
ISDA~ 
MASTER AGREEMENT 

December 12, 1997 d.tced JS o( .................................... .. 

Morgan Stanley Capital Services Inc. ...................... ················································ ..... Louisville Gas and Electric Compan 
and .................................................................................. · · 

h;ive entered and/or anticipate cnterin& into one or more trans.actions (each a "1'ransactlon") tbat arc or will 
be governed by this Ma.1cer Agrecmen~ wbicb includes the schedule rthe -schedule"), and tbe documenlS 
:ind other confirming evidence Ceacb a -conflnnati.on'"l exchanged bctwcco tbe pasties confirming chose 
Transactions. 

Accordingly. the parties agree as follows:-

!. lnt•rpr•tatlon 

!al Dejini1io1r1. The lenns defined in Section 14 and in the Schedule will bave tbe meanings Lbercill 
specified ror the PU<J>OSC or this Master Agreement. 

!bl ltrcansistenq. In the cvi:nl o( any inconsistency between the provisions a( the Schedule and tbe 
otber provisions o( this Master Agreement Ille Schedule will prevail, In tbe event of any incoosistency 
between the provisions o( any Confirmacion and this Master Agreement (iocluding the Scbedulel. sucb 
Contlrmac1on will prevail for tho purpose of tho relevant Transaction. 

!cl Singl• Agrttm.nt. All Ttansactions arc enu:red into in reliance on tho fact that this Master 
Agreement and all Con(llll\3tions form a single agreement between the pasties !collectively referred to a.s 
this -Agreemenl"l. and I.he pat1ies would not otherwise enter into any Transactions. 

l. Obli1t2tions 

(~l Gen•ra/ Conditions, 

Cil ~ch pany will make each payment or delivery specified In each Connt111aUon co be made by 
it. suhject 10 the otbcr provisions or this Agreement. 

Iii l P~ymcncs under I.his Agreement will be made on the due date (or value on that date io lbe place 
of the account specified in tbe relevan1 Conrcnnation or otherwise pursuant co this Acrecment. in 
freely transferable funds and in the manner customary for payments in Ille required currency. Where 
settlement is by delivery !!bat is, ocher than by payment), such delivery will be made for rc<:cipc on 
the due date in tbe manner customasy (or the relevant obligalioo unless otherwise specified in the 
relevant Confirmation or elsewhere in this Agreement. 

Ciiil Eacb obligation of each pany under Scetion :?<al(i) is subject lO (I) the condition precedent 
that no Event o( Derault or Poceatial Event of Ocfaulc with respect to the otller pat1y b:u 0<currcd 
and is continuins. !21 the condition precedent that no Early Termination Dace In respect or the 
relevant Transac1ioo b:u occurred or been efrectivcly designated and (3) each ocher appricable 
condilion precedent specified In tllis Agreement. 



(b) Change of Account. Either party may change its account for receiving a payment or delivery by 
giving notice to the other party at least five Local Business Days prior to the scheduled date for the payment 
or delivery to which such change applies unless such other party gives timely notice of a reasonable objection . 
to such change. 

(c) Netting. If on any date amounts would otherwise be payable:-

(i) in the same currency; and 

(ii) in respect of the same Transaction, 

by each party to the other, then, on such date, each party's obligation to make payment of any such amount 
will be automatically satisfied and discharged and, if the aggregate amount that would otherwise have been 
payable by one party exceeds the aggregate amount that would otherwise have been payable by the other 
party, replaced by an obligation upon the party by whom the larger aggregate amount would have been 
payable to pay to the other party the excess of the larger aggregate amount over the smaller aggregate amount. 

The parties may elect in respect of two or more Transactions that a net amount will be determined in respect 
of all amounts payable on the same date in the same currency in respect of such Transactions, regardless of 
whether such amounts are payable in respect of the same Transaction. The election may be made in the 
Schedule or a Confirmation by specifying that subparagraph (ii) above will not apply to the Transactions 
identified as being subject to the election, together with the starting date (in which case subparagraph (ii) 
above will not, or will cease to, apply to such Transactions from such date). This election may be made 
separately for different groups of Transactions and will apply separately to each pairing of Offices through 
which the parties make and receive payments or deliveries. 

(d) Deduction or Withholding for Tax. 

(i) Gross-Up. All payments under this Agreement will be made without any deduction or 
withholding for or on account of any Tax unless ~uch deduction or withholding is required by any 
applicable law, as modified by the practice of any relevant governmental revenue authority, then in 
effect. If a party is so required to deduct or withhold, then that party ("X"J will:-

( 1) promptly notify the other party ("Y") of such requirement; 

(2) pay to the relevant authorities the full amount required to be deducted or withheld 
(including the full amount required to be deducted or withheld from any additional amount 
paid by X to Y under this Section 2(d)) promptly upon the earlier of determining that such 
deduction or withholding is required or receiving notice that such amount has been assessed 
against Y; 

(3) promptly forward to Y an official receipt (or a cenified copy), or other documentation 
reasonably acceptable to Y, evidencing such payment to such authorities; and 

(4) if such Tax is an Indemnifiable Tax, pay to Y, in addition to the payment to which Y is 
otherwise entitled under this Agreement, such additional amount as is necessary to ensure that 
the net amount actually received by Y (free and clear of lndemnifiable Taxes, whether assessed 
against X or Y) will equal the full amount Y would have received bad no such deduction or 
withholding been required. However, X will not be required to pay any additional amount to 
Y to the extent that it would not be required to be paid but for:-

(A) the failure by Y to comply with or perform any agreement contained in 
Section 4(a)(i), 4(a)(iii) or 4(d); or 

(BJ the failure of a representation made by Y pursuant to Section 3(0 to be accurate and 
true unless such failure would not have occurred but for([) any action taken by a taxing 
authority, or brought in a court of competent jurisdiction, on or after the date on which a 
Transaction is entered into (regardless of whether such action is taken or brought with 
respect to a party to this Agreement) or (II) a Change in Tax Law. 
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(ii) Liability. If:-

(!) X is required by any applicable law, as modified by the practice of any relevant 
governmental revenue authority, to make any deduction or withholding in respect of which X 
would not be required to pay an additional amount to Y under Section 2(d)(i)(4); 

(2) X does not so deduct or withhold; and 

(3) a liability resulting from such Tax is assessed directly against X, 

then, except to the extent Y has satisfied or then satisfies the liability resulting from such Tax, Y 
will promptly pay to X the amount of such liability (including any related liability for interest, but 
including any related liability for penalties only if Y has failed to comply with or perform any 
agreement contained in Section 4(a)(i), 4(a)(iii) or 4(d)). 

(e) Default Interest; Other Amounts. Prior to the occurrence or effective designation of an Early 
Termination Date in respect of the relevant Transaction, a party that defaults in the performance of any 
payment obligation will, to the extent permitted by law and subject to Section 6(c), be required to pay interest 
(before as well as after judgment) on the overdue amount to the other party on demand in the same currency 
as such overdue amount, for the period from (and including) the original due date for payment to (but 
excluding) the date of actual payment, at the Default Rate. Such interest will be calculated on the basis of 
daily compounding and the actual number of days elapsed. If, prior to the occurrence or effective designation 
of an Early Termination Date in respect of the relevant Transaction, a party defaults in the performance of 
any obligation required to be settled by delivery, it will compensate the other party on demand if and to the 
extent provided for in the relevant Confirmation or elsewhere in this Agreement. 

3. Representations 

Each party represents to the other party (which representations will be deemed to be repeated by each party 
on each date on which a Transaction is entered into and, in the case of the representations in Section 3(!), at 
all times until the termination of this Agreement) that:-

( a) Basic Representations. 

(i) Status. It is duly organised and validly existing under the laws of the jurisdiction of its 
organisation or incorporation and, if relevant under such laws, in good standing; 

(ii) Powers. It bas the power to execute this Agreement and any other documentation relating to 
this Agreement to which it is a party, to deliver this Agreement and any other documentation relating 
to this Agreement that it is required by this Agreement to deliver and to perform its obligations 
under this Agreement and any obligations it has under any Credit Support Document to which it is 
a party and bas taken all necessary action to authorise such execution, delivery and performance; 

(iii) No Violation or Conflict. Such execution, delivery and performance do not violate or conflict 
with any law applicable to it, any provision of its constitutional documents, any order or judgment 
of any court or other agency of government applicable to it or any of its assets or any contractual 
restriction binding on or affecting it or any of its assets; 

(iv) Consents. All governmental and other consents that are required to have been obtained by it 
with respect to this Agreement or any Credit Support Document to which it is a party have been 
obtained and are in full force and effect and all conditions of any such consents have been complied 
with; and 

(v) Obligations Binding. Its obligations under this Agreement and any Credit Support Document 
to whictl it is a party constitute its legal, valid and binding obligations, enforceable in accordance 
with their respective terms (subject to applicable bankruptcy, reorganisation, insolvency, 
moratorium or similar laws affecting creditors' rights generally and subject, as to enforceability, to 
equitable principles of general application (regardless of whether enforcement is sought in a 
proceeding in equity or at law)). 
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(b) Absence of Certain Events. No Event of Default or Potentiitl Event of Default or, to its knowledge, 
Termination Event with respect to it has occurred and is continuing and no such event or circumstance would 
occur as a result of its entering into or performing its obligations under this Agreement or any Credit Support 
Document to which it is a party. 

(c) Absence of Litigation. There is not pending or, to its knowledge, threatened against it or any of its 
Affiliates any action, suit or proceeding at law or in equity or before any court, tribunal, governmental body, 
agency or official or any arbitrator that is likely to affect the legality, validity or enforceability against it of 
this Agreement or any Credit Support Document to which it is a party or its ability to perform its obligations 
under this Agreement or such Credit Support Document. 

(d) Accuracy of Specified Information. All applicable information that is furnished in writing by or on 
behalf of it to the other party and is identified for the purpose of this Section 3(d) in the Schedule is, as of 
the date of the information, true, accurate and complete in every material respect. 

(e) Payer Tax Representation. Each representation specified in the Schedule as being made by it for 
the purpose of this Section 3(e) is accurate and true. 

(f) Payee Tax Representations. Each representation specified in the Schedule as being made by it for 
the purpose of this Section 3(f) is accurate and true. 

4. Agreements 

Each party agrees with the other that, so long as either party bas or may have any obligation under this 
Agreement or under any Credit Support Document to which it is a party:-

( a) Furnish Specified Information. It will deliver to the other party or, in certain cases under 
subparagraph (iii) below, to such government or taxing authority as the other party reasonably directs:-

(i) any forms, documents or certificates relating to taxation specified in the Schedule or any 
Confirmation; 

(ii) any other documents specified in the Schedule or any Confirmation; and 

(iii) upon reasonable demand by such other party, any form or document that may be required or 
reasonably requested in writing in order to allow such other party or its Credit Support Provider to 
make a payment under this Agreement or any applicable Credit Support Document without any 
deduction or withholding for or on account of any Tax or with such deduction or withholding at a 
reduced rate (so long as the completion, execution or submission of such form or document would 
not materially prejudice the legal or commercial position of the party in receipt of such demand). 
with any such form or document to be accurate and completed in a manner reasonably satisfactory 
to such other party and to be executed and to be delivered with any reasonably required certification, 

in each case by the date specified in the Schedule or such Confirmation or, if none is specified, as soon as 
reasonably practicable. 

(b) Maintain Authorisations. It will use all reasonable efforts to maintain in full force and effect all 
consents of any governmental or other authority that are required to be obtained by it with respect to this 
Agreement or any Credit Support Document to which it is a party and will use all reasonable efforts to obtain 
any that may become necessary in the future. 

(c) Comply with Laws. It will comply in all material respects with all applicable laws and orders to 
which it may be subject if failure so to comply would materially impair its ability to perform its obligations 
under this Agreement or any Credit Support Document to which it is a party. 

(d) Tax Agreement. It will give notice of any failure of a representation made by it under Section 3(0 
to be accurate and true promptly upon leamir.•i of such failure. 

(e) Payment of Stamp Tax. Subject to Section 11, it will pay any Stamp Tax levied or imposed upon 
it or in respect ofits execution or performance of this Agreement by a jurisdiction in which it is incorporated, 
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organised, managed and controlled, or considered to have its seat, or in which a branch or office through 
which it is acting for the purpose of this Agreement is located ("Stamp Tax Jurisdiction") and will indemnify 
the other party against any Stamp Tax levied or imposed upon the other party or in respect of the other party's 
execution or performance of this Agreement by any such Stamp Tax Jurisdiction which is not also a Stamp 
Tax Jurisdiction with respect to the other party. 

5. Events of Default and Termination Events 

(a) Events of Default. The occurrence at any time with respect to a party or, if applicable, any Credit 
Support Provider of such party or any Specified Entity of such party of any of the following events constitutes 
an event of default (an "Event of Default") with respect to such party:-

(i) Failure to Pay or Deliver. Failure by the party to make, when due, any payment under this 
Agreement or delivery under Section 2(a)(i) or 2(e) required to be made by it if such failure is not 
remedied on or before the third Local Business Day afternotice of such failure is given to the party; 

(ii) Breach of Agreement. Failure by the party to comply with or perform any agreement or 
obligation (other than an obligation to make any payment under this Agreement or delivery under 
Section 2(a)(i) or 2(e) or to give notice of a Termination Event or any agreement or obligation 
under Section 4(a)(i), 4(a)(iii) or 4(d)) to be complied with or performed by the party in accordance 
with this Agreement if such failure is not remedied on or before the thirtieth day after notice of 
such failure is given to the party; 

(iii) Credit Support Default. 

(!) Failure by the party or any Credit Support Provider of such party to comply with or 
perform any agreement or obligation to be complied with or performed by it in accordance 
with any Credit Suppon Document if such failure is continuing after any applicable grace 
period bas elapsed; 

(2) the expiration or termination of such Credit Support Document or the failing or ceasing 
of such Credit Support Document to be in full force and effect for the purpose of this Agreement 
(in either case other than in accordance with its terms) prior to the satisfaction of all obligations 
of such party under each Transaction to which such Credit Support Document relates without 
the written consent of the other party; or 

(3) the party or such Credit Support Provider disaffirms, disclaims, repudiates or rejects, in 
whole or in part, or challenges the validity of, such Credit Suppon Document; 

(iv) Misrepresentation. A representation (other than a representation under Section 3(e) or (f)) 
made or repeated or deemed to have been made or repeated by the party or any Credit Support 
Provider of such party in this Agreement or any Credit Support Document proves to have been 
incorrect or misleading in any material respect when made or repeated or deemed to have been made 
or repeated; 

(v) Default under Specified Transaction. The party, any Credit Support Provider of such party or 
any applicable Specified Entity of such party ( l) defaults under a Specified Transaction and, after 
giving effect to any applicable notice requirement or grace period, there occurs a liquidation of, an 
acceleration of obligations under, or an early termination of, that Specified Transaction, (2) defaults, 
after giving effect to any applicable notice requirement or grace period, in making any payment or 
delivery due on the last payment, delivery or exchange date of, or any payment on early termination 
of, a Specified Transaction (or such default continues for at least three Local Business Days if there 
is no applicable notice requirement or grace period) or (3) disaffll111s, disclaims, repudiates or 
rejects, in whole or in part, a Specified Transaction (or such action is taken by any person or entity 
appointed or empowered to operate it or act on its behalf); 

(vi) Cross Default. If "Cross Default" is specified in the Schedule as applying to the party, the 
occurrence or existence of (!)a default, event of default or other similar condition or event (however 
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described) in respect of such party, any Credit Support Provider of such party or any applicable 
Specified Entity of such party under one or more agreements or instruments relating to Specified 
Indebtedness of any of them (individually or collectively) in an aggregate amount of not less than 
the applicable Threshold Amount (as specified in the Schedule) which has resulted in such Specified 
Indebtedness becoming, or becoming capable at such time of being declared, due and payable under 
such agreements or instruments, before it would otherwise have been due and payable or (2) a default 
by such party, such Credit Support Provider or such Specified Entity (individually or collectively) 
in making one or more payments on the due date thereof in an aggregate amount of not less than the 
applicable Threshold Amount under such agreements or instruments (after giving effect to any 
applicable notice requirement or grace period); 

(vii) Bankruptcy. The party, any Credit Support Provider of such party or any applicable Specified 
Entity of such party:-

(!) is dissolved (other than pursuant to a consolidation, amalgamation or merger); (2) becomes 
insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay 
its debts as they become due; (3) makes a general assignment, arrangement or composition 
with or for the benefit of its creditors; (4) institutes or has instituted against it a proceeding 
seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or 
insolvency law or other similar la iv affecting creditors' rights, or a petition is presented for its 
winding-up or liquidation, and, in the case of any such proceeding or petition instituted or 
presented against it, such proceeding or petition (A) results in a judgment of insolvency or 
bankruptcy or the entry of an order for relief or the making of an order for its winding-up or 
liquidation or (B) is not dismissed, discharged, stayed or restrained in each case within 30 days 
of the institution or presentation thereof; (5) bas a resolution passed for its winding-up, official 
management or liquidation (other than pursuant to a consolidation, amalgamation or merger); 
(6) seeks or becomes subject to the appointment of an administrator, provisional liquidator, 
conservator, receiver, trustee, custodian or other similar official for it or for all or substantially 
all its assets; (7) bas a secured party take possession of all or substantially all its assets or has 
a distress, execution, attachment, sequestration or other legal process levied, enforced or sued 
on or against all or substantially all its assets and such secured party maintains possession, or 
any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days 
thereafter; (8) causes or is subject to any event with respect to it which, under the applicable 
laws of any jurisdiction, has an analogous effect to any of the events specified in clauses (l) 
to (7) (inclusive); or (9) takes any action in furtherance of, or indicating its consent to, approval 
of, or acquiescence in, any of the foregoing acts; or 

(viii) Merger Without Assumption. The party or any Credit Support Provider of such party 
consolidates or amalgamates with, or merges with or into, or transfers all or substantially all its assets 
to, another entity and, at the time of such consolidation, amalgamation, merger or transfer:-

( I) the resulting, surviving or transferee entity fails to assume all the obligations of such party 
or such Credit Support Provider under this Agreement or any Credit Support Document to 
which it or its predecessor was a party by operation of law or pursuant to an agreement 
reasonably satisfactory to the other party to this Agreement; or 

(2) the benefits of any Credit Support Document fail to extend (without the consent of the 
other party) to the performance by such resulting, surviving or transferee entity of its 
obligations under this Agreement. 

(b) Termination Events. The occurrence at any time with respect to a party or, if applicable, any Credit 
Support Provider of such party or any Specified Entity of such party of any event specified below constitutes 
an Illegality if the event is specified in (i) below, a Tax Event if the event is specified in (ii) below or a Tax 
Event Upon Merger if the event is specified in (iii) below, and, if specified to be applicable, a Credit Event 
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Upon Merger if the event is specified pursuant to (iv) below or an Additional Tennination Event if the event 
is specified pursuant to (v) below:-

(i) I/legality. Due to the adoption of, or any change in, any applicable law after the date on which 
a Transaction is entered into, or due to the promulgation of, or any change in, the interpretation by 
any court, tribunal or regulatory authority with competent jurisdiction of any applicable law after 
such date, it becomes unlawful (other than as a result of a breach by the party of Section 4(b)) for 
such party (which will be the Affected Party):-

(!) to perfonn any absolute or contingent obligation to make a payment or delivery or to 
receive a payment or delivery in respect of such Transaction or to comply with any other 
material provision of this Agreement relating to such Transaction; or 

(2) to perfonn, or for any Credit Support Provider of such party to perfonn, any contingent 
or other obligation which the party (or such Credit Support Provider) has under any Credit 
Support Document relating to such Transaction; 

(ii) Tax Event. Due to (x) any action taken by a taxing authority, or brought in a court of competent 
jurisdiction, on or after the date on which a Transaction is entered into (regardless of whether such 
action is taken or brought with respect to a party to this Agreement) or (y) a Change in Tax Law, 
the party (which will be the Affected Party) will, or there is a substantial likelihood that it will, on 
the next succeeding Scheduled Payment Date(!) be required to pay to the other party an additional 
amount in respect of an lndemnifiable Tax under Section 2(d)(i)(4) (except in respect of interest 
under Section 2(e), 6(d)(ii) or 6(e)) or (2) receive a payment from which an amount is required to 
be deducted or withheld for or on account of a Tax (except in respect of interest under Section 2(e), 
6(d)(ii) or 6(e)) and no additional amount is required to be paid in respect of such Tax under 
Section 2(d)(i)(4) (other than by reason of Section 2(d)(i)(4)(A) or (B)); 

(iii) Tax Event Upon Merger. The party (the "Burdened Party") on the next succeeding Scheduled 
Payment Date will either(!) be required to pay an additional amount in respect of an Indemnifiable 
Tax under Section 2(d)(i)(4) (except in respect of interest under Section 2(e), 6(d)(ii) or 6(e)) or 
(2) receive a payment from which an amount has been deducted or withheld for or on account of 
any lndemnifiable Tax in respect of which the other party is not required to pay an additional amount 
(other than by reason of Section 2(d)(i)(4)(A) or (B)), in either case as a result of a party 
consolidating or amalgamating with, or merging with or into, or transferring all or substantially all 
its assets to, another entity (which will be the Affected Party) where such action does not constitute 
an event described in Section 5(a)(viii); 

(iv) Credit Event Upon Merger. If"CreditEvent Upon Merger" is specified in the Schedule as applying 
to the party, such party ("X"), any Credit Support Provider of X or any applicable Specified Entity of X 
consolidates or amalgamates with, or merges with or into, or transfers all or substantially all its assets 
to, another entity and such action does not constitute an event described in Section 5(a)(viil) but the 
creditworthiness of the resulting, surviving or transferee entity is materially weaker than that of X, such 
Credit Support Provider or such Specified Entity, as the case may be, immediately prior to such action 
(and, in such event, X or its successor or transferee, as appropriate, will be the Affected Party); or 

(v) Additional Termination Event. If any "Additional Termination Event" is specified in the 
Schedule or any Confirmation as applying, the occurrence of such event (and, in such event, the 
Affected Party or Affected Parties shall be as specified for such Additional Tennination Event in 
the Schedule or such Confirmation). 

(c) Event of Default and I/legality. If an event or circumstance which would otherwise constitute or 
give rise to an Event of Default also constitutes an Illegality, it will be treated as an Illegality and will not 
constitute an Event of Default. 
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6. Early Termination 

(a) Right to Terminate Following Event of Default. If at any time an Event of Default with respect to 
a party (the "Defaulting Party") bas occurred and is then continuing, the other party (the "Non-defaulting 
Party") may, by not more than 20 days notice to the Defaulting Party specifying the relevant Event of Default, 
designate a day not earlier than the day such notice is effective as an Early Termination Date in respect of 
all outstanding Transactions. If, however, "Automatic Early Termination" is specified in the Schedule as 
applying to a party, then an Early Termination Date in respect of all outstanding Transactions will occur 
immediately upon the occurrence with respect to such party of an Event of Default specified in 
Section 5(a)(vii)(l), (3), (5), (6) or, to the extent analogous thereto, (8), and as of the time immediately 
preceding the institution of the relevant proceeding or the presentation of the relevant petition upon the 
occurrence with respect to such party of an Event of Default specified in Section 5(a)(vii)(4) or, to the extent 
analogous thereto, (8). 

(b) Right to Terminate Following Termination Event. 

(i) Notice. If a Termination Event occurs, an Affected Party will, promptly upon becoming aware of 
it, notify the other party, specifying the nature of that Termination Event and each Affected Transaction 
and will also give such other information about that Termination Event as the other party may reasonably 
require. 

(ii) Transfer to Avoid Termination Event. If either an Illegality under Section S(b)(i)(l) or a Tax 
Event occurs and there is only one Affected Party, or if a Tax Event Upon Merger occurs and the 
Burdened Party is the Affected Party, the Affected Party will, as a condition to its right to designate 
an Early Termination Date under Section 6(b)(iv), use all reasonable efforts (which will not require 
such party to incur a loss, excluding immaterial, incidental expenses) to transfer within 20 days after 
it gives notice under Section 6(b)(i) all its rights and obligations under this Agreement in respect of 
the Affected Transactions to another of its Offices or Affiliates so that such Termination Event 
ceases to exist. 

If the Affected Party is not able to make such a transfer it will give notice to the other party to that 
effect within such 20 day period, whereupon the other party may effect such a transfer within 
30 days after the notice is given under Section 6(b)(i). 

Any such transfer by a party under this Section 6(b)(ii) will be subject to and conditional upon the 
prior written consent of the other party, which consent will not be withheld if such other party's 
policies in effect at such time would permit it to enter into transactions with the transferee on the 
terms proposed. 

(iii) Two Affected Parties. If an Illegality under Section S(b)(i)( I) or a Tax Event occurs and there 
are two Affected Parties, each party will use all reasonable efforts to reach agreement within 30 days 
after notice thereof is given under Section 6(b)(i) on action to avoid that Termination Event. 

(iv) Right to Terminate. If:-

(1) a transfer under Section 6(b)(ii) or an agreement under Section 6(b)(iii), as the case may 
be, bas not been effected with respect to all Affected Transactions within 30 days after an 
Affected Party gives notice under Section 6(b)(i); or 

(2) an Illegality under Section 5(b)(i)(2), a Credit Event Upon Merger or an Additional 
Termination Event occurs, or a Tax Event Upon Merger occurs and the Burdened Party is not 
the Affected Party, 

either party in the case of an Illegality, the Burdened Party in the case of a Tax Event Upon Merger, 
any Affected Party in the case of a Tax Event or an Additional Termination Event if there is more 
than one Affected Party, or the party which is not the Affected Party in the case of a Credit Event 
Upon Merger or an Additional Termination Event if there is only one Affected Party may, by not 
more than 20 days notice to the other party and provided that the relevant Termination Event is then 
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continuing, designate a day not earlier than the day such notice is effective as an Early Termination 
Date in respect of all Affected Transactions. 

(c) Effect of Designation. 

(i) If notice designating an Early Termination Date is given under Section 6(a) or (b), the Early 
Termination Date will occur on the date so designated, whether or not the relevant Event of Default 
or Termination Event is then continuing. 

(ii) Upon the occurrence or effective designation of an Early Termination Date, no further 
payments or deliveries under Section 2(a)(i) or 2(e) in respect of the Terminated Transactions will 
be required to be made, but without prejudice to the other provisions of this Agreement. The amount, 
if any, payable in respect of an Early Termination Date shall be determined pursuant to Section 6(e). 

(d) Calculations. 

(i) Statement. On or as soon as reasonably practicable following the occurrence of an Early 
Termination Date, each party will make the calculations on its part, if any, contemplated by Section 6(e) 
and will provide to the other party a statement (I) showing, in reasonable detail, such calculations 
(including aU relevant quotations and specifying any amount payable under Section 6(e)) and (2) giving 
details of the relevant account to which any amount payable to it is to be paid. In the absence of written 
confirmation from the source of a quotation obtained in determining a Market Quotation, the records of 
the party obtaining such quotation will be conclusive evidence of the existence and accuracy of such 
quotation. 

(ii) Payment Date. An amount calculated as being due in respect of any Early Termination Date 
under Section 6(e) will be payable on the day that notice of the amount payable is effective (in the 
case of an Early Termination Date which is designated or occurs as a result of an Event of Default) 
and on the day which is two Local Business Days after the day on which notice of the amount payable 
is effective (in the case of an Early Termination Date which is designated as a result of a Termination 
Event). Such amount will be paid together with (to the extent permitted under applicable law) 
interest thereon (before as well as after judgment) in the Termination Currency, from (and including) 
the relevant Early Termination Date to (but excluding) the date such amount is paid, at the 
Applicable Rate. Such interest will be calculated on the basis of daily compounding and the actual 
number of days elapsed. 

(e) Payments on Early Termination. If an Early Termination Date occurs, the following provisions 
shall apply based on the parties' election in the Schedule of a payment measure, either "Market Quotation" 
or "Loss", and a payment method, either the "First Method" or the "Second Method". If the parties fail to 
designate a payment measure or payment method in the Schedule, it will be deemed that "Market Quotation" 
or the "Second Method'', as the case may be, shall apply. The amount, if any, payable in respect of an Early 
Termination Date and determined pursuant to·this Section will be subject to any Set-off. 

(i) Events of Default. If the Early Termination Date results from an Event of Default:-

( I) First Method and Marker Quotation. If the First Method and Market Quotation apply, the 
Defaulting Party will pay to the Non-defaulting Party the excess, if a positive number, of (A) the 
sum of the Settlement Amount (determined by the Non-defaulting Party) in respect of the 
Terminated Transactions and the Termination Currency Equivalent of the Unpaid Amounts owing 
to the Non-defaulting Party over (B) the Termination Currency Equivalent of the Unpaid Amounts 
owing to the Defaulting Party. 

(2) First Method and Loss. If the First Method and Loss apply, the Defaulting Party will pay 
to the Non-defaulting Party, if a positive number, the Non-defaulting Party's Loss in respect 
of this Agreement. 

(3) Second Method and Marker Quotation. If the Second Method and Market Quotation apply, 
an amount will be payable equal to (A) the sum of the Settlement Amount (determined by the 
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Non-defaulting Party) in respect of the Terminated Transactions and the Termination Currency 
Equivalent of the Unpaid Amounts owing to the Non-defaulting Party less (B) the Termination 
Currency Equivalent of the Unpaid Amounts owing to the Defaulting Party. If that amount is 
a positive number, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative 
number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting 
Party. 

(4) Seco11d Method 011d loss. If the Second Method and Loss apply, an amount will be payable 
equal to the Non-defaulting Party's Loss in respect of this Agreement. If that amount is a 
positive number, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative 
number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting 
Party. 

(ii) Termination Events. If the Early Termination Date results from a Termination Event:-

( 1) 011e Affected Party. If there is one Affected Party, the amount payable will be determined 
in accordance with Section 6(e)(i)(3), if Market Quotation applies, or Section 6(e)(i)(4), if Loss 
applies, except that, in either case, references to the Defaulting Party and to the Non-defaulting 
Party will be deemed to be references to the Affected Party and the party which is not the 
Affected Party, respectively, and, if Loss applies and fewer than all the Transactions are being 
terminated, Loss shall be calculated in respect of all Terminated Transactions. 

(2) Two Affected Parties. If there are two Affected Parties:-

(A) if Market Quotation applies, each party will determine a Settlement Amount in 
respect of the Terminated Transactions, and an amount will be payable equal to (I) the 
sum of (al one-half of the difference between the Settlement Amount of the party with 
the higher Settlement Amount ("X") and the Settlement Amount of the party with the 
lower Settlement Amount ("Y") and (b) the Termination Currency Equivalent of the 
Unpaid Amounts owing to X less (II) the Termination Currency Equivalent of the Unpaid 
Amounts owing to Y; and 

(Bl if Loss applies, each party will determine its Loss in respect of this Agreement (or, 
if fewer than all the Transactions are being terminated, in respect of all Terminated 
Transactions) and an amount will be payable equal to one-half of the difference between 
the Loss of the party with the higher Loss ("X") and the Loss of the party with the lower 
Loss ("Y"), 

If the amount payable is a positive number, Y will pay it to X; if it is a negative number, X 
will pay the absolute value of that amount to Y. 

(iii) Adjustment for Bankruptcy. In circumstances where an Early Termination Date occurs 
because "Automatic Early Terrninatio.n" applies in respect of a party, the amount determined under 
this Section 6(e) will be subject to such adjustments as are appropriate and permitted by law to 
reflect any payments or deliveries made by one party to the other under this Agreement (and retained 
by such other party) during the period from the relevant Early Termination Date to the date for 
payment determined under Section 6(d)(ii). 

(iv) Pre-Estimate. The parties agree that if Market Quotation applies an amount recoverable under 
this Section 6(e) is a reasonable pre-estimate of loss and not a penalty. Such amount is payable for 
the loss of bargain and the loss of protection against future risks and except as otherwise provided 
in this Agreement neither party will be entitled to recover any additional damages as a consequence 
of such losses. 
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7. Transfer ~ !v - ~ 
/ 

Subject to Section 6(b)Oi), neither this Agreement nor any interes~or obligation in or under this Agreement 
may be transferred (whether by way of security orotherwise) by either party without the prior written consent 
of the other party, except that:-

(a) a party may make such a transfer of this Agreemen,t pursuant to a consolidation or amalgamation 
with, or merger with or into, or transfer of all or substantially all its assets to, another entity (but without 
prejudice to any other right or remedy under this Agreeme1)b; and 

(b) a party may make such a transfer of all or any part of its interest in any amount payable to it from 
a Defaulting Party under Section 6(e). 

Any purported transfer that is not in compliance with this Section will be void. 

8. Contractual Currency 

(a) Payment in the Contractual Currency. Each payment under this Agreement will be made in the 
relevant currency specified in this Agreement for that payment (the "Contractual Currency"). To the extent 
permitted by applicable law, any obligation to make payments under this Agreement in the Contractual 
Currency will not be discharged or satisfied by any tender in any currency other than the Contractual 
Currency, except to the extent such tender results in the actual receipt by the party to which payment is owed, 
acting in a reasonable manner and in good faith in converting the currency so tendered into the Contractual 
Currency, of the full amount in the Contractual Currency of all amounts payable in respect of this Agreement. 
If for any reason the amount in the Contractual Currency so received falls short of the amount in the 
Contractual Currency payable in respect of this Agreement, the party required to make the payment will, to 
the extent permitted by applicable law, immediately pay such additional amount in the Contractual Currency 
as may be necessary to compensate for the shortfall. If for any reason the amount in the Contractual Currency 
so received exceeds the amount in the Contractual Currency payable in respect of this Agreement, the party 
receiving the payment will refund promptly the amount of such excess. 

(b) Judgments. To the extent permitted by applicable law, if any judgment or order expressed in a 
currency other than the Contractual Currency is rendered (i) for the payment of any amount owing in respect 
of this Agreement, (ii) for the payment of any amount relating to any early termination in respect of this 
Agreement or (iii) in respect of a judgment or order of another court for the payment of any amount described 
in (i) or (ii) above, the party seeking recovery, after recovery in full of the aggregate amount to which such 
party is entitled pursuant to the judgment or order, will be entitled to receive immediately from the other 
party the amount of any shortfall of the Contractual Currency received by such party as a consequence of 
sums paid in such other currency and will refund promptly to the other party any excess of the Contractual 
Currency received by such party as a consequence of sums paid in such other currency if such shortfall or 
such excess arises or results from any variation between the rate of exchange at which the Contractual 
Currency is converted into the currency of the judgment or order for the purposes of such judgment or order 
and the rate of exchange at which such party is able, acting in a reasonable manner and in good faith in 
converting the currency received into the Contractual Currency, to purchase the Contractual Currency with 
the amount of the currency of the judgment or order actually received by such party. The term "rate of 
exchange" includes, without limitation, any premiums and costs of exchange payable in connection with the 
purchase of or conversion into the Contractual Currency. 

(cl Separate Indemnities. To the extent permitted by applicable law, these indemnities constitute 
separate and independent obligations from the other obligations in this Agreement, will be enforceable as 
separate and independent causes of action, will apply notwithstanding any indulgence granted by the party 
to which any payment is owed and will not be affected by judgment being obtained or claim or proof being 
made for any other sums payable in respect of this Agreement. 

(d) Evidence of Loss. For the purpose of this Section 8, it will be sufficient for a party to demonstrate 
that it would have suffered a loss bad an actual exchange or purchase been made. 
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9. Miscellaneous 

(a) Entire Agreement. This Agreement constitutes the entire agreement and understanding of the parties 
with respect to its subject matter and supersedes all oral communication and prior writings with respect 
thereto. 

(b) Amendments, No amendment, modification or waiver in respect of this Agreement will be effective 
unless in writing (including a writing evidenced by a facsimile transmission) and executed by each of the 
pnrties or confirmed by an exchange of telexes or electronic messages on an electronic messaging system. 

(c) Survival of Obligations. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the obligations of the 
pnrties under this Agreement will survive the termination of any Transaction. 

(d) Remedies Cumulative. Except as provided in this Agreement, the rights, powers, remedies and 
privileges provided in this Agreement rue cumulative and not exclusive of any rights, powers, remedies 
and privileges provided by law. 

(e) Counterparts and Confirmations. 

(i) This Agreement (and each amendment, modification and waiver in respect of it) may be 
executed and delivered in counterparts (including by facsimile transmission), each of which will be 
deemed an original. 

(ii) The parties intend that they are legally bound by the terms of each Transaction from the moment 
they agree to those terms (whether orally or otherwise). A Confirmation shall be entered into as 
soon as practicable and may be executed and delivered in counterparts (including by facsimile 
transmission) or be created by an exchange of telexes or by an exchange of electronic messages on 
an electronic messaging system, which in each case will be sufficient for all purposes to evidence 
a binding supplement to this Agreement. The parties will specify therein or through another effective 
means that any such counterpart, telex or electronic message constitutes a Confirmation. 

(f) No Waiver of Rights. A failure or delay in exercising any right, power or privilege in respect of this 
Agreement will not be presumed to operate as a waiver, and a single or partial exercise of any right, power 
or privilege will not be presumed to preclude any subsequent or further exercise, of that right, power or 
privilege or the exercise of any other right, power or privilege. 

(g) Headings. The headings used in this Agreement are for convenience of reference only and are not 
to affect the construction of or to be taken into consideration in interpreting this Agreement. 

10. Offices; Multibranch Parties 

(a) If Section IO(a) is specified in the Schedule as applying, each party that enters into a Transaction 
through an Office other than its head or home office represents to the other party that, notwithstanding the 
place of booking office or jurisdiction of incorporation or organisation of such party, the obligations of such 
party are the same as if it had entered into the Transaction through its head or home office. This representation 
will be deemed to be repeated by such party on each date on w·hich a Transaction is entered into. 

(b) Neither party may change the Office through which it makes and receives payments or deliveries 
for the purpose of a Transaction without the prior written consent of the other party. 

(c) If a party is specified as a Multibranch Party in the Schedule, such Multibrancb Party may make 
and receive payments or deliveries under any Transaction through any Office listed in the Schedule, and the 
Office through which it makes and receives payments or deliveries with respect to a Transaction will be 
specified in the relevant Confirmation. 

11. Expenses 

A Defaulting Party will, on demand, indemnify and hold harmless the other party for and against all 
reasonable out-of-pocket expenses, including legal fees and Stamp Tax, incurred by such other party by 
reason of the enforcement and protection of its rights under this Agreement or any Credit Support Document 
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to which the Defaulting Pany is a party or by reason of the early termination of any Transaction, including, 
but not limited to, costs of collection. 

12. Notices 

(a) Effectiveness. Any notice or other communication in respect of this Agreement may be given in any 
manner set forth below (except that a notice or other communication under Section 5 or 6 may not be given 
by facsimile transmission or electronic messaging system) to the address or number or in accordance with 
the electronic messaging system details provided (see the Schedule) and will be deemed effective as 
indicated:-

(i) if in writing and delivered in person or by courier, on the date it is delivered; 

(ii) if sent by telex, on the date the recipient's answerback is received; 

(iii) if sent by facsimile transmission, on the date that transmission is received by a responsible 
employee of the recipient in legible form (it being agreed that the burden of proving receipt will be 
on the sender and will not be met by a transmission report generated by the sender's facsimile 
machine); 

(iv) if sent by certified or registered mail (airmail, if overseas) or the equivalent (return receipt 
requested), on the date that mail is delivered or its delivery is attempted; or 

(v) if sent by electronic messaging system, on the date that electronic message is received, 

unless the date of that delivery (or attempted delivery) or that receip~ as applicable, is not a Local Business 
Day or that communication is delivered (or attempted) or received, as applicable, after the close of business 
on a Local Business Day, in which case that communication shall be deemed given and effective on the first 
following day that is a Local Business Day. 

(b) Change of Addresses. Either party may by notice to the other change the address, telex or facsimile 
number or electronic messaging system details at which notices or other communications are to be given to 
it. 

13. Governing Law and Jurisdiction 

(a) Governing Law. This Agreement will be governed by and construed in accordance with the law 
specified in the Schedule. 

(b) Jurisdiction. With respect to any sui~ action or proceedings relating to this Agreement 
("Proceedings"), each party irrevocably:-

(i) submits to the jurisdiction of the English courts, if this Agreement is expressed to be governed 
by English law, or to the non-exclusive jurisdiction of the courts of the State of New York and the 
United States District Court located. in the Borough of Manhattan in New York City, if this 
Agreement is expressed to be governed by the laws of the State of New York; and 

(ii) waives any objection which it may have at any time to the laying of venue of any Proceedings 
brought in any such court, waives any claim that such Proceedings have been brought in an 
inconvenient fo.rum and further waives the right to objec~ with respect to such Proceedings, that 
such court does not have any jurisdiction over such party. 

Nothing in this Agreement precludes either party from bringing Proceedings in any other jurisdiction 
(outside, if this Agreement is expressed to be governed by English law, the Contracting States, as defined 
in Section 1(3) of the Civil Jurisdiction and Judgments Act 1982 or any modification, extension or 
re-enactment the.reof for the time being in force) nor will the bringing of Proceedings in any one or more 
jurisdictions preclude the bringing of Proceedings in any other jurisdiction. 

(c) Service of Process. Each party irrevocably appoints the Process Agent (if any) specified opposite 
its name in the Schedule to receive, for it and on its behalf, service of process in any Proceedings. If for any 
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reason any party's Process Agent is unable to act as such, such party will promptly notify the other party 
and within 30 days appoint a substitute process agent acceptable to the other party. The parties irrevocably 
consent to service of process given in the manner provided for notices in Section 12. Nothing in this 
Agreement will affect the right of either·party to serve process in any other manner permitted by law. 

(d) Waiver of Immunities. Each party irrevocably waives, to the fullest extent permitted by applicable 
law, with respect to itself and its revenues and assets (irrespective of their use or intended use), all immunity 
on the grounds of sovereignty or other similar grounds from (i) suit, (ii) jurisdiction of any court, (iii) relief 
by way of injunction, order for specific performance or for recovery of property, (iv) attachment of its assets 
(whether before or after judgment) and (v) execution or enforcement of any judgment to which it or its 
revenues or assets might otherwise be entitled in any Proceedings in the courts of any jurisdiction and 
irrevocably agrees, to the extent permitted by applicable law, that it will not claim any such immunity in any 
Proceedings. 

14. Definitions 

As used in this Agreement:-

"Additional Termination Event" has the meaning specified in Section 5(b). 

"Affected Party" has the meaning specified in Section 5(b). 

"Affected Transactions" means (a) with respect to any Termination Event consisting of an Illegality, Tax 
Event or Tax Event Upon Merger, all Transactions affected by the occurrence of such Termination Event 
and (b) with respect to any other Termination Event, all Transactions. 

"Affiliate" means, subject to the Schedule, in relation to any person, any entity controlled, directly or 
indirectly, by the person, any entity that controls, directly or indirectly, the person or any entity directly or 
indirectly under common control with the person. For this purpose, "control" of any entity or person means 
ownership of a majority of the voting power of the entity or person. 

"Applicable Rate" means:-

(a) in respect of obligations payable or deliverable (or which would have been but for Section 2(a)(iii)) 
by a Defaulting Party, the Default Rate; 

(b) in respect of an obligation to pay an amount under Section 6(e) of either party from and after the date 
(determined in accordance with Section 6(d)(ii)) on which. that amount is payable, the Default Rate; 

<cl in respect of all other obligations payable or deliverable (or which would have been but for 
Section 2(a)(iii)) by a Non-defaulting Party, the Non-default Rate; and 

(d) in all other cases, the Termination Rate. 

"Burdened Party" has the meaning specified rn Section 5(b). 

"Change in Tax Law" means the enactment, promulgation, execution or ratification of, or any change in or 
amendment to, any law (or in the application or official interpretation of any law) that occurs on or after the 
date on which the relevant Transaction is entered into. 

"consent" includes a consent, approval, action, authorisation, exemption, notice, filing, registration or 
exchange control consent. 

"Credit Event Upon Merger" has the meaning specified in Section 5(b). 

"Credit Support Document" means any agreement or instrument that is specified as such in this Agreement. 

"Credit Support Provider" has the meaning specified in the Schedule. 

"Default Rate" means a rate per annum equal to the cost (without proof or evidence of any actual cost) to 
the relevant payee (as certified by it) if it were to fund or of funding the relevant amount plus l % per annum. 
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"Defaulting Party" bas the meaning specified in Section 6(a). 

"Early Termination Date" means the date determined in accordance with Section 6(a) or 6(b)(iv). 

"Event of Default" has the meaning specified in Section 5(a) and, if applicable, in the Schedule. 

"Illegality" bas the meaning specified in Section 5(b). 

"lndemnif'1able Tax" means any Tax other than a Tax that would not be imposed in respect of a payment 
under this Agreemenrbut for a present or former connection between the jurisdiction of the government or 
taxation authority imposing such Tax and the recipient of such payment or a person related to such recipient 
(including, without limitation, a connection arising from such recipient or related person being or having 
been a citizen or resident of such jurisdiction, or being or having been organised, present or engaged in a 
trade or business in such jurisdiction, or having or having bad a permanent establishment or fixed place of 
business in such jurisdiction, but excluding a connection arising solely from such recipient or related person 
having executed, delivered, performed its obligations or received a payment under, or enforced, this 
Agreement or a Credit Support Document). 

"law" includes any treaty, law, rule or regulation (as modified, in the case of tax matters, by the practice of 
any relevant governmental revenue authority) and "lawful" and "unlawful" will be construed accordingly. 

"Local Business Day" means, subject to the Schedule, a day on which commercial banks are open for 
business (including dealings in foreign exchange and foreign currency deposits) (a) in relation to any 
obligation under Section 2(a)(i), in the place(s) specified in the relevant Confmnation or, if not so specified, 
as otherwise agreed by the parties in writing or determined pursuant to provisions contained, or incorporated 
by reference, in this Agreement, (b) in relation to any other payment, in the place where the relevant account 
is located and, if different, in the principal financial centre, if any, of the currency of such payment, (c) in 
relation to any notice or other communication, including notice contemplated under Section 5(a)(i), in the 
city specified in the address for notice provided by the recipient and, in the case of a notice contemplated 
by Section 2(b), in the place where the relevant new account is to be located and (d) in relation to 
Section 5(a)(v)(2), in the relevant locations for performance with respect to such Specified Transaction. 

"Loss" means, with respect to this Agreement or one or more Terminated Transactions, as the case may be, and 
a party, the Termination Currency Equivalent of an amount that party reasonably determines in good faith to be 
its total losses and costs (or gain, in which case expressed as a negative number) in connection with this Agreement 
or that Terminated Transaction or group of Terminated Transactions, as the case may be, including any loss of 
bargain, cost of funding or, at the election of such party but without duplication, loss or cost incurred as a result 
of its terminating, liquidating, obtaining or reestablishing any hedge or related trading position (or any gain 
resulting from any of them). Loss includes losses and costs (or gains) in respect of any payment or delivery 
required to have been made (assuming satisfaction of each applicable condition precedent) on or before the 
relevant Early Termination Date and not made, except, so as to avoid duplication, if Section 6(e)(i)(l) or (3) or 
6(e)(ii)(2)(A) applies. Loss does not include a party's legal fees and out-of-pocket expenses referred to under 
Section 11. A party will determine its Loss as of the relevant Early Termination Date, or, if that is not reasonably 
practicable, as of the earliest date thereafter as is reasonably practicable. A party may (bui need not) determine 
its Loss by reference to quotations of relevant rates or prices from one or more leading dealers in the relevant 
markets. 

"Market Quotation" means, with respect to one or more Terminated Transactions and a party making the 
determination, an amount determined on the basis of quotations from Reference Market-makers. Each 
quotation will be for an amount, if any, that would be paid to such party (expressed as a negative number) 
or by such party (expressed as a positive number) in consideration of an agreement between such party (taking 
into account any existing Credit Support Document with respect to the obligations of such party) and the 
quoting Reference Market-maker to enter into a transaction (the "Replacement Transaction") that would 
have the effect of preserving for such party the economic equivalent of any payment or delivery (whether 
the underlying obligation was absolute or contingent and assuming the satisfaction of each applicable 
condition precedent) by the parties under Section 2(a)(i) in respect of such Terminated Transaction or group 
of Terminated Transactions that would, but for the occurrence of the relevant Early Termination Date, have 
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been required after that date. For this purpose, Unpaid Amounts in respect of the Terminated Transaction or 
group of Terminated Transactions are to be excluded but, without limitation, any payment or delivery that 
would, but for the relevant Early Termination Date, have been required (assuming satisfaction of each 
applicable condition precedent) after that Early Termination ,Date is to be included. The Replacement 
Transaction would be subject to such documentation as such party and the Reference Market-maker may, in 
good faith, agree. The party making the determination (or its agent) will request each Reference 
Market-maker to provide its quotation to the extent reasonably practicable as of the same day and time 
(without regard to different time zones) on or as soon as reasonably practicable after the relevant Early 
Termination Date. The day and time as of which those quotations are to be obtained will be selected in go'Ocl\ 
faith by the party obliged to make a determination under Section 6(e), and, if each party is so obliged, after 1 
consultation with the other. If more than three quotations are provided, the Market Quotation will be th~ 
arithmetic mean of the quotations, without regard to the quotations having the highest and lowest values. If 
exactly three such quotations are provided, the Market Quotation will be the quotation remaining after 
disregarding the highest and lowest quotations. For this purpose, if more than one quotation bas the same 
highest value or lowest value, then one of such quotations shall be disregarded. If fewer than three quotations 
are provided, it will be deemed that the Market Quotation in respect of such Terminated Transaction or group 
of Terminated Transactions cannot be determined. 

"Non-default Rate" means a rate per annum equal to the cost (without proof or evidence of any actual cost) 
to the Non-defaulting Party (as certified by it) if it were to fund the relevant amount. 

"Non-defaulting Party" has the meaning specified in Section 6(a). 

"Office" means a branch or office of a party, which may be such party's bead or home office. 

"Potential Event of Default" means any event which, with the giving of notice or the lapse of time or both, 
would constitute an Event of Default. 

"Reference Market-makers" means four leading dealers in the relevant market selected by the party 
determining a Market Quotation in good faith (a) from among dealers of the highest credit standing which 
satisfy all the criteria that such party applies generally at the time in deciding whether to offer or to make 
an extension of credit and (b) to the extent practicable, from among such dealers having an office in the same 
city. 

"Relevant Jurisdiction" means, with respect to a party, the jurisdictions (a) in which the party is 
incorporated, organised, managed and controlled or considered to have its seat, (b) where an Office through 
which the party is acting for purposes of this Agreement is located, (c) in which the party executes this 
Agreement and (d) in relation to any payment, from or through which such payment is made. 

"Scheduled Payment Date" means a date on which a payment or delivery is to be made under Section 2(a)(i) 
with respect to a Transaction. 

"Set-off' means set-off, offset, combination of accounts, right of retention or withholding or similar right 
or requirement to which the payer of an amount under Section 6 is entitled or subject (whether arising under 
this Agreemen~ another contract, applicable law or otherwise) that is exercised by, or imposed on, such 
payer. 

"Settlement Amount" means, with respect to a party and any Early Termination Date, the sum of:-

(a) the Termination Currency Equivalent of the Market Quotations (whether positive or negative) for each 
Terminated Transaction or group of Terminated Transactions for which a Market Quotation is detennined; 
and 

(b) such party's Loss (whether positive or negative and without reference to any Unpaid Amounts) for 
each Terminated Transaction.or group of Terminated Transactions for which a Market Quotation cannot be 
determined or would not (in the reasonable belief of the party making the determination) produce a 
commercially reasonable result. 

"Specified Entity" has the meaning specified in the Schedule. 
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"Specified llldebtedness" means, subject to the Schedule, any obligation (whether present or future, 
contingent or otherwise, as principal or surety or otherwise) in respect of borrowed money. 

"Specified Transaction" means, subject to the Schedule, (a) any transaction (including an agreement with respect . 
thereto) now existing or hereafter entered into between one party to this Agreement (or any Credit Support 
Provider of such party or any applicable Specified Entity of such party) and the other party to this Agreement (or 
any Credit Support Provider of such other party or any applicable Specified Entity of such other party) which is 
a rate swap transaction, basis swap, forward rate transaction, commodity swap, commodity option, equity or 
equity index swap, equity or equity index option, bond option, interest rate option, foreign exchange transaction, 
cap transaction, floor transaction, collar transaction, currency swap transaction, cross-currency rate swap 
transaction, currency option or any other similar transaction (including any option with respect to any of these 
transactions), (b) any combination of these transactions and (c) any other transaction identified as a Specified 
Transaction in this Agreement or the relevant confirmation. 

"Stamp Tax" means any stamp, registration, documentation or similar tax. 

"Tax" means any present or future tax, levy, impost, duty, charge, assessment or fee of any nature (including 
interest, penalties and additions thereto) that is imposed by any government or other taxing authority in 
respect of any payment under this Agreement other than a stamp, registration, documentation or similar tax. 

"Tax Event" bas the meaning specified in Section 5(b). 

"Tax Event Upon Merger" has the meaning specified in Section 5(b). 

"Terminated Transactions" means with respect to any Early Termination Date (a) if resulting from a 
Termination Event, all Affected Transactions and (b) if resulting from an Event of Default, all Transactions 
(in either case) in effect immediately before the effectiveness of the notice designating that Early Termination 
Date (or, if "Automatic Early Termination" applies, immediately before that Early Termination Date). 

"Termination Currency" bas the meaning specified in the Schedule. 

"Termination Currency Equivalent" means, in respect of any amount denominated in the Termination 
Currency, such Termination Currency amount and, in respect of any amount denominated in a currency other 
than the Termination Currency (the "Other Currency"), the amount in the Termination Currency determined 
by the party making the relevant determination as being required to purchase such amount of such Other 
Currency as at the relevant Early Termination Date, or, if the relevant Market Quotation or Loss (as the case 
may be), is determined as of a later date, that later date, with the Termination Currency at the rate equal to 
the spot exchange rate of the foreign exchange agent (selected as provided below) for the purchase of such 
Other Currency with the Termination Currency at or about II :00 a.m. (in the city in which such foreign 
exchange agent is located) on such date as would be customary for the determination of such a rate for the 
purchase of such Other Currency for value on the relevant Early Termination Date or that later date. The 
foreign exchange agent will, if only one party is obliged to make a determination under Section 6(e), be 
selected in good faith by that party and otherw_ise will be agreed by the parties. 

"Termination Event" means an Illegality, a Tax Event or a °Tax Event Upon Merger or, if specified to be 
applicable, a Credit Event Upon Merger or an Additional Terniination Event. 

"Termination Rate" means a rate per annum equal to the arithmetic mean of the cost (without proof or 
evidence of any actual cost) to each party (as certified by such party) if it were to fund or of funding such 
amounts. 

"Unpaid Amounts" owing to any party means, with respect to an Early Termination Date, the aggregate of 
(a) in respect of all Terminated Transactions, the amounts that became payable (or that would have become 
payable but for Section 2(a)(iii)) to such party under Section 2(a)(i) on or prior to such Early Termination 
Date and which remain unpaid as at such Early Termination Date and (b) in respect of each Terminated 
Transaction, for each obligation under Section 2(a)(i) which was (or would have been but for 
Section 2(a)(iii)) required to be settled by delivery to such party on or prior to such Early Termination Date 
and which has not been so settled as at such Early Termination Date, an amount equal to the fair market 
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value of tba1 wb1cb .,as (or would bave been> required 10 be delivered as oC Ille originally scheduled dato 
for delivery, in ~cb case IOgetber wilh (lo lhe extent permiuec1 unaer applic~le fawl interest. in lbc currency 
o( sucb amoun~ fro111 (and including I tbc date sucbamounu or obligations wercorwould bavcbc:en requited 
to bave been paid or per<onncd ta (but excluding> such Euly Termination Date, at the Applicable Rate. Sucb 
amounlS a( interest wiU be calculated on lhc basis o( daily co111poundia& and lhc actual number of days 
elapsed. Tbe (air market value of any obligalion referred 10 in clause lbl above sball be reasonably 
demmmed by tbe patty obliged 10 make tbe de1er111ina!lon under Section 61el or. if cacb patty is so obliged, 
11 sball be the average of lhc Termmation Currency Equivalents of the fait market values re:isonably 
detenmne.d by bolh parties. 

IN W!'f:';ESS WHEREOF tbe parties have executed this document on tbe respective c1atcs specified below 
wilh effect from I.be date specified on lhc first page of lhis do.cumenL 

Morgan Stanley Capital 
Services Inc, 

l~ame of Party> 

·~Jtcy By; N~~:· .. ················· ............ . 
Tit1e;. TERRENCE C. ANG 
oatc: VICE PRESIDENT 

11'Ffbtr 

IS 

Louisville Gas and 
~lectric Company 

' o 0 0 o 0 t 0 0 0 o o o ' o o o I 0 0 0 0 o o o o o ' o o o o o o 0 o 0 0 o 

(Name of Party) 
' 

By: .. & !'!'"' 4 !. , ... · · ... · · · · · Nam~ c~:~~~~~arkel, III 
Title: Treasurer 
Date: February 10, 1998 
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SCHEDULE 
TO THE 

MASTER AGREEMENT 
dated as of December 12, 1997 

between 
MORGAN STANLEY CAPITAL SERVICES INC. 

("Party A") 
and 

LOUISVILLE GAS AND ELECTRIC COMPANY 
("Party B") 

Part I. Termination Provisions 

(a) "Specified Entity" means in relation to Party A for the purpose of.· 

Section S(a)(v), Affiliates 
Section S(a)(vi), None Specified 
Section S(a)(vii), None Specified 
Section S(b)(iv), None Specified 

and in relation to Party B for the purpose of:-

Section S(a)(v), Affiliates 
Section S(a)(vi), None Specified 
Section 5(a)(vii). None Specified 
Section 5(b)(iv), None Specified 

(b) "Specltled Transaction" means, in lieu of the meaning specified in Section 14, any contract or transaction 
(whether or not documented under or effected pursuant to a master agreement) now existing or hereafter 
entered into between Party A, any Credit Support Provider of Party A or any Affiliate of Party A, and Party 
B, any Credit Support Provider of Party B or any Affiliate of Party B, provided however, that (i) Specified 
Transaction shall exclude any contract or transaction for Specified Indebtedness and any securities 
repurchase or reverse repurchase agreement or similar transaction, and (ii) for tho purposes of Section 
5(a)(v), Specified Transaction shall also exclude any contract or transaction not documented under or 
effected pursuant to a master agreement. 

(c) "Cross Default" applies to Party A and Party B. Section 5(a)(vi) is hereby amended by deleting in the 
seventh line thereof the words", or becoming capable at such time of being declared,". 

(d) "Specified Indebtedness" has the meaning specified In Section 14. 

(e) "Threshold Amount" means, with respect to a party, U.S. $10,000,000 (or the equivalent in another 
currency, currency unit or combination thereot). 

(!) "Credit Event Upon Merger" applies to Party A and Party B. 

(g) The "Automatic Early Termination" provisions of Section 6(a) will not apply to Party A and will not 
apply to Party 8; provided, however, where the Event of Default is specified in Section S(a)(vii)(I), (3), · 
(4), (5). (6) or to the extent analogous thereto, (8) and is governed by a system of law which does not 
permit termination to take place upon or after the occurrence of the relevant Event of Default in accordance 
with the terms of this Agreement, then the Automatic Early Termination provisions of Section 6(a) will 
apply to Party A and Party 8. 
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If an Early Termination Date occurs under Section 6(a) as a result of Automatic Early Termination, the 
Defaulting Party shall fully indemnify the Non·defuulting Party on demand against all expense, loss, 
damage or liability that the Non-defaulting Party may Incur in respect of this Agreement and ·each 
Transaction as a consequence of movements in interest, currency, exchange or other relevant rates or prices 
or Market Quotations between the Early Termination Date and the Local Business Day on which the Non· 
defaulting Party first becomes aware that the Early Termination Date has occurred under Section 6(a). Tl1e 
Non-defaulting Party may for this purpose convert any expense, loss, damage or liability to the 
Termination Currency. 

(h) Payments on Early Termination. "Market Quotation" and "Second Method" will apply for the 
purpose of Section 6(e) of this Agreement. 

(i) "Termination Currency" means United States Dollars. 

(j) Additional Termination Event will not apply. 

Part 2. Tax Representations 

(a) Party A and Party B Payer Tax Representations. l'or the purpose of Section 3(e), each of Party A and 
Party B makes the following representation:· 

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue 
authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax 
from any payment (other than interest under Section 2(e), 6(d)(ll) or 6(e)) to be made by it to the other 
party under this Agreement. In making this representation, it may rely on (i) the accuracy of any 
representation made by the other party pursµant to Section 3(1); (ii] the satisfaction of the agreement of the 
other party contained in Section 4(aXi) or 4(a)(iii) and the accuracy and effectiveness of any document 
provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii); and (iii) the satisfaction of the 
agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this 
representation where reliance is placed on clause (ii) and the other party does not deliver a form or 
document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position. 

(b) Payee Tax Representations 

(I) l'or the purpose of Section 3(1), Party A makes the following representation:· 

It is a corporation duly organized and incorporated under the laws of the State of Delaware and is 
not a foreign corporation for United States tax purposes. 

(ii) For the purpose of Section 3(1), Party B make> the following representation:-

It is a corporation duly organized and incorporated under the laws of the Commonwealth of 
Kentucky and is not a foreign corporation for United States tax purposes. 
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Part 3. Agreement to Deliver Documents 

For the purpose of Sections 4(a)(i) and (ii), each party agrees to deliver the following documents, as applicable:-

(a) Tax fonns, documents or certificates to be delivered are:-

Party required 
to deliver 
document 

Party A 
and 
Party B 

Form/DocumenUCertjficate 

An executed United States Internal 
Revenue Service Fonn W-9 (or any 
successor thereto). 

(b) Other documents to be delivered are;-

Party required 
to deliver 
document 

Party A 
and 
Party B 

Party A 
and 
Party B 

Party A 
and 
Party B 

Form!Document/Certjficate 

Either (I} a signature booklet containing 
secretary's certificate and resolutions 
("authorizing resolutions") authorizing the 
party to enter into derivatives transactions 
of the type contemplated by the parties or 
(2) a secretary's certificate, authorizing 
resolutions and incumbency certificate, in 
either case, for such party and any Credit 
Support Provider of such party reasonably 
satisfactory in form and substance to the 
other party. 

A duly executed copy of the Credit 
Support Document specified in Part 4 of 
this Schedule. 

Audited consolidated financial statements 
(in the case of Party A, in respect of 
Morgan Stanley, Dean Witter, Discover & 
Co. and in the case of Party B, in respect 
of LG&E Energy Corp.) for each fiscal 
year, certified by independent certified 
public accountants and prepared in 
accordance with generally accepted 
accounting principles in the country in 
which such party is organized. 
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Date by which to be deliyered 

(i) Upon the execution of this Agreement; 
(ii) promptly upon reasonable demand by the 
other party; and (iii) promptly upon any Form 
W-9 (or any successor thereto) previously 
provided by such party becoming obsolete or 
ine-0rrect, including on each January I following 
the execution of this Agreement. 

Covered by 
Section 3(d) 

Date by whjch to be delivered Reprcscntntion 

The earlier of the fifth Business Yes 
Day after the Trade Date of the 
first Transaction or upon 
execution of this Agreement 
and as deemed necessary for 
any further documentation. 

As soon as practicable after the No 
execution of this Agreement. 

As soon as practicable after the Yes 
execution of this Agreement 
and also within 120 days (or as 
soon as practicable after 
becoming publicly available) 
after the end of each of Its 
fiscal years while there are any 
obligations outstanding under 
this Agreement. 



Party required 
to deliver 
document Form/Doc:ument/Certificate Date by whjch to be deliyered 

Party A Certified copies of documents evidencing As soon as practicable after the 
and each party's capacity to execute this execution of this Agreement. 
Party B Agreement, each Confinnation and any 

Credit Support Document (if applicable) 
and to perform its obligations hereunder 
and thereunder. 

[Party B Evidence satisfactory to Party A that the Upon request from Party A. 
Process Agent designated by Party B 
pursuant to Part4 of this Schedule has 
agreed to act as such in respect of this 
Agreement. 

Party A A written opinion of legal counsel to such Upon execution of this 
and party (and any Credit Support Provider for Agreement and as deemed 
PartyB such party), reasonably satisfactory in necessary for any further 

fonn and substance to the other party. documentation. 

Party A Such other documents as the other party Upon request. 
and may reasonably request. 
Party B 

Part 4. Miscellaneous 

(a) Addresses for Notices. For the purpose of Section l 2(a):-

(i) Address for notices or communications to Party A:-

Morgan Stanley Capital Services inc. 
1585 Broadway, 3rd Floor 
New York, New York 10036 
Attention: Derivative Products Group · Documentation 

Facsimile No.: 212-761-0580 Telephone No.: 212-761-2566/2590 

(ii) Address for notices or communications to Party B:-

Louisville Gas and Electric Company 
220 W. Main Street 
Louisville, KY 40202 
Attention: Treasurer 

Facsimile No.: 502-627-2995 Telephone No.: 502-627-2203 

Covered by 
Section 3(d) 

Representatjon 

Yes 

No] 

No 

No 

(b} Notices. Section !2(a) is amended by adding in the third line thereof after the phrase "messaging system" 
and before the ")" the words, "; provided, however, any such notice or other communication may be given 
by facsimile transmission if telex is unavailable, no telex number is supplied to the party providing notice, 
or if answer back confinnation is not received from the party to whom the telex is sent." 
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(c) Process Agent. Party B irrevocably appoints as its agent for service to process: 

Agent for Service of Process in New York: 

The Prentice-Hall Corporation System, Inc. 
500 Central Avenue 
Albany, New York 12206-2290 

or any successor agent appointed by Party A on behalf of Party B with prior notice to Party B. Party B's 
entry into this Agreement without specifying a different agent than Prentice Hall constitutes Party B's 
consent to such appointment. In consideration for such appointment, Party A has agreed to notify, pay the 
fees for, and indemnify, Prentice Hall. 

If Party B would like to appoint a different agent for service of process, please strike out the above printed 
name and address and print the name and address in New York of such other agent below (Party A will not 
pay the fees of such different agent): 

CT Corporation System 
1633 Broadway 
New 'fork, NY 10019 

(d) Offices. The provisions of Section lO(a) will apply to Party A and to Party B. 

(e) Multibranch Party. For the purpose of Section IO(c):-

Party A is not a Multibranch Party. 

Party Bis not a Multibranch Party. 

(f) "Calculation Agent" means Party A. 

(g) "Credit Support Document" means any credit support annex, any Confirmation and any other document 
any of which by Its tcffils secures, guarantees or otherwise supports either or both parties' obligations under 
this Agreement, including, but not limited to, the guarantee of Morgan Stanley, Dean Witter, Discover & 
Co. 

(h) Credit Support Provider means in relation to Party A: Morgan Stanley, Dean Witter, Discover & Co. 

Credit Support Provider means in relation to Party B: Not Applicable 

(i) Governing Law; Jurisdiction. This Agreement, each Credit Support Document and each Confirmation 
will be governed by and construed in accordance with the laws of the State of New York, without reference 
to choice of law doctrine. Section l3(b) is amended by: (I) deleting "non-" from the second line of clause 
(i); and (2) deleting the final paragraph. 

(j) Waiver of Jury Trial. Each party waives, to the fullest extent permitted by applicable law, any right it 
may have to a trial by jury in respect of any Proceedings relating to this Agreement or any Credit Support 
Document. 

(k) Netting of Payments. Clause (ii) of Section 2(c) will not apply to any amounts payable with respect to 
Transactions from the date of this Agreement. 

(I) "Affiliate" has the meaning specified in Section 14, but excludes Morgan Stanley Derivative Products Inc. 
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Part S. Other Provisions 

(a) Additional Repl'e>ientations. Section 3 is hereby amended by adding at the end thereof the following 
Subparagraphs: 

(g) (tis an "eligible swap participant" under, and as defined in, 17 C.F.R. §35. I and was 
not fanned solely for the purposes of constituting an "eligible swap participant." 

(h) It has entered into this Agreement (Including each Transaction evidenced hereby) in 
conjunction with its line of business (including financial intenncdlation services) or the 
financing of its business. 

(i) It is entering into this Agreement, any Credit Support Document to which it is a party, 
each Transaction and any other documentation relating to this Agreement or any 
Transaction as principal (and not as agent or in any other capacity, fiduciary or 
otherwise). 

(b) Setoffand Related Mat<ers 

(i) The occurrence or designation of an Early Termination Date on account of an Event of Default 
with respect to a party hereto ("Y") shall constitute a material breach and event of default 
(howsoever described) under all Specified Transactions to which Y is a party, whereupon the 
Non-defaulting Parry ("X") or any Affiliate of X shall have the right to terminate, liquidate and 
otherwise close out any such Specified Transactions (and Y shall be liable for any damages 
suffered by X and any Affiliate of X as a result thereof). For purposes of Section 6(a) of this 
Agreement, each Transaction will be deemed to be outstanding until all obligations (including 
payment, delivery and exchange obligations) in respect of such Transaction have been fully 
discharged and satisfied. 

(ii) Upon such occurrence, or designation of any Early Termination Date on account of an Event of 
Default, any amount payable by X or any Affiliate of X under this Agreement, any Specified 
Transaction with Y, or in respect of any other matured, liquidated or teoninated obligation to Y 
will, at the option of X or any Affiliate of X (and without prior notice to Y), be reduced by its 
setoff and recoupment against any amount(s) payable by Y to X or any Affiliate of X under this 
Agreement, any Specified Transaction with Y or in respect of any other matured, liquidated or 
terminated obligation of Y (and any such amount(s) payable by Y will be discharged promptly 
and in all respects to the extent It is so setoff). X or an Affiliate of X, as appropriate, will give 
notice to Y after any setoff and recoupment is effected under tliis paragraph. For purposes of th.e 
foregoing, X and any Affiliate of X shall be entitled to convert any obligation denominated in one 
currency into another at such rat(".s of exchange as it deems appropriate in good faith and in a 
commercially reasonable manner, to convert any obligation to deliver non-cash property into an 
obligation to deliver cash in an amount determined by it as it deems appropriate in good faith and 
in a commercially reasonable manner, and amounts may be set off and recouped irrespective of 
the currency, place of payment or booking office of any obligation to or from Y. If an obligation 
is unascertained, X or any Affiliate ofX, as appropriate, may in good faith estimate that obligation 
and setoff aml recoup in respect of that estimate, subject to Uic relevant party's accounting to the 
other(s) when the obligation is ascertained. All obligations of X and any Affiliate of X under this 
Agreement, any Specified Transaction with Y or in respect of any other matured, liquidated or 
terminated obligation to Y a~ subject to the condition precedent that Y shall have perfom1ed all 
of its obligations to X and any Affiliate of X under this Agreement, any Specified Transaction 
with X and in respect of any other matured, liquidated or terminated obligation of Y. Party A and 
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Party B and their Affiliates intend that all Transactions and Specified Transactions be treated as 
mutual and part of a single, indivisiblo contractual and business relationship. 

(iii) If either party ("C"), its Credit Support Provider or any Affiliate of Chas reasonable grounds for 
insecurity regarding a potential default under this Agreement or any Specified Transaction by the 
other party ("D"), any Credit Support Provider or any Affiliate ofD, then C or any Affiliate ofC 
may transfer its rights and obligations under this Agreement or any agreement for a Specified 
Transaction to any Affiliate of C or to C, and each of the parties hereto agrees to such transfer and 
to use Its best efforts to obtain any required consents from its relevant Affiliate to any such 
transfer. 

(iv) Nothing in this Part 5(b) shall be effective to create a charge or other security interest. This Part 
5(b) shall be without prejudice and in addition to any right of setoff, recoupmen~ combination of 
accounts, lien or other right to which any party or any of its Affiliates is at any time otherwise 
entitled (whether by operation of law, contract or otherwise). 

(c) Confirmations. Party A will deliver to Party Ba Confirmation relating to each Transaction. 

{d) Relationship Between Parties. Each party will be deemed to represent to the other party on the date on 
which it enters into a Transaction that (absent a written agreement between the parties that expressly 
imposes affirmative obligations to the contrary for that Transaction):· 

(i) 

(ii) 

(iii) 

' Non-Reliance. It is acting for its own account, and it has made its own independent decisions to 
enter into that Transaction and as to whether thut Transaction is appropriate or proper for it ~ased 
upon its own judgment and upon advice from such advisers as it has deemed necessary. It is not 
relying on any communication (written or oral) of the other party as investment advice or as a 
recommendation to enter into that Transaction; it being understood that information and 
explanations related to the terms and conditions of a Transaction shall not be considered 
investment advice or a recommendation to enter into that Transaction. No communication 
(wrilten or oral) received from the other party shall be deemed to be an assurance or guarantee as 
to the expected results of that Transaction. 

Assessment and Understanding. It is capable of assessing the merits of and understanding (on 
its own behalