
power not be collusively re-sold back into such control areas. However, restrictions exist on sales by KU of 
power at market-based rates in the KU/LG&E and Big Rivers Electric Corporation control areas. In June 2007, 
the FERC issued Order No. 697 implementing certain reforms to market-based rate regulations, including 
restrictions similar to those previously in place for KlJ’s power sales at control area interfaces. As a condition 
of receiving and retaining market-based rate authority, KU must comply with applicable affiliate restrictions set 
forth in FERC’s regulation. 

FERC Audit Results. In July 2006, the FERC issued a final report under a routine audit that its Office of 
Enforcement (formerly its Office of Market Oversight and Investigations) had conducted regarding the 
compliance of E.ON U.S. and its subsidiaries, including KU, under the FERC’s standards of conduct and codes 
of conduct requirements, as well as other areas. The final report contained certain findings calling for 
improvements in E.ON U.S. and its subsidiaries’ structures, policies and procedures relating to transmission, 
generation dispatch, energy marketing and other practices. E.ON U.S. and its subsidiaries have agreed to certain 
corrective actions and have submitted procedures related to such corrective actions to the FERC. The corrective 
actions are in the nature of organizational and operational improvements as described above and are not 
expected to have a material adverse impact on the Company’s results of operations or financial condition. 

Mandatory Reliability Standards. As a result of EPAct 2005, certain formerly voluntary reliability standards 
became mandatory in June 2007, and authority was delegated to various regional reliability organizations 
(“RRO”) by the Electric Reliability Organization, which was authorized by the FERC to enforce compliance 
with such standards, including promulgating new standards. Failure to comply with mandatory reliability 
standards can subject a registered entity to sanctions, including potential fines of up to $1 million per day as 
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well as non-monetary penalties, depending upon the circumstances of the violation. KIJ is a member of the 
SERC, which acts as KIJ’s RRO. The SERC is currently assessing KIJ’s compliance with certain existing 
mitigation plans resulting from a prior RRO’s audit of various reliability standards. While KIJ believes itself to 
be in substantial compliance with the mandatory reliability standards generally, KIJ cannot predict the outcome 
of the current SERC proceeding or of other analysis which may be conducted regarding compliance with 
particular reliability standards. 

IRP. Integrated resource planning regulations in Kentucky require major utilities to make triennial IRP filings 
with the Kentucky Commission. In April 2005, KU and L,G&E filed their 2005 joint IRP with the Kentucky 
Commission. The IRP provides historical and projected demand, resource and financial data, and other 
operating performance and system information. The AG and the KIUC were granted intervention in the IRP 
proceeding. The Kentucky Commission issued its staff report with no substantive issues noted and closed the 
case by Order in February 2006. KLJ and LG&E will submit the next joint triennial filing in April 2008. 

PUHCA 2005. E.ON, KIJ’s ultimate parent, is a registered holding company under PUHCA 2005. E.ON, its 
utility subsidiaries, including KU, and certain of its non-utility subsidiaries, are subject to extensive regulation 
by the FERC with respect to numerous matters, including: electric utility facilities and operations, wholesale 
sales of power and related transactions, accounting practices, issuances and sales of securities, acquisitions and 
sales of utility properties, payments of dividends out of capital and surplus, financial matters and inter-system 
sales of non-power goods and services. KU believes that it has adequate authority (including financing 
authority) under existing FERC orders and regulations to conduct its business and will seek additional 
authorization when necessary. 

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

In February 2006, the Kentucky Commission initiated an administrative proceeding to consider the 
requirements of the EPAct 2005, Subtitle E Section 1252, Smart Metering, which concerns time-based metering 
and demand response, and Section 1254, Interconnections. EPAct 2005 requires each state regulatory authority 
to conduct a formal investigation and issue a decision on whether or not it is appropriate to implement certain 
Section 1252, Smart Metering standards within eighteen months after the enactment of EPAct 2005 and to 
commence consideration of Section 1254, Interconnection standards within one year after the enactment of 
EPAct 2005. Following a public hearing with all Kentucky jurisdictional electric utilities, in December 2006, 
the Kentucky Commission issued an Order in this proceeding indicating that the EPAct 2005 Section 1252, 
Smart Metering and Section 1254, Interconnection standards should not be adopted. However, all five Kentucky 
Commission jurisdictional utilities are required to file real-time pricing pilot programs for their large 
commercial and industrial customers. KIJ developed a real-time pricing pilot for large industrial and 
commercial customers and filed the details of the plan with the Kentucky Commission in April 2007. Data 
discovery concluded in July 2007, and no parties to the case requested a hearing. In February 2008, the 
Kentucky Commission issued an Order approving the real-time pricing pilot program proposed by KIJ for 
implementation within approximately eight months. KU will notify the Kentucky Commission 10 days prior to 
the actual implementation date and will file annual reports on the program within 90 days of each plan year-end 
for the 3-year pilot period. 
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Green Energy Riders. In February 2007, KU and L,G&E filed a Joint Application and Testimony for Proposed 
Green Energy Riders. The AG and KIUC were granted full intervention. In May 2007, a Kentucky Commission 
Order was issued authorizing KU to establish Small and Large Green Energy Riders, allowing customers to 
contribute funds to be used for the purchase of renewable energy credits. 

Home Energy Assistance Program. In July 2007, KU filed an application with the Kentucky Cornmission for 
the establishment of a new Home Energy Assistance program. During September 2007, the Kentucky 
Commission approved KU’s new five-year program as filed, effective in October 2007. The program terminates 
in September 20 12, and is funded through a $0.10 per month meter charge. 

Depreciation Study. In December 2007, KU filed a depreciation study with the Kentucky Commission 
requesting a change in the depreciation rates as required by a previous Order. An adjustment to the depreciation 
rates is dependent on an order being received by the Kentucky Commission, the timing of which cannot 
currently be determined. 

Note 3 - Financial Instruments 

The cost and estimated fair values of KU’s non-trading financial instruments as of December 3 1 follow: 

- 2007 2006 
Carrying Fair Carrying Fair 

(in millions) Value Value Value Value 
Long-term debt (including 
current portion of $33 million) $333 $333 $360 $360 

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

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

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

KIJ had no outstanding interest rate swap agreements at December 3 1 , 2007. KU was party to an interest rate 
swap agreement with a notional amount of $53 million as of December 3 1 , 2006. The interest rate swap was 
terminated in February 2007, when the underlying debt was defeased. Under this swap agreement, KU paid 
variable rates based on the London Interbank Offer Rate averaging 7.44% and received fixed rates averaging 
7.92% at December 3 1 , 2006. The swap agreement in effect at December 3 1 , 2006 had been designated as a fair 
value hedge. The fair value designation was assigned because the underlying fixed rate debt had a firm future 
commitment. For 2007 and 2006, the effect of marking these financial instruments and the underlying debt to 
market resulted in pre-tax gains of less than $1 million recorded in interest expense. 
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Interest rate swaps hedge interest rate risk on the underlying debt under SFAS No. 133, Accountingfor 
Derivative Instruments and Hedging Activities, as amended, in addition to swaps being marked to market, the 
item being hedged must also be marked to market. Consequently, at December 3 1 , 2006, KU’s debt reflects a 
mark-to-market adjustment of less than $1 million. 

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

The table below summarizes K.U’s energy trading and risk management activities: 

(in millions) 2007 2006 
Fair value of contracts at beginning of period, net asset $ 1  $ 1  

inception during the period - - 
1 

Unrealized gains and losses recognized at contract 

- Realized gains and losses recognized during the period 

Other unrealized gains and losses and changes in fair values 

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

- $2 $1 
1 - 

Fair value of contracts at end of period, net asset 

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

KU maintains policies intended to minimize credit risk and revalues credit exposures daily to monitor 
compliance with those policies. At December 3 1 , 2007, 100% of the trading and risk management commitments 
were with counterparties rated BBB-Baa3 equivalent or better. 

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

Note 4 - Concentrations of Credit and Other Risk 

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

KU’s customer receivables and revenues arise from deliveries of electricity to approximately 506,000 customers 
in over 600 communities and adjacent suburban and rural areas in 77 counties in central, southeastern and 
western Kentucky, to approximately 30,000 customers in five counties in southwestern Virginia and 5 
customers in Tennessee. For the years ended December 3 1,2007 and 2006, 100% of total revenue was derived 
from electric operations. 

35 



Effective August 1,2006, KU and its employees represented by the IBEW Local 2100 entered into a new three- 
year collective bargaining agreement. The new agreement provides for negotiated increases or changes to 
wages, benefits or other provisions and for annual wage re-openers. A wage re-opener was negotiated in July 
2007. KIJ and its employees represented by the USWA Local 9447-01 entered into a three-year collective 
bargaining agreement effective August 2005, with authorized annual wage re-openers. The employees 
represented by these two bargaining units comprise approximately 16% of KU’s workforce at December 3 1, 
2007. Wage re-openers were negotiated in July 2006, and July 2007. 

Note 5 - Pension and Other Postretirement Benefit Plans 

KU has both funded and unfunded non-contributory defined benefit pension plans and other postretirement 
benefit plans that together cover substantially all of its employees. The healthcare plans are contributory with 
participants’ contributions adjusted annually. KU uses December 3 1 as the measurement date for its plans. 

Obligations and Funded Status. The following tables provide a reconciliation of the changes in the plans’ 
benefit obligations and fair value of assets over the two-year period ending December 3 1,2007, and a statement 
of the funded status as of December 3 1 for KIJ’s sponsored defined benefit plans: 

Other Postretirement 
(in millions) 

Change in benefit obligation 
Benefit obligation at beginning of year 

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

Benefit obligation at end of year 

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

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

Fair value of plan assets at end of year 

Funded status at end of year 

Pension Benefits 
2007 2006 

$ 303 $ 318 
6 6 

17 17 
(19) (19) 
(23) (19) 

$ 284 $ 303 

$ 253 $ 247 
17 26 
13 - 

(19) (19) 
-0 

$ 264 $ 253 

Benefits 
2007 2006 

$ 88 $ 95 
2 2 
5 5 

( 5 )  ( 5 )  
00 

$ 76 $ 88 

$ 13 $ 12 

$ (63) $ (76) 
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Amounts Recognized in Statement of Financial Position. The following tables provide the amounts 
recognized in the balance sheets and information for plans with benefit obligations in excess of plan assets as of 
December 3 1 : 

Other Postretirement 
(in millions) Pension Benefits Benefits 

2007 2006 2007 2006 
Regulatory assets $ 37 $ 59 $ (9) $ 5 
Accrued benefit liability (non-current) (20) (50) (63) (76) 

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

Other Postretirement 
(in millions) 

Benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Pension Benefits Benefits 
2007 2006 2007 2006 

$ 284 $ 303 $ 76 $ 88 
243 258 
264 253 13 12 

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

Other Postretirement 
(in millions) 

Service cost 

Pension Benefits 
2007 2006 

$ 6 $ 6  
Interest cost 17 17 
Expected return on plan assets (21) (20) 
Amortization of prior service costs I 1 
Amortization of actuarial loss 2 4 
Amortization of transitional obligation - - 
Benefit cost at end of year $ 5 $ 8  

Benefits 
2007 2006 

$ 2 $ 2  

- 1 
$ 6 $ 8  

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

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

The discount rate is based on the November Mercer Pension Discount Yield Curve, adjusted by the basis point 
change in the Moody’s Corporate Aa Bond Rate in December. 
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The assumptions used in the measurement of KIJ’s net periodic benefit cost are shown in the following table: 

Discount rate 
Expected long-term return on plan assets 
Rate of compensation increase 

2007 2006 
5 -90% 5.50% 
8.25% 8.25% 
5.25% 5.25% 

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

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

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

0 

Assumed Healthcare Cost Trend Rates. For measurement purposes, a 9% annual increase in the per capita 
cost of covered healthcare benefits was assumed for 2007. The rate was assumed to decrease gradually to 5% by 
201 5 and remain at that level thereafter. 

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

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

Pension 
(in millions) Plans 
2008 $ 1 8  
2009 18 
2010 17 
201 1 17 
2012 17 
2013-17 90 

Other 
Postretirement 

Benefits 
$ 6  

7 
7 
7 
7 

37 
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Plan Assets. The following table shows KU’s weighted-average asset allocation by asset category at December 
31: 

Pension Plans Target Range 2007 2006 
Equity securities 45% - 75% 57% 61% 
Debt securities 30% - 50% 43% 3 9% 
Other 0% - 10% 0% 0% 
Totals 100% 100% 

The investment policy of the pension plans was developed in conjunction with financial consultants, investment 
advisors and legal counsel. The goal of the investment policy is to preserve the capital of the fund and maximize 
investment earnings. The return objective is to exceed the benchmark return for the policy index comprised of 
the following: Russell 3000 Index, MSCI-EAFE Index, Lehman Aggregate and Lehman U.S. Long 
GovernmentICredit Bond Index in proportions equal to the targeted asset allocation. 

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

To minimize the risk of large losses in a single asset class, no more than 5% of the portfolio will be invested in 
the securities of any one issuer with the exclusion of the 1J.S. government and its agencies. The equity portion 
of the fund is diversified among the market’s various subsections to diversify risk, maximize returns and avoid 
undue exposure to any single economic sector, industry group or individual security. The equity subsectors 
include, but are not limited to, growth, value, small capitalization and international. 

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

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

The investment objective for the postretirement benefit plan is to provide current income consistent with 
stability of principal and liquidity while maintaining a stable net asset value of $1 .OO per share. The 
postretirement funds are invested in a prime cash money market fund that invests primarily in a portfolio of 
short-term, high-quality fixed income securities issued by banks, corporations and the U.S. government. 

Contributions. KU made a discretionary contribution to the pension plan of $13 million in January 2007. After 
this payment, KU’s pension plan assets are in excess of the December 3 1 , 2007 accumulated benefit obligation. 

In addition, KIJ made contributions to other postretirement benefit plans of $6 million and $7 million in 2007 
and 2006, respectively. In 2008, KU anticipates making voluntary contributions to fund the Voluntary 
Employee Beneficiary Association trusts to match the annual postretirement expense and funding the 401 (h) 
plan up to the maximum amount allowed by law. 
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Pension Legislation. The Pension Protection Act of 2006 was enacted in August 2006. The new rules are 
generally effective for plan years beginning after 2008. Among other matters, this comprehensive legislation 
contains provisions applicable to defined benefit plans which generally (i) mandate 100% funding of current 
liabilities within seven years; (ii) increase tax-deduction levels regarding contributions; (iii) revise certain 
actuarial assumptions, such as mortality tables and discount rates; and (iv) raise federal insurance premiums and 
other fees for under-funded and distressed plans. The legislation also contains similar provisions relating to 
defined-contribution plans and qualified and non-qualified executive pension plans and other matters. 

Thrift Savings Plans. KU has a thrift savings plan under section 401(k) ofthe Internal Revenue Code. Ilnder the 
plan, eligible employees may defer and contribute to the plan a portion of current compensation in order to provide 
future retirement benefits. KU makes contributions to the plan by matching a portion of the employee contributions. 
The costs of this matching were $2 million for 2007 and 2006. 

Note 6 - Income Taxes 

A LJnited States consolidated income tax return is filed by E.ON U.S.’s direct parent, E.ON US Investments 
Cop., for each tax period. Each subsidiary of the consolidated tax group, including KU, will calculate its 
separate income tax for the tax period. The resulting separate-return tax cost or benefit will be paid to or 
received from the parent company or its designee. KU also files income tax returns in various state jurisdictions. 
With few exceptions, KIJ is no longer subject to U.S. federal income tax examinations for years before 2004. 
Statutes of limitations related to 2004 and later returns are still open. Tax years 2005,2006 and 2007 are under 
audit by the IRS with the 2007 return being examined under an IRS pilot program named “Compliance 
Assurance Process”. This program accelerates the IRS’s review to the actual calendar year applicable to the 
return and ends 90 days after the return is filed. 

KU adopted the provisions of FIN 48 effective January 1,2007. At the date of adoption, KIJ had less than $1 
million of unrecognized tax benefits, primarily related to federal income taxes. If recognized, the less than $1 
million of unrecognized tax benefits would reduce the effective income tax rate. Additions and reductions of 
uncertain tax positions during 2007 were less than $1 million. 

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

KU, upon adoption of FIN 48, adopted a new financial statement classification for interest and penalties. Prior 
to the adoption of FIN 48, KU recorded interest and penalties for income taxes on the income statements in 
income tax expense and in the taxes accrued balance sheet account, net of tax. Upon adoption of FIN 48, 
interest is recorded as interest expense and penalties are recorded as operating expenses on the income 
statement and accrued expenses in the balance sheets, on a pre-tax basis. Interest of less than $1 million was 
accrued for 2007 and 2006 based on IRS and Kentucky Department of Revenue large corporate interest rates for 
underpayment of taxes. No penalties were accrued by KU upon adoption of FIN 48 or through December 3 I , 
2007. 
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Components of income tax expense are shown in the table below: 

(in millions) 2007 2006 
Current - federal $ 2 8  $51  

- state 13 11 
Deferred - federal - net ( 5 )  

- state - net ( 1 )  1 
Investment tax credit - deferred 43 12 
Amortization of investment tax credit (1) (1) 
Total income tax expense $12 u 

- 

Current federal income tax expense decreased and investment tax credit - deferred increased primarily 
due to the recording of investment tax credits of $43 million and $12 million at December 31,2007 and 
2006, respectively, as discussed below. 

In June 2006, KU and LG&E filed a joint application with the U S .  Department of Energy (“DOE”) 
requesting certification to be eligible for investment tax credits applicable to the construction of TC2. 
The EPAct 2005 added Section 48A to the Internal Revenue Code, which provides for an investment tax 
credit to promote the commercialization of advanced coal technologies that will generate electricity in 
an environmentally responsible manner. KIJ’s and LG&E’s appl ication requested up to the maximum 
amount of “advanced coal project” credit allowed per taxpayer, or $125 million, based on an estimate of 
15% of projected qualifying TC2 expenditures. In November 2006, the DOE and the IRS announced 
that KU and LG&E were selected to receive the tax credit. A final IRS certification required to obtain 
the investment tax credit was received in August 2007. KIJ’s portion of the TC2 tax credit will be 
approximately $1 00 million over the construction period and will be amortized to income over the life of 
the related property beginning when the facility is placed in service. Based on eligible construction 
expenditures incurred, KU recorded investment tax credits of $43 million and $12 million in 2007 and 
2006, respectively, decreasing current federal income taxes. 

In September 2007, KU received Order 2007-001 78 from the Kentucky Commission approving the accounting 
of the investment tax credit. In March 2008, certain groups filed suit in federal court in North Carolina against 
the DOE and IRS claiming the investment tax credit program was violative of certain environmental laws and 
demanded relief, including suspension or termination of the program. KU is not able to predict the ultimate 
outcome of this proceeding. 
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Components of net deferred tax liabilities included in the balance sheets are shown below: 

(in millions) 2007 2006 

Depreciation and other plant-related items $292 $29 1 
Regulatory assets and other - 40 37 
Total deferred tax liabilities - 332 328 

Deferred tax liabilities: 

Deferred tax assets: 
Income taxes due to customers 
Pensions and related benefits 
Liabilities and other 
Total deferred tax assets 

9 10 
17 1 1  
- 23 23 

44 - 49 - 
Net deferred income tax liability $281 &2&! 

Balance sheet classification 
Current assets 
Non-current liabilities 

Net deferred income tax liability 

A reconciliation of differences between the statutory 7J.S. federal income tax rate and KU’s effective income 
tax rate follows: 

- 2007 2006 

State income taxes, net of federal benefit 3.4 3.9 
Reduction of income tax accruals (0.4) (0.5) 
Qualified production deduction (1.2) (0.4) 
EEI dividend (2.9) (3.4) 
Amortization of investment tax credit (0.4) (0.5) 
Other differences (1.9) (1.4) 
Effective income tax rate 31.6% X %  

Statutory federal income tax rate 35.0% 3 5 .0% 

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

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

€3. R. 4520, known as the “American Jobs Creation Act of 2004”, allows electric utilities to take a deduction for 
qualified production activities income starting in 2005. 

Kentucky House Bill 272, also known as “Kentucky’s Tax Modernization Plan”, was signed into law in March 
2005. This bill contains a number of changes in Kentucky’s tax system, including the reduction of the Corporate 
income tax rate from 8.25% to 7% effective January 1 , 2005, and a further reduction to 6% effective January 1 , 
2007. As a result of the income tax rate changes, K7J’s deferred tax reserve amount will exceed its actual 
deferred tax liability attributable to existing temporary differences, since the new statutory rates are lower than 
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rates when the deferred tax liability originated. In December 2006, KU received approval from the Kentucky 
Commission to establish and amortize a regulatory liability of $ 1  1 million for these net excess deferred income 
tax balances. K1J will amortize these depreciation-related excess deferred income tax balances under the 
average rate assumption method which matches the amortization of the excess deferred income taxes with the 
life of the timing differences to which they relate. Excess deferred income tax balances related to non- 
depreciation timing differences were expensed in 2006 due to their immaterial amount. There were no 
additional adjustments in 2007. 

KU expects to have adequate levels of taxable income to realize its recorded deferred tax assets. 

Note 7 - Long-Term Debt 

As of December 3 1, 2007 and 2006, long-term debt and the current portion of long-term debt consist primarily 
of pollution control bonds and long-term loans from affiliated companies as summarized below. 

Stated Principal 
(in millions) Interest Rates Maturities Amounts 

Noncurrent portion Variable - 6.33% 2010-2037 $1,231 
Outstanding at December 3 I , 2007: 

Current portion Variable 2032 $ 33 

Outstanding at December 3 1 , 2006: 
Noncurrent portion Variable - 6.33% 20 10-2036 $ 702 
Current portion Variable - 7.92% 2007-2032 $ 141 

Pollution control series bonds are obligations of KU issued in connection with tax-exempt pollution control 
revenue bonds issued by various governmental entities, principally counties in Kentucky. A loan agreement 
obligates KU to make debt service payments to the county that equate to the debt service due from the county 
on the related pollution control revenue bonds. Until a series of financing transactions was completed during 
February 2007, the county’s debt was also secured by an equal amount of KIJ’s first mortgage bonds that were 
pledged to the trustee for the pollution control revenue bonds that match the terms and conditions of the 
county’s debt, but require no payment of principal and interest unless KU defaults on the loan agreement. 
Proceeds from bond issuances for environmental equipment (primarily related to the installation of FGDs) are held 
in trust pending expenditure for qualifying assets. At December 3 1,2007, and 2006, KU had $1 1 million and $23 
million, respectively, of bond proceeds in trust, included in restricted cash in the balance sheets. 

Several of the KIJ pollution control bonds are insured by monoline bond insurers whose ratings have been 
under pressure due to exposures relating to insurance of sub-prime mortgages. At December 3 1 , 2007, KIJ had 
an aggregate $333 million of outstanding pollution control indebtedness, of which $300 million is in the form of 
insured auction rate securities wherein interest rates are reset either weekly or every 35 days via an auction 
process. Beginning in late 2007, the interest rates on these insured bonds began to increase due to investor 
concerns about the creditworthiness of the bond insurers. In 2008, interest rates have continued to increase, and 
the Company has experienced “failed auctions” when there are insufficient bids for the bonds. When there is a 
failed auction, the interest rate is set pursuant to a formula stipulated in the indenture which can be as high as 
15%. During 2007, the average rate on the auction rate bonds was 3.96%, whereas the average rate in January 
and February of 2008 was 4.72%. The instruments governing these auction rate bonds permit KU to convert the 
bonds to other interest rate modes, such as various short-term variable rates, long-term fixed rates or 
intermediate-term fixed rates that are reset infrequently. In the first quarter of 2008, the ratings of the Carroll 
County 2004 Series A bonds were downgraded from AAA to AA and subsequently to A by S&P and from Aaa 
to A2 by Moody’s, and the Carroll County 2006 Series C bonds were downgraded from Aaa to A2 by Moody’s 
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and from AAA to A- by S&P due to downgrades of the bond insurer. In February 2008, KU issued a notice to 
bondholders of its intention to convert the Carroll County 2007 Series A bonds and the Trimble County 2007 
Series A bonds from the auction rate mode to a fixed interest rate mode, as permitted under the Joan documents. 
In March 2008, KU will issue notices to bondholders of its intention to convert the Carroll County 2006 Series 
C bonds and the Mercer County 2000 Series A bonds from the auction mode to a weekly interest rate mode, as 
permitted under the loan documents. KU expects to purchase such bonds and hold some or all such bonds until 
a later date, including potential further conversion, remarketings or refinancings. TJncertainty in markets relating 
to auction rate securities or steps KU has taken or may take to mitigate such uncertainty, such as additional 
conversions, subsequent restructurings or redemptions and refinancings, could result in KU incurring increased 
interest expense, transaction expenses or other costs and fees or experiencing reduced liquidity relating to 
existing or future pollution control financing structures. See Note 13, Subsequent Events. 

All of KLJ’s first mortgage bonds were released and terminated in February 2007. Only the tax-exempt pollution 
control revenue bonds issued by the counties remain. Under the provisions for certain of KU’s variable-rate 
pollution control bonds, the bonds are subject to tender for purchase at the option of the holder and to 
mandatory tender for purchase upon the occurrence of certain events, causing the bonds to be classified as 
current portion of long-term debt in the balance sheets. The average annualized interest rate for these bonds 
during 2007 and 2006 was 3.72% and 3.56940, respectively. 

At December 3 1,2006, KU had an interest rate swap used to hedge KU’s underlying debt obligations. The swap 
hedged specific debt issuances and, consistent with management’s designation, was accorded hedge accounting 
treatment, The swap effectively converted the fixed rate obligation on KU’s first mortgage bond Series P to 
variable-rate. At December 3 1 , 2006, the remaining swap had a notional value of $53 million. The swap was 
terminated in February 2007, when the underlying bond was defeased. See Note 3, Financial Instruments. 

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

($ in millions) Principal Securedl 
- Year Description Amount - Rate Unsecured Maturity 
2007 Pollution control bonds $ 54 Variable Secured 2024 
2007 First mortgage bonds $ 54 7.92% Secured 2007 
2006 First mortgage bonds $ 36 5.99% Secured 2006 
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Issuances of long-term debt for 2007 and 2006 are summarized below: 

($ in millions) 

2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Pollution control bonds 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2007 Due to Fidelia 
2006 Pollution control bonds 
2006 Pollution control bonds 
2006 Due to Fidelia 
2006 Due to Fidelia 

Description 
Principal 
Amount 

$ 54 
$ 18 
$ 9  
$ 53 
$ 75 
$ 50 
$100 
$ 70 
$1 00 
$ 17 
$ 17 
$ 50 
$ 50 

-.- - Rate 
Variable 
Variable 
Variable 

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

Variable 
Variable 
5.675% 
6.33% 

Secured/ 
Unsecured 
IJnsecured 
Unsecured 
IJnsecured 
Unsecured 
IJnsecured 
Unsecured 
Unsecured 
Unsecured 
IJnsecured 
Unsecured 
IJnsecured 
Unsecured 
IJnsecured 

Maturity 
2034 
2026 
2037 
2022 
2037 
2017 
2028 
2019 
2014 
2036 
2036 
201 6 
2036 

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

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

(in millions) 
2008 - 2009 $ -  
2010 33 
201 1 
2012 50 
Thereafter 1,181 (a) 
Total $1,264 

(a) Includes long-term debt of $33 million classified as current liabilities because these bonds are subject to 
tender for purchase at the option of the holder and to mandatory tender for purchase upon the occurrence of 
certain events. These bonds mature in 2032. KU does not expect to pay these amounts in 2008. 
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Note 8 - Notes Payable and Other Short-Term Obligations 

KTJ participates in an intercompany money pool agreement wherein E.ON U.S. and/or LG&E make funds 
available to KU at market-based rates (based on an index of highly rated commercial paper issues) up to $400 
million. 

($ in millions) Pool Available Outstanding Available Interest Rate 
Total Money Amount Balance Average 

December 3 I , 2007 $400 $23 $377 4.75% 
December 3 1 , 2006 $400 $97 $303 5.25% 

As of December 3 1,2007 and 2006, E.ON U.S. maintained a revolving credit facility totaling $150 million and 
$200 million, respectively, with an affiliated company, E.ON North America, Inc., to ensure funding 
availability for the money pool. The balance is as follows: 

Total Amount Balance Average 
($ in millions) -- Available Outstanding Available Interest Rate 
December 3 1,2007 $150 $ 62 $88 4.97% 
December 3 1 , 2006 $200 $102 $98 5.49% 

During June 2007, KU entered into a short-term bilateral line of credit totaling $35 million. During the third 
quarter of 2007, KU extended the maturity date on this facility to June 2012. There was no outstanding balance 
under this facility at December 3 1 , 2007. 

The covenants under this revolving line of credit include: 

0 

0 

0 

The debdtotal capitalization ratio must be less than 70% 
E.ON must own at least 66.667% of voting stock of KU directly or indirectly 
The corporate credit rating of the Company must be at or above BBB- and Baa3 as determined by 
S&P and Moody’s 
A limitation on disposing of assets aggregating more than 15% of total assets as of December 3 1 , 
2006 

Note 9 - Commitments and Contingencies 

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

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

4 Thereafter __. 

Total $22 
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Owensboro Contract Litigation. In May 2004, the City of Owensboro, Kentucky and OMU commenced a suit 
now removed to the IJ.S. District Court for the Western District of Kentucky, against KU concerning a long- 
term power supply contract (the “OMU Agreement”) with KIJ. The dispute involves interpretational differences 
regarding issues under the OMlJ Agreement, including various payments or charges between KU and OMU and 
rights concerning excess power, termination and emissions allowances. The complaint seeks in excess of $6 
million in damages in connection with one of its claims for periods prior to 2004, plus damages in an 
unspecified amount for later-occurring periods on that claim and for other claims. 0MI.J has additionally 
requested injunctive and other relief, including a declaration that KU is in material breach of the contract. KU 
has filed an answer in that court denying the OMU claims and presenting counterclaims and amended such 
filing in January 2007, to include further counterclaims alleging additional damages. During 2005, the FERC 
declined KU’s application to exercise exclusive jurisdiction on matters. In July 2005, the district court resolved 
a summary judgment motion made by KU in OMU’s favor, ruling that a contractual provision grants OMU the 
ability to terminate the contract without cause upon four years’ prior notice, for which ruling KU retains certain 
rights to appeal. A motion to reconsider that ruling is presently pending before the Court. The parties are 
continuing various discovery proceedings, as well as settlement negotiations. A trial date has been set for 
October 2008. In May 2006, OMU issued a notification of its intent to terminate the OMU agreement contract 
in May 2010, without cause, absent any earlier relief which may be permitted by the proceeding. The Company 
is currently unable to determine the final outcome of this matter. 

Sale and Leaseback Transaction. KU is a participant in a sale and leaseback transaction involving its 62% 
interest in two jointly owned CTs at KU’s E.W. Brown generating station (Units 6 and 7). Commencing in 
December 1999, KU and LG&E entered into a tax-efficient, 18-year lease of the CTs. KU and L,G&E have 
provided funds to fully defease the lease, and have executed an irrevocable notice to exercise an early purchase 
option contained in the lease after 15.5 years. The financial statement treatment of this transaction is no 
different than if KU had retained its ownership. The leasing transaction was entered into following receipt of 
required state and federal regulatory approvals. 

In case of default under the lease, KU is obligated to pay to the lessor its share of certain fees or amounts. 
Primary events of default include loss or destruction of the CTs, failure to insure or maintain the CTs and 
unwinding of the transaction due to governmental actions. No events of default currently exist with respect to 
the lease. Upon any termination of the lease, whether by default or expiration of its term, title to the CTs reverts 
jointly to KU and LG&E. 

At December 3 1 , 2007, the maximum aggregate amount of default fees or amounts was $ 1  0 million, of which 
KU would be responsible for 62% (approximately $6 million). KU has made arrangements with E.ON US., via 
guarantee and regulatory commitment, for E.ON U.S. to pay KlJ’s full portion of any default fees or amounts. 

Letter of Credit. KU has provided a letter of credit totaling less than $1 million to support certain obligations 
related to workers’ compensation. 

Purchased Power. KU has purchased power arrangements with OMU and OVEC. Under the OMU agreement, 
which could last through January 1,2020, KU purchases all of the output of an approximately 400-Mw coal- 
fired generating station not required by OMU. The amount of purchased power available to KU during 2008- 
20 10, which is expected to be approximately 6% of KU’s total Kwh native load energy requirements, is 
dependent upon a number of factors including the OMU units’ availability, maintenance schedules, fuel costs 
and OMU requirements. Payments are based on the total costs of the station allocated per terms of the OMU 
agreement. Included in the total costs is KlJ’s proportionate share of debt service requirements on $246 million 
of OMU bonds outstanding at December 3 1 , 2007. The debt service is allocated to KIJ based on its annual 
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allocated share of capacity, which averaged approximately 39% in 2007. KU does not guarantee the OMU 
bonds, or any requirements therein, in the event of default by OMIJ. 

KU has a contract for purchased power with O W C ,  terminating in 2026, for various Mw capacities. KU has an 
investment of 2.5% ownership in OVEC’s common stock, which is accounted for on the cost method of 
accounting. KU’s share of OVEC’s output is 2.5%, approximately 55 Mw of generation capacity. Future 
obligations for power purchases are shown in the following table: 

(in millions) 
2008 $ 23 
2009 25 
2010 16 
201 1 8 
2012 9 
Thereafter 143 
Total LZa 

Construction Program. KU had approximately $392 million of commitments in connection with its construction 
program at December 3 1 , 2007. 

In June 2006, KU and LG&E entered into a construction contract regarding the TC2 project. The contract is 
generally in the form of a lump-sum, turnkey agreement for the design, engineering, procurement, construction, 
commissioning, testing and delivery of the project, according to designated specifications, terms and conditions. 
The contract price and its components are subject to a number of potential adjustments which may serve to 
increase or decrease the ultimate construction price paid or payable to the contractor. The contract also contains 
standard representations, covenants, indemnities, termination and other provisions for arrangements of this type, 
including termination for convenience or for cause rights. 

TC2 Air Permit. The Sierra Club and other environmental groups filed a petition challenging the air permit 
issued for the TC2 baseload generating unit which was issued by the Kentucky Division of Air Quality in 
November 2005. The filing of the challenge did not stay the permit, so the Company was free to proceed with 
construction during the pendancy of the action. In June 2007, the state hearing officer assigned to the matter 
recommended upholding the air permit with minor revisions. In September 2007, the Secretary of the Kentucky 
Environmental and Public Protection Cabinet issued a final Order approving the hearing officer’s recommenda- 
tion and upholding the permit. In September 2007, KU administratively applied for a permit revision to reflect 
minor design changes. In October 2007, the environmental groups submitted comments objecting to the draft 
permit revisions and, in part, attempting to reassert general objections to the generating unit. An agency 
decision on the final permit revisions may occur during 2008. The Company is currently unable to determine 
the final outcome of this matter. 

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

Environmental Matters. KTJ’s operations are subject to a number of environmental laws and regulations in each 
of the jurisdictions in which it operates, governing, among other things, air emissions, wastewater discharges, the 
use, handling and disposal of hazardous substances and wastes, soil and groundwater contamination and employee 
health and safety. 

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

Ambient Air Quality. The Clean Air Act requires the EPA to periodically review the available scientific data for 
six criteria pollutants and establish concentration levels in the ambient air sufficient to protect the public health 
and welfare with an extra margin for safety. These concentration levels are known as national ambient air 
quality standards (“NAAQS”). Each state must identify “nonattainment areas” within its boundaries that fail to 
comply with the NAAQS and develop a SIP to bring such nonattainment areas into compliance. If a state fails 
to develop an adequate plan, the EPA must develop and implement a plan. As the EPA increases the stringency 
of the NAAQS through its periodic reviews, the attainment status of various areas may change, thereby 
triggering additional emission reduction obligations under revised SIPs aimed to achieve attainment. 

In 1997, the EPA established new NAAQS for ozone and fine particulates that required additional reductions in 
SO2 and NOx emissions from power plants. In 1998, the EPA issued its final “NOx SIP Call” rule requiring 
reductions in NOx emissions of approximately 85% from 1990 levels in order to mitigate ozone transport from 
the midwestern U.S. to the northeastern 1J.S. To implement the new federal requirements, Kentucky amended 
its SIP in 2002 to require electric generating units to reduce their NOx emissions to 0. I5  pounds weight per 
MMBtu on a company-wide basis. In 2005, the EPA issued the CAIR which requires additional SO2 emission 
reductions of 70% and NOx emission reductions of 65% from 2003 levels. The CAIR provides for a two-phase 
cap and trade program, with initial reductions of NOx and SO2 emissions due by 2009 and 201 0, respectively, 
and final reductions due by 2015. The final rule is currently under challenge in a number of federal court 
proceedings. In 2006, Kentucky proposed to amend its SIP to adopt state requirements similar to those under 
the federal CAIR. Depending on the level of action determined necessary to bring local nonattainment areas 
into compliance with the new ozone and fine particulate standards, KU’s power plants are potentially subject to 
additional reductions in SO2 and NOx emissions. KU’s weighted-average company-wide emission rate for SO2 
in 2007 was approximately 1.33 lbs./MMBtu of heat input, with every generating unit below its emission limit 
established by the Kentucky Division far Air Quality. 

Hazardous Air Pollutants. As provided in the 1990 amendments to the Clean Air Act, the EPA investigated 
hazardous air pollutant emissions from electric utilities and submitted a report to Congress identifying mercury 
emissions from coal-fired power plants as warranting further study. In 2005, the EPA issued the CAMR 
establishing mercury standards for new power plants and requiring all states to issue new SIPs including 
mercury requirements for existing power plants. The EPA issued a model rule which provides for a two-phase 
cap and trade program with initial reductions due by 201 0 and final reductions due by 201 8. The CAMR 
provides for reductions of 70% from 2003 levels. The EPA closely integrated the CAMR and CAIR programs 
to ensure that the 201 0 mercury reduction targets will be achieved as a “co-benefit” of the controls installed for 
purposes of compliance with the CAIR. The final rule is also currently under challenge in the federal courts. In 
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February 2008, a federal appellate court issued a decision in one of the proceedings vacating the current 
CAMR, an outcome that may have the effect of resulting in more stringent mercury reduction rules. However, 
the ruling could be subject to further appeal. In 2006, Kentucky proposed to amend its SIP to adopt state 
requirements similar to those under the federal CAMR. In 2006, the Kentucky air agency adopted a regulation 
aimed at regulating additional hazardous air pollutants from sources including power plants, but it was 
withdrawn in 2007. To the extent those rules are final, they are not expected to have a material impact on KU’s 
power plant operations. 

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

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

Installation of Pollution Controls. Many of the programs under the Clean Air Act utilize cap and trade 
mechanisms that require a company to hold sufficient emissions allowances to cover its authorized emissions on 
a company-wide basis and do not require installation of pollution controls on every generating unit. Under cap 
and trade programs, companies are free to focus their pollution control efforts on plants where such controls are 
particularly efficient and utilize the resulting emission allowances for smaller plants where such controls are not 
cost effective. KIJ met its Phase I SO2 requirements primarily through installation of FGD equipment on Ghent 
IJnit I .  KU‘s combined strategy for its Phase I1 SO2 requirements, which commenced in 2000, includes the 
installation of additional FGD equipment, as well as using accumulated emissions allowances and fuel 
switching to defer certain additional capital expenditures. In order to achieve the NOx emission reductions and 
associated obligations, KU installed additional NOx controls, including SCR technology, during the 2000 to 
2007 time period at a cost of $220 million. In 2001, the Kentucky Commission granted approval to recover the 
costs incurred by KU for these projects through the environmental surcharge mechanism. Such monthly 
recovery is subject to periodic review by the Kentucky Commission. 

In order to achieve the emissions reductions mandated by the CAIR and CAMR, KU expects to incur additional 
capital expenditures totaling approximately $675 million during the 2008 through 201 0 time period for 
pollution controls including FGD and SCR equipment, and additional operating and maintenance costs in 
operating such controls. In 2005, the Kentucky Commission granted approval to recover the costs incurred by 
KU for these projects through the ECR mechanism, Such monthly recovery is subject to periodic review by the 
Kentucky Commission. KU believes its costs in reducing SOz, NOx and mercury emissions to be comparable to 
those of similarly situated utilities with like generation assets. KU’s compliance plans are subject to many 
factors including developments in the emission allowance and fuels markets, future legislative and regulatory 
enactments, legal proceedings and advances in clean air technology. KIJ will continue to monitor these 
developments to ensure that its environmental obligations are met in the most efficient and cost-effective 
manner. 
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Potential GHG Controls. In 2005, the Kyoto Protocol for reducing GHG emissions took effect, obligating 37 
industrialized countries to undertake substantial reductions in GHG emissions. The 1J.S. has not ratified the 
Kyoto Protocol and there are currently no mandatory GHG emission reduction requirements at the federal level. 
Legislation mandating GHG reductions has been introduced in the Congress, but no federal legislation has been 
enacted to date. In the absence of a program at the federal level, various states have adopted their own GHG 
emission reduction programs. Such programs have been adopted in various states including 1 1  northeastern 
US.  states and the District of Columbia under the Regional GHG Initiative program and California. Substantial 
efforts to pass federal GHG legislation are ongoing. In addition, litigation is currently pending before various 
courts to determine whether the EPA and the states have the authority to regulate GHG emissions under existing 
law. In April 2007, the U.S. Supreme Court ruled that the EPA has the authority to regulate GHG under the 
Clean Air Act. KU is monitoring ongoing efforts to enact GHG reduction requirements at the state and federal 
level and is assessing potential impacts of such programs and strategies to mitigate those impacts. KIJ is unable 
to predict whether mandatory GHG reduction requirements will ultimately be enacted. As a Company with 
significant coal-fired generating assets, KU could be substantially impacted by programs requiring mandatory 
reductions in GHG emissions, although the precise impact on the operations of KU, including the reduction 
targets and deadlines that would be applicable, cannot be determined prior to the enactment of such programs. 

Brown New Source Review Litigation. In April 2006, the EPA issued an NOV alleging that KU had violated 
certain provisions of the Clean Air Act‘s new source review rules relating to work performed in 1997, on a 
boiler and turbine at KU’s E.W. Brown generating station. In December 2006, the EPA issued a second NOV 
alleging the Company had exceeded heat input values in violation of the air permit for the unit. During 2006, 
KU provided data responses to the EPA with respect to the allegations in the NOVs. In March 2007, the 
Department of Justice filed a complaint in federal court in Kentucky alleging the same violations specified in 
the prior NOVs. The complaint seeks civil penalties, including potential per-day fines, remedial measures and 
injunctive relief. In April 2007, KU filed an answer in the civil suit denying the allegations. In July 2007, a July 
2009 date for trial on the merits was scheduled. The parties continue periodic settlement discussions and a $2 
million accrual has been recorded based on the current status of those discussions, however, KU cannot 
determine the overall outcome or potential effects of these matters, including whether substantial fines, 
penalties or remedial construction may result. 

Section 114 Requests. In August 2007, the EPA issued administrative information requests under Section 1 14 of 
the Clean Air Act requesting new source review-related data regarding certain construction and maintenance 
activities at LG&E’s Mill Creek 4 and Trimble County I generating units and KU’s Ghent 2 generating unit. 
The Companies are complying with the information requests and are not able to predict further proceedings in 
this matter at this time. 

Ghent Opacip NOV. In September 2007, the EPA issued an NOV alleging that K1J had violated certain 
provisions of the Clean Air Act’s operating rules relating to opacity during June and July of 2007 at Units 1 and 
3 of KU’s Ghent generating station. The parties have commenced initial discussions on this matter. KU is not 
able to estimate the outcome or potential effects of these matters, including whether substantial fines, penalties 
or remedial construction may result. 

General Environmental Proceedings. KU has recently settled certain environmental matters. During 2005 and 
2006, final judicial and administrative approvals were received regarding a consent decree relating to the 
October I999 leak of approximately 38,000 gallons of diesel fuel (of which 34,000 gallons were recovered) 
from an underground pipeline at KIJ’s E.W. Brown Station. Under the terms of the settlement, KU paid a civil 
penalty in 2006 and has agreed to construct a supplemental environmental project and maintain the project for 
ten years, each at a cost of less than $I  million. During 2006, final judicial and administrative approvals were 
received regarding a settlement associated with a former transformer scrap-yard which had been the subject of 
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April 2002 correspondence to KU and other potentially responsible parties. Under the terms of the settlement, 
the parties bore aggregate cleanup costs of approximately $2 million, of which KIJ’s share was less than $1 
million, which was paid in December 2006. 

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

Note 10 - Jointly Owned Electric Utility Plant 

KTJ and LG&E have begun construction of TC2, a jointly owned unit at the Trimble County site. KU 
and LG&E own undivided 60.75% and 14.25% interests, respectively, in TC2. Of the remaining 25% of 
TC2, Illinois Municipal Electric Agency (“IMEA”) owns a 12.12% undivided interest and Indiana 
Municipal Power Agency (“IMPA”) owns a 12.88% undivided interest. Each company is responsible for 
its proportionate share of capital cost during construction, and fuel, operation and maintenance cost 
when TC2 begins operation, which is expected to occur in 201 0. 

TC2 _” 

LG&E KU IMPA IMEA Total I 
Ownership interest 14.25% 60.75% 12.88% 1 2.1 2% 100% 
Mw capacity 107 455 97 91 750 

(in millions) - LG&E __ KU 
Construction work in progress $74 $332 

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

($ in millions) KU LG&E Total 
(8 ($1 t$) 

($) Net ($) Net ($) Net 
Mw ($) Depre- Book Mw ($) Depre- Book Mw ($) Depre- Book 

Ownership Percentage Capacity Cost ciation Value Capacity Cost ciation Value Capacity Cost ciation Value 
KU 47%, LG&E 53% (1) 129 51 (11) 40 146 58 (12) 46 275 109 (23) 86 
KU 62%, LG&E 38% (2) 190 78 (14) 64 118 50 (10) 40 308 128 (24) 104 
KU 71%, LG&E 29% (3) 228 80 (14) 66 92 32 (6) 26 320 112 (20) 92 
KU 63%, LG&E 37% (4) 404 137 (17) 120 236 79 (8) 71 640 216 (25) 191 
KU 71%, LG&E 29% (5) d a  9 (2) 7 nla 3 3 nla 12 (2) 10 

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

2) Comprised of units 6 and 7 at the E.W. Brown facility. 
3) Comprised of units 5 and 6 at the Trimble County facility. 
4) Comprised of CT Substation 7-10 and units 7, 8, 9 and 10 at the Trimble County facility. 
5) Comprised of CT Substation 5 and 6 and CT Pipeline at the Trimble County facility. 
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Both KU’s and LG&E’s participating share of direct expenses of the jointly owned plants is included in the 
corresponding operating expenses on its respective income statement (e.g., fuel, maintenance of plant, other 
operating expense). 

Note 11 - Related Party Transactions 

KU, subsidiaries of E.ON U.S. and subsidiaries of E.ON engage in related party transactions. Transactions 
between KU and E.ON U.S. subsidiaries are eliminated upon consolidation of E.ON 1J.S. Transactions between 
KU and E.ON subsidiaries are eliminated upon consolidation of E.ON. These transactions are generally 
performed at cost and are in accordance with the FERC regulations under PUHCA 2005 and the applicable 
Kentucky Commission and Virginia Commission regulations. The significant related party transactions are 
disclosed below. 

EIectric Purchases 

KU and LG&E purchase energy from each other in order to effectively manage the load of their retail and 
wholesale customers. These sales and purchases are included in the statements of income as operating revenues 
and purchased power operating expense. KU intercompany electric revenues and purchased power expense for 
the years ended December 3 1 , were as follows: 

(in millions) - 2007 2006 
Electric operating reZlenues from LG&E $46 $77 
Purchased power from LG&E 93 99 

Interest Charges 

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

KU’s intercompany interest income and expense for the years ended December 3 1 , were as follows: 

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

2007 - 2006 
$ 6  $ 3  
35 21 

Other Intercompany Billings 

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

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

Intercompany billings to and from KIJ for the years ended December 3 1, were as follows: 

(in millions) 
E.ON 1J.S. Services billings to KU 
KU billings to LG&E 
LG&E billings to KU 
KIJ billings to E.ON U S .  Services 

_.__ 2007 - 2006 
$488 $353 

6 56 
12 53 
26 23 

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

Note 12 - Accumulated Other Comprehensive Income 

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

Minimum 
Pension 
Liability Income 

(in millions) Adjustment Pre-Tax Taxes Net 
Balance at December 3 1 , 2005 $ (32) $ (32) $ 13 $(I 9) 

Minimum pension liability adjustment - 32 - 32 _(131 -0 
Balance at December 3 1 , 2006 L L.2 $ L 

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

Note 13 - Subsequent Events 

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

On January 3 1 , 2008 and February 14,2008, the ratings of the Carroll County 2004 Series A bonds were 
downgraded from AAA to AA by S&P and from Aaa to A2 by Moody’s, respectively, due to downgrades of the 
bond insurer. On February 25,2008, the bonds were subsequently downgraded from AA to A by S&P, due to a 
further downgrade of the insurer. 

On February 1,2008, the Kentucky Commission issued an Order approving the real-time pricing pilot program 
proposed by KU, for implementation within approximately eight months, for its large commercial and industrial 
customers. 

On February 7,2008 and February 25,2008, the Carroll County 2006 Series C bonds were downgraded from 
Aaa to A2 by Moody’s and from AAA to A- by S&P, due to downgrades of the bond insurer. 
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On February 26, 2008, KIJ commenced steps, including notice to relevant parties, to convert the Carroll County 
2007 Series A bonds and the Trimble County 2007 Series A bonds, from the auction rate mode to a fixed 
interest rate mode. Such conversions are scheduled to occur on April 4,2008. 

Beginning in late 2007, the interest rates on the insured bonds, wherein interest rates are reset either weekly or 
every 35 days via an auction process, began to increase due to investor concerns about the creditworthiness of 
the bond insurers. In 2008, interest rates have continued to increase, and the Company has experienced "failed 
auctions" when there are insufficient bids for the bonds. When there is a failed auction, the interest rate is set 
pursuant to a formula stipulated in the indenture which can be as high as 15%. During 2007, the average rate on 
the auction rate bonds was 3.96%, whereas the average rate in January and February of 2008 was 4.72%. 

On March 4,2008, the FERC issued an Order approving the MISO exit fee recalculation agreement which 
provides KU with an immediate recovery of $1 million and an estimated $3 million over the next eight years for 
credits realized from other payments the MISO will receive, plus interest. 

On March 17,2008, KU commenced steps, including notice to relevant parties, to convert the Carroll County 
2006 Series C bonds from the auction rate mode to a weekly interest rate mode. Such conversion is scheduled 
to occur on April 16,2008. 
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Report of Independent Auditors 

To the Shareholder of Kentucky Utilities Company: 

In our opinion, the accompanying balance sheets and the related statements of capitalization, income, retained 
earnings, cash flows and comprehensive income present fairly, in all material respects, the financial position of 
Kentucky Utilities Company at December 3 1 , 2007 and 2006, and the results of its operations and its cash flows 
for the years then ended in conformity with accounting principles generally accepted in the United States of 
America. These financial statements are the responsibility of the Company’s management. Our responsibility 
is to express an opinion on these financial statements based on our audits. We conducted our audits of these 
statements in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management, and evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

As discussed in Note 2 to the financial statements, Kentucky Utilities Company changed the manner in which it 
accounts for defined benefit pension and other postretirement benefit plans as of December 3 1,2006. 

/s/ PricewaterhouseCoopers LLP 
Louisville, Kentucky 
March 18,2008 

56 



APPENDIX B 

Opinions of Bond Counsel and 
Forms of Conversion Opinions of Bond Counsel 

B- 1 



APPENDIX B-1 

Opinion of Bond Counsel dated February 23,2007 relating to the 2006 Series B Bonds 
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502-333-6000 
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w sywIRM.coM 

February 23,2007 

Re: $54,000,000 County of Carroll, Kentucky, Environmental Facilities Revenue Refunding 
Bonds, 2006 Series B (Kentucky Utilities Company Project) 

We hereby certify that we have examined certified copies of the proceedings of record of 
the County of Carroll, Kentucky (the “County”), acting by and through its Fiscal Court as its 
duly authorized governing body, preliminary to and in connection with the issuance by the 
County of its Environmental Facilities Revenue Refunding Bonds, 2006 Series B (JXentucky 
Utilities Company Project), dated their date of issuance, in the aggregate principal amount of 
$54,000,000 (the ‘CBonds”). The Bonds are issued under the provisions of Sections 103.200 to 
103.285, inclusive, of the Kentucky Revised Statutes (the “Act”), for the purpose of providing 
funds which will be used, with other funds provided by Kentucky Utilities Company (the 
“Company”) for the current r e h d i n g  of $54,000,000 aggregate principal amount of the 
County’s Collateralized Solid Waste Disposal Facilities Revenue Bonds (Kentucky Utilities 
Company Project) 1994 Series A, dated November23, 1994 (the “Prior Bonds”), which were 
issued for the purpose of financing a portion of the costs of construction, acquisition, installation 
and equipping of certain solid waste disposal facilities to serve the Ghent Generating Station of 
the Company in Carroll County, Kentucky (the “Project”) in order to provide for the collection, 
storage, treatment, processing and final disposa1 of solid wastes, as provided by the Act. 

The Bonds mature on October 1, 2034 and bear interest initially at the Dutch Auction 
Rate, as defined in the Indenture, hereinafter described, subject to change as provided in such 
Indenture. The Bonds will be subject to optional and mandatory redemption prior to maturity at 
the times, in the manner and upon the terms set forth in the Bonds. From such examination of 
the proceedings of the Fiscal Court of the County referred to above and from an examination of 
the Act, we are of the opinion that the County is duly authorized and empowered to issue the 
Bonds under the laws of the Commonwealth of Kentucky now in force. 

We have examined an executed counterpart of a certain Loan Agreement, dated as of 
October 1,2006 (the “Loan Agreement”), between the County and the Company and a certified 
copy of the proceedings of record of the Fiscal Court of the County preliminary to and in 
connection with the execution and delivery of the Loan Agreement, pursuant to which the 
County has agreed to issue the Bonds and to lend the proceeds thereof to the Company to 
provide funds to pay and discharge, with other funds provided by the Company, the Prior Bonds. 

LEXINGTON + LOUISVILLE + FRANKFORT + HENDERSON 
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The Company has agreed to make Loan payments to the Trustee at times and in amounts fuIly 
adequate to pay maturing principal of, interest on and redemption premium, if any, on the Bonds 
as same become due and payable. From such examination, we are of the opinion that such 
proceedings of the Fiscal Court of the County show lawful authority for the execution and 
delivery of the Loan Agreement; that the Loan Agreement has been duly authorized, executed 
and delivered by the County; and that the Loan Agrement is a legal, valid and binding 
obligation of the County, enforceable in accordance with its terms, subject to the qualification 
that the enforcement thereof may be limited by laws relating to bankruptcy, insolvency or other 
similar laws affecting creditors’ rights generally, including equitable provisions where equitable 
remedies are sought. 

We have also examined an executed counterpart of a certain Indenture of Trust, dated as 
of October 1, 2006 (the “Indenture”), by and between the County and Deutsche Bank Trust 
Company Americas, as trustee (the “Trustee”), securing the Bonds and setting forth the 
covenants and undertakings of the County in connection with the Bonds and a certified copy of 
the proceedings of record of the Fiscal Court of the County preliminary to and in connection with 
the execution and delivery of the Indenture. Pursuant to the Indenture, certain of the County’s 
rights under the Loan Agreement, including the right to receive payments thereunder, and all 
moneys and securities held by the Trustee in accordance with the Indenture (except moneys and 
securities in the Rebate Fund created thereby) have been assigned to the Trustee, as security for 
the holders of the Bonds. From such examination, we are of the opinion that such proceedings of 
the Fiscal Court of the County show lawful authority for the execution and delivery of the 
Indenture; that the Indenture has been duly authorized, executed and delivered by the County; 
and that the Indenture is a legal, valid and binding obligation upon the parties thereto according 
to its terms, subject to the qualification that the enforcement thereof may be limited by laws 
relating to bankruptcy, insolvency or other similar laws affecting creditors’ rights generally, 
inchding equitable provisions where equitable remedies are sought. 

In our opinion the Bonds have been validly authorized, executed and issued in 
accordance with the laws of the Commonwealth of Kentucky now in full force and effect, and 
constitute legal, valid and binding special obligations of the County entitled to the benefit of the 
security provided by the Indenture and enforceable in accordance with their terms, subject to the 
qualification that the enforcement thereof may be limited by laws relating to bankruptcy, 
insolvency or other similar Iaws affecting creditors’ rights generally, including equitable 
provisions where equitable remedies are sought. The Bonds are payable by the County solely 
and only from payments and other amounts derived from the Loan Agreement and as provided in 
the Indenture. 

In our opinion, under existing laws, including current statutes, regulations, administrative 
rulings and official interpretations by the Internal Revenue Service, subject to the exceptions and 
qualifications contained in the succeeding paragraphs, interest on the Bonds is excluded &om the 
gross income of the recipients thereof for federal income tax purposes, except that no opinion is 
expressed regarding such exdusion fiorn gross income with respect to any Bond during any 
period in which it is held by a “substantial user” of the Project or a “related person,” as such 
terms are used in Section 147(a) of the Internal Revenue Code of 1986, as amended (the 
“Code”). Interest on the 5onds is a separate item of tax preference in determining alternative 
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minimum taxable income for individuals and corporations under the Code. In arriving at this 
opinion, we have relied u p n  representations, factual statements and certifications of the 
Company with respect to certain material facts which are solely within the Company’s 
knowledge in reaching our conclusion, inter alia, that not less than 95% of the net proceeds of 
the Prior Bonds were used to finance solid waste disposal facilities qualified for financing under 
Section 142(a)(6) of the Code and the Act. Further, in arriving at the opinion set forth in this 
paragraph as to the exclusion from gross income of interest on the Bonds, we have assumed and 
this opinion is conditioned on, the accuracy of and continuing compliance by the Company and 
the County with representations and covenants set forth in the Loan Agreement and the Indenture 
which are intended to assure compliance with certain tax-exempt interest provisions of the Code. 
Such representations and covenants must be accurate and must be complied with subsequent to 
the issuance of the Bonds in order that interest on the Bonds be excluded from gross income for 
federal income tax purposes. Failure to comply with certain of such representations and 
covenants in respect of the Bonds subsequent to the issuance of the Bonds could cause the 
interest thereon to be included in gross income for federal income tax purposes retroactively to 
the date of issuance of the Bonds. We express no opinion (i) regarding the exclusion of interest 
on any Bond from gross income for federal income tax purposes on or after the date on which 
any change, including any interest rate conversion, permitted by the documents (other than with 
approval of this firm) is taken which adversely affects the tax treatment of the Bonds or (ii) as to 
the treatment for purposes of federal inwme taxation of interest on the Bonds upon a 
Determination of Taxability. We are further of the opinion that interest on the Bonds is excluded 
Erom gross income of the recipients thereof for Kentucky income tax purposes and that the 
Bonds are exempt fiom ad valorem taxation by the Commonwealth of Kentucky and all political 
subdivisions thereof. 

Our opinion as to the exclusion of interest on the Bonds from gross income for federal 
income tax purposes and federal tax treatment of interest on the Bonds is further subject to the 
following exceptions and qualifications: 

(a) The Code provides for a “branch profits tax” which subjects to tax, at a rate of 
30%, the effectively connected earnings and profits of a foreign corporation which engages in a 
United States trade or business. Interest on the Bonds would be includable in the amount of 
effectively connected earnings and profits and thus would increase the branch profits tax 
liability. 

(b) The Code also provides that passive investment income, including interest on the 
Bonds, may be subject to taxation for any S corporation with Subchapter C earnings and profits 
at the close of its taxable year if greater than 25% of its gross receipts is passive investment 
income. 

Except as stated above, we express no opinion as to any federal or Kentucky tax 
consequences resulting fkom the receipt of interest on the Bonds. 

Holders of the Bonds should be aware that the ownership of the Bonds may result in 
collataal federal inwme tax consequences. For instance, the Code provides that, for taxable 
years beginning after December 3 1 , 1986, property and casualty insurance companies will be 
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required to reduce their loss reserve deductions by 15% of the tax-exempt interest received on 
certain obligations, such as the Bonds, acquired after August 7, 1986. (For purposes of the 
immediately preceding sentence, a portion of dividends paid to an affiliated insurance company 
may be treated as tax-exempt interest.) The Code further provides for the disallowance of any 
deduction for interest expenses incurred by banks and certain other financial institutions 
allocable to carrying certain tax-exempt obligations, such 8s the Bonds, acquired after August 7, 
1986. The Code also provides that, with respect to taxpayers other than such financial 
institutions, such taxpayers will be unable to deduct any portion of the interest expenses incurred 
or continued to purchase or cany the Bonds. The Code also provides, with respect to 
individuals, that interest on tax-exempt obligations, including the Bonds, is included in modified 
adjusted gross income for purposes of determining the taxability of social security and railroad 
retirement benefits. Furthermore, the earned income credit is not allowed for individuals with an 
aggregate amount of disqualified income within the meaning of section 32 of the Code, which 
exceeds $2,200. Interest on the Bonds will be taken into account in the calculation of 
disqualified income. 

We have received opinions of John R. McCall, Esq., General Counsel of the Company 
and Jones Day, Chicago, Illinois, counsel to the Company, of even date herewith. In rendering 
this opinion, we have relied upon said opinions with respect to the matters therein. We have also 
received an opinion of even date herewith of Hon. James C. Monk, County Attorney of the 
County and relied upon said opinion with respect to the matters therein, Said opinions are in 
forms satisfactory to us as to both scope and content. 

We express no opinion as to the title to, the description of, or the existence or priority of 
any liens, charges or encumbrances on, the Project. 

In rendering the foregoing opinions, we me passing upon only those matters specifically 
set forth in such opinions and are not passing upon the investment quality of the Bonds or the 
accuracy or completeness of any statements made in connection with any offer or sale thereof 
The opinions herein are expressed 8s of the date hereof and we assume no obligation to 
supplement or update such opinions to reflect any facts or circumstances that may hereafter come 
to our attention or any changes in law that may hereafter occur. 

We are members of the Bar of the Commonwealth of Kentucky and do not purport to be 
experts on the laws of any jurisdiction other than the Commonwealth of Kentucky and the 
United States of America, and we express no opinion as to the laws of any jurisdiction other than 
those specified. 

Respectfully submitted, 

/ STOLL IWENON OGDEN PLLC 
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October 17,2008 

Re: $77,947,405 “County of Carroll, Kentucky, Environmental Facilities Revenue Bonds, 
2008 Series A (Kentucky Utilities Company Project)” 

We hereby certify that we have examined certified copies of the proceedings of record of 
the County of Carroll, Kentucky (the “Countyyy), acting by and through its Fiscal Court as its 
duly authorized governing body, preliminary to and in connection with the issuance by the 
County of its Environmental Facilities Revenue Bonds, 2008 Series A (Kentucky Utilities 
Company Project), dated their date of issuance, in the aggregate principal amount of $77,947,405 
(the “Bonds”). The Bonds are issued under the provisions of Sections 103.200 to 103.285, 
inclusive, of the Kentucky Revised Statutes (the “Act”), for the purpose of providing funds 
which will be used, with other b d s  provided by Kentucky Utilities Company (the “Company”) 
for the purpases of (i) financing a portion of the costs of construction, acquisition, installation 
and equipping of certain solid waste disposal facilities to serve the Ghent Generating Station of 
the Company in Carroll County, Kentucky (the “Construction Project”) in order to provide for 
the collection, storage, treatment and final disposal of solid wastes, as provided by the Act in the 
principal amount of $1 8,026,265, and (ii) currently refimding (a) $13,266,950 outstanding 
principal mount of County of Canoll, Kentucky, Environmental Facilities Revenue Bonds, 
2005 Series A (Kentucky Utilities Company Project) (the “2005 Series A Bonds”), (b) 
$1 3,266,950 outstanding principal amount of County of Carroll, Kentucky, Environmental 
Facilities Revenue Bonds, 2005 Series B (Kentucky Utilities Company Project) (the “2005 
Series B Bonds”), (c) $16,693,620 outstanding principal amount of County of Carroll, Kentucky, 
Environmental Facilities Revenue Bonds, 2006 Series A (Kentucky Utilities Company Project) 
(the “2006 Series A Bonds”) and (d) $16,693,620 outstanding principal amount of County of 
Carroll, Kentucky, Environmental Facilities Revenue Bonds, 2006 Series C (Kentucky Utilities 
Company Project) (the “2006 Series C Bonds” and, together with the 2005 Series A Bonds, the 
2005 Series B Bonds and the 2006 Series A Bonds, the ‘‘Refunded Bonds”), which were issued 
for the purpose of financing all or a portion of the qualified costs of acquisition, construction, 
installation and equipping of certain solid waste disposal facilities to serve the Ghent Generating 
Station of Company in Carroll County, Kentucky (the ‘‘Refunding Project” and, together with the 
Construction Project, the “Project”), as provided by the Act. 
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The Bonds mature on February 1,2032, and bear interest initially at the Flexible Rate, as 
defined in the Indenture, hereinafter described, subject to change as provided in such Indenture. 
The Bonds will be subject to optional and mandatory redemption prior to maturity at the times, 
in the manner and upon the terms set forth in the Bonds. From such examination of the 
proceedings of the Fiscal Court of the County referred to above and firom an examination of the 
Act, we are of the opinion that the County is duly authorized and empowered to issue the Bonds 
under the laws of the Commonwealth of Kentucky now in force. 

We have examined an executed counterpart of a certain Loan Agreement, dated as of 
August 1,2008 (the “Loan Agreement”), between the County and the Company and a certified 
copy of the proceedings of record of the Fiscal Court of the County preliminary to and in 
connection with the execution and delivery of the Loan Agreement, pursuant to which the 
County has agreed to issue the Bonds and to lend the proceeds thereof to the Company to 
provide funds to finance a portion of the costs of the acquisition, construction, installation and 
equipping of the Construction Project and to pay and discharge with other funds provided by the 
Company, the Refunded Bonds. The Company has agreed to make Loan payments to the 
Trustee at times and in amounts fully adequate to pay maturing principal of, interest on and 
redemption premium, if any, on the Bonds as Same become due and payable. From such 
examination, we are of the opinion that such proceedings of the Fiscal Court of the County show 
l a m 1  authority for the execution and delivery of the Loan Agreement; that the Loan Agreement 
has been duly authorized, executed and delivered by the County; and that the Loan Agreement is 
a legal, valid and binding obligation of the County, enforceable in accordance with its terms, 
subject to the qualification that the enforcement thereof may be limited by laws relating to 
bankruptcy, insolvency or other similar laws affecting creditors’ rights generally, including 
equitable provisions where equitable remedies are sought. 

We have also examined an executed counterpart of a certain Indenture of Trust, dated as 
of August 1, 2008 (the “Indenture”), by and between the County and Deutsche Bank Trust 
Company Americas, as trustee (the “Trustee”), securing the Bonds and setting forth the 
covenants and undertakings of the County in connection with the Bonds and a certified copy of 
the proceedings of record of the Fiscal Court of the County preliminary to and in connection with 
the execution and delivery of the Indenture. Pursuant to the Indenture, certain of the County’s 
rights under the Loan Agreement, including the right to receive payments thereunder, and all 
moneys and securities held by the Trustee in accordance with the Indenture (except moneys and 
securities in the Rebate Fund created thereby) have been assigned to the Trustee, as security for 
the holders of the Bonds. From such examination, we are of the opinion that such proceedings of 
the Fiscal Court of the County show lawful authority for the execution and delivery of the 
Indenture; that the Indenture has been duly authorized, executed and delivered by the County; 
and that the Indenture is a legal, valid and binding obligation upon the parties thereto according 
to its terms, subject to the qualification that the enforcement thereof may be limited by laws 
relating to bankruptcy, insolvency or other similar laws affecting creditors’ rights generally, 
including equitable provisions where equitable remedies are sought. 
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In our opinion the Bonds have been validly authorized, executed and issued in 
accordance with the laws of the Commonwealth of Kentucky now in full force and effect, and 
constitute legal, valid and binding special obligations of the County entitled to the benefit of the 
security provided by the Indenture and enforceable in accordance with their terms, subject to the 
qualification that the enforcement thereof may be limited by laws relating to bankruptcy, 
insolvency or other similar laws affecting creditors’ rights generally, including equitable 
provisions where equitable remedies are sought. The Bonds are payable by the County solely 
and only from payments and other amounts derived from the Loan Agreement and as provided in 
the Indenture. 

In our opinion, under existing laws, including current statutes, regulations, administrative 
rulings and official interpretations by the Internal Revenue Service, subject to the exceptions and 
qualifications contained in the succeeding paragraphs, (i) interest on the Bonds is excluded fiom 
the gross income of the recipients thereof for federal income tax purposes, except that no opinion 
is expressed regarding such exclusion from gross income with respect to any Bond during any 
period in which it is held by a “substantial user” of the Project or a “related person,” as such 
terms are used in Section 147(a) of the Internal Revenue Code of 1986, as amended (the “Code”) 
and (ii) interest on the Bonds is a separate item of tax preference in detennining alternative 
minimum taxable income for individuals and corporations under the Code. In arriving at this 
opinion, we have relied upon representations, factual statements and certifications of the 
Company with respect to certain material facts which are solely within the Company’s 
knowledge in reaching ow conclusion, inter alia, that not less than 95% of the proceeds of the 
Bonds will be used to finance or refinance solid waste disposal facilities qualified for financing 
under Section 142(a)(6) of the Code and the Act. Further, in arriving at the opinion set forth in 
this paragraph as to the exclusion fiom gross income of interest on the Bonds, we have assumed 
and this opinion is conditioned on, the accuracy of and continuing compliance by the Company 
and the County with representations and covenants set forth in the Loan Agreement and the 
Indenture which are intended to assure compliance with certain tax-exempt interest provisions of 
the Code. Such representations and covenants must be accurate and must be complied with 
subsequent to the issuance of the Bonds in order that interest on the Bonds be excluded fkom 
gross income for federal income tax purposes. Failure to comply with certain of such 
representations and covenants in respect of the Bonds subsequent to the issuance of the Bonds 
could cause the interest thereon to be included in gross income for federal income tax purposes 
retroactively to the date of issuance of the Bonds. We express no opinion (i) regarding the 
exclusion of interest on any Bond from gross income for federal income tax purposes on or after 
the date on which any change, including any interest rate conversion, permitted by the 
documents (other than with approval of this firm) is taken which adversely affects the tax 
treatment of the Bonds or (ii) as to the treatment for purposes of federal income taxation of 
interest on the Bonds upon a Determination of Taxability. We are further of the opinion that 
interest on the Bonds is excluded from gross income of the recipients thereof for Kentucky 
income tax purposes and that the Bonds are exempt from ad valorem taxation by the 
Commonwealth of Kentucky and all political subdivisions thereof. 
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Our opinion as to the exclusion of interest on the Bonds from gross income for federal 
income tax purposes and federal tax treatment of interest on the Bonds is further subject to the 
following exceptions and qualifications: 

(a) The Code provides for a “branch profits tax” which subjects to tax, at a 
rate of 30%, the effectively connected earnings and profits of a foreign corporation which 
engages in a United States trade or business. Interest on the Bonds would be includable 
in the amount of effwtively connected earnings and profits and thus would increase the 
branch profits tax liability. 

(b) The Code also provides that passive investment income, including interest 
on the Bonds, may be subject to taxation for MY S corporation with Subchapter C 
earnings and profits at the close of its taxable year if greater than 25% of its gross 
receipts is passive investment income. 

Except as stated above, we express no opinion as to any federal or Kentucky tax 
consequences resulting fiom the receipt of interest on the Bonds. 

Holders of the Bonds should be aware that the ownership of the Bonds may result in 
collateral federal income tax consequences, For instance, the Code provides that, for taxable 
years beginning after December 3 1, 1986, property and casualty insurance companies will be 
required to reduce their loss reserve deductions by 15% of the tax-exempt interest received on 
certain obligations, such as the Bonds, acquired after August 7, 1986. (For purposes of the 
immediately preceding sentence, a portion of dividends paid to an affiliated insurance company 
may be treated as tax-exempt interest.) The Code further provides for the disallowance of any 
deduction for interest expenses incurred by banks and certain other financial institutions 
allocable to carrying certain tax-exempt obligations, such as the Bonds, acquired after August 7, 
1986. The Code also provides that, with respect to taxpayers other than such financial 
institutions, such taxpayers will be unable to deduct any portion of the interest expenses incurred 
or continued to purchase or carry the Bonds. The Code also provides, with respect to 
individuals, that interest on tax-exempt obligations, including the Bonds, is included in modified 
adjusted gross income for purposes of determining the taxability of social security and railroad 
retirement benefits. Furthermore, the earned income credit is not allowed for individuals with an 
aggregate amount of disqualified income within the meaning of Section 32 of the Code, which 
exceeds $2,200. Interest on the Bonds will be taken into account in the calculation of 
disqualified income. 

We have received opinions of John R. McCall, Esq., General Counsel of the Company, 
and Jones Day, Chicago, Illinois, counsel to the Company, of even date herewith. In rendering 
this opinion, we have relied upon said opinions with respect to the matters therein. We have also 
received an opinion of even date herewith of Hon. James C. Monk, County Attorney of the 
County and relied upon said opinion with respect to the matters therein. Said opinions are in 
forms satisfactory to us as to both scope and content. 
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We express no opinion as to the title to, the description of, or the existence or priority of 
any liens, charges or encumbrances on, the Project. 

In rendering the foregoing opinions, we are passing upon only those matters specifically 
set forth in such opinions and are not passing upon the investment quality of the Bonds or the 
accuracy or completeness of any statements made in connection with any offer or sale thereof. 
The opinions herein are expressed as of the date hereof and we assume no obligation to 
supplement or update such opinions to reflect any facts or circumstances that may hereafter come 
to our attention or any changes in law that may h e r d e r  occur. 

We are members of the Bar of the Commonwealth of Kentucky and do not purport to be 
experts on the laws of any jurisdiction other than the Commonwealth of Kentucky and the 
United States of America, and we express no opinion as to the laws of any jurisdiction other than 
those specified. 

Respectfblly submitted, 

/ STOLL KEENON OGkN PLLC 
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(Form of Conversion Opinion of Bond Counsel) 
(2006 Series B Bonds) 

December 19,2008 

County of Carroll, Kentucky 
Carrollton, Kentucky 41 008 

Deutsche Bank Trust Company Americas, 
as Trustee 
Summit, New Jersey 0790 1 

Re: Conversion to Weekly Rate Period of $54,000,000 “County of Carroll, Kentucky, 
Environmental Facilities Revenue Refunding Bonds, 2006 Series B (Kentucky IJtilities 
Company Project)” 

Ladies and Gentlemen: 

This opinion is being furnished in accordance with the requirements of the Indenture of 
Trust, dated as of October 1,*2006 (the “Indenture”), between the County of Carroll, Kentucky 
(the “Issuer”) and Deutsche Bank Trust Company Americas, as Trustee (the “Trustee”), 
pertaining to $54,000,000 principal amount of County of Carroll, Kentucky, Environmental 
Facilities Revenue Refunding Bonds, 2006 Series B (Kentucky Utilities Company Project), dated 
February 23, 2007 (the “Bonds”), in order to satisfy certain requirements of Section 2.02(e)(i) of 
the Indenture. Pursuant to Section 2.02(e)(i) of the Indenture, the interest rate on the Bonds is 
being converted from a Dutch Auction Rate to a Weekly Rate effective on December 19, 2008, 
the Conversion Date. The terms used herein denoted by initial capitals and not otherwise defined 
shall have the meanings specified in the Indenture. 

We have examined the law and such documents and matters as we have deemed 
necessary to provide this opinion. As to questions of fact material to the opinions expressed 
herein, we have relied upon the provisions of the Indenture and related documents, and upon 
representations made to us without undertaking to verify the same by independent investigation. 

Based upon the foregoing, as of the date hereof, we are of the opinion that the conversion 
of the interest rate on the Bonds as described herein (a) is authorized or permitted by the Act and 
the Indenture and (b) will not adversely affect the validity of the Bonds or any exclusion from 
gross income for federal income tax purposes to which interest on the Bonds would otherwise be 
entitled. Interest on the Bonds is not and will not be excluded from gross income during any 
period when the Bonds are held by the Company or a “related person” of the Company as 
defined in Section 147(a) of the Internal Revenue Code of 1986, as amended. 

In rendering this opinion, we assume, without verifying, that the Issuer and the Company 
have complied and will comply with all covenants contained in the Indenture, the Loan 
Agreement between the Issuer and the Company, dated October 1, 2006, and other documents 
relating to the Bonds. We rendered our approving opinion at the time of the issuance of the 



Bonds relating to, among other things, the validity of the Bonds and the exclusion from federal 
income taxation of interest on the Bonds. We have not been requested to update or continue 
such opinion and have not undertaken to do so. Accordingly, we do not express any opinion 
with respect to the Bonds except as set forth above. 

Our opinion represents our legal judgment based upon our review of the law and the facts 
that we deem relevant to render such opinion and is not a guarantee of a result. This opinion is 
given as of the date hereof and we assume no obligation to review or supplement this opinion to 
reflect any facts or circumstances that may hereafter come to our attention or any changes in law 
that may hereafter occur. 

We express no opinion herein as to the investment quality of the Bonds or the adequacy, 
accuracy or completeness of any information furnished to any person in connection with any 
offer or sale of the Bonds. 

Respectfully submitted, 

STOL,L KEENON OGDEN PLLC 



APPENDIX B-4 

(Form of Conversion Opinion of Bond Counsel) 
(2008 Series A Bonds) 

December 19,2008 

County of Carroll, Kentucky 
Carrollton, Kentucky 4 1008 

Re: 

Deutsche Bank Trust Company Americas, 
as Trustee 
Summit, New Jersey 07901 

Conversion to Weekly Rate Period of $77,947,405 “County of Carroll, Kentucky, 
Environmental Facilities Revenue Bonds, 2008 Series A (Kentucky IJtilities Company 
Project)” 

Ladies and Gentlemen: 

This opinion is being furnished in accordance with the requirements of the Indenture of 
Trust, dated as of August 1, 2008 (the “Indenture”), between the County of Carroll, Kentucky 
(the “Issuer’y) and Deutsche Bank Trust Company Americas, as Trustee (the “Trustee”), 
pertaining to $77,947,405 principal amount of County of Carroll, Kentucky, Environmental 
Facilities Revenue Bonds, 2008 Series A (Kentucky Utilities Company Project), dated 
October 17, 2008 (the “Bonds”), in order to satisfy certain requirements of Section 2.02(e)(i) of 
the Indenture. Pursuant to Section 2.02(e)(i) of the Indenture, the interest rate on the Bonds is 
being converted from a Flexible Rate to a Weekly Rate effective on December 19, 2008, the 
Conversion Date. The terms used herein denoted by initial capitals and not otherwise defined 
shall have the meanings specified in the Indenture. 

We have examined the law and such documents and matters as we have deemed 
necessary to provide this opinion. As to questions of fact material to the opinions expressed 
herein, we have relied upon the provisions of the Indenture and related dacuments, and upon 
representations made to us without undertaking to verify the same by independent investigation. 

Based upon the foregoing, as of the date hereof, we are of the opinion that the conversion 
of the interest rate on the Bonds as described herein (a) is authorized or permitted by the Act and 
the Indenture and (b) will not adversely affect the validity of the Bonds or any exclusion from 
gross income for federal income tax purposes to which interest on the Bonds would otherwise be 
entitled. Interest on the Bonds is not and will not be excluded from gross income during any 
period when the Bonds are held by the Company or a “related person” of the Company as 
defined in Section 147(a) of the Internal Revenue Code of 1986, as amended. 

In rendering this opinion, we assume, without verifying, that the Issuer and the Company 
have complied and will comply with all covenants contained in the Indenture, the Loan 
Agreement between the issuer and the Company, dated August 1, 2008, and other documents 
relating to the Bonds. We rendered our approving opinion at the time of the issuance of the 



Bonds relating to, among other things, the validity of the Bonds and the exclusion from federal 
income taxation of interest on the Bonds. We have not been requested to update or continue 
such opinion and have not undertaken to do so. Accordingly, we do not express any opinion 
with respect to the Bonds except as set forth above. 

Our opinion represents our legal judgment based upon our review of the law and the facts 
that we deem relevant to render such opinion and is not a guarantee of a result. This opinion is 
given as of the date hereof and we assume no obligation to review or supplement this opinion to 
reflect any facts or circumstances that may hereafter come to our attention or any changes in law 
that may hereafter occur. 

We express no opinion herein as to the investment quality of the Bonds or the adequacy, 
accuracy or completeness of any information furnished to any person in connection with any 
offer or sale of the Bonds. 

Respectfully submitted, 

STOLL, KEENON OGDEN PLLC 



APPENDIX C 

Commerzbank AG, New York Branch 

Commerzbank Aktiengesellschaft (“Commerzbank” or the “Bank”) is a major German 
private-sector bank. Its products and services for retail and corporate customers extend to all 
aspects of banking. The Bank is also active in specialized fields - partially covered by its 
subsidiaries - such as mortgage banking and real-estate business, leasing and asset management. 
Its services are concentrated on managing customers’ accounts and handling payment 
transactions, loan, savings and investment plans, and also on securities transactions. Additional 
financial services are offered within the framework of the Bank’s “bancassurance” strategy of 
cooperating with leading companies in finance-related sectors, including home loan savings 
schemes and insurance products. The Commerzbank Group’s operating business has been 
categorized into six segments: Private and Business Customers, Mittelstandsbank, Central & 
Eastern Europe, Corporates & Markets, Commercial Real Estate as well as Public Finance and 
Treasury. On August 3 1, 2008, Commerzbank announced that Commerzbank and Allianz SE 
have agreed upon the sale of 100% of Dresdner Bank AG to Commerzbank. The transaction will 
occur in two steps and is expected to be completed by the end of 2009, subject to regulatory and 
ant itrust approvals. 

As of September 30, 2008, the Commerzbank Group had total assets of approximately 
595.6 billion euros and total shareholders’ equity of approximately $15.257 billion euros. The 
shares of Commerzbank are fully paid-up and are in bearer form. They are listed on all seven 
German stock exchanges as well as on the London Stock Exchange and the Swiss Exchange 
based in Zurich. There is also a sponsored-ADR program in the USA. 

In the Federal Republic of Germany (“Germany”), Commerzbank manages a nationwide 
branch network covering all customer segments from its headquarters in Frankfurt am Main. 
Abroad, Commerzbank has branches, representative offices and key subsidiaries in 
approximately 50 countries. 

Commerzbank conducts extensive banking business in the lJnited States, concentrating 
primarily in corporate lending, letter of credit and bankers’ acceptance facilities, syndicated loan 
transactions and treasury operations including foreign exchange transactions. Commerzbank has 
branches in New York, Chicago and Los Angeles and has an agency office in Atlanta. 

For further information on the Commerzbank Group, a copy of Commerzbank’s annual 
report can be obtained by contacting Ms. Karin Rapaglia at 2 World Financial Center, New 
York, New York 1028 1. 

Commerzbank is authorized to conduct general banking business and to provide financial 
services under and, subject to the requirements set forth in, the German Banking Act 
(Kreditwesengesetz). The Bank is subject to comprehensive regulation and supervision by the 
German Financial Services Supervisory Authority (Bundesanstalt fur 
Finanzdienstleistungsaufsicht) and by the German central bank (Deutsche Bundesbank). The 
European Central Bank regulates Commerzbank in relation to minimum reserves on deposits. In 
addition, Commerzbank is subject to regulation by the countries in which it operates. 

c-1 



The New York Branch of Commerzbank is licensed by the Superintendent of Banks of 
the State of New York. It is subject to the banking laws of the State of New York and is 
examined annually by the New York State Banking Department. Commerzbank’s branches in 
Chicago and Los Angeles are subject to similar regulation by the states in which they operate. In 
addition to being subject to state laws and regulations, Commerzbank is alsa subject to federal 
regulation under the International Banking Act, as amended, (the “IBA”) and, through the IBA, 
the Bank Holding Company Act, as amended, (the “BHCA”). In this regard, the Commerzbank 
IJS. branches and the Atlanta Agency are also examined annually by the Federal Reserve Banks 
in the states in which they are located. 
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Kentucky Utilities Company 
Case No. 2009-00548 

Historical Test Period Filing Requirements 

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

Sponsoring Witness: S. Bradford Rives 

Description of Filing Requirement: 

Annual report to shareholders, or members, and statistical supplements covering the two (2) 
most recent years,from the utility’s application Jiling date. 

Response: 

There are no annual reports to shareholders or members during the period referenced. KU 
does not publish a statistical supplement. 

Federal securities rules generally require the delivery of annual reports to public shareholders 
when requesting their vote via certain proxy solicitations. During the period in question, the 
common stock of KIT has been wholly-owned by E.ON U.S. LLC and no proxy solicitations 
occurred with respect to KU’s former preferred stock (which preferred stock was ultimately 
redeemed in October 2005.) 

(Copies of the audited annual financial statements and other financial information of KU 
relating to the period described are provided in Filing Requirement 807 KAR 5901 Section 
10(6)(s), [Tab No. 381.) 
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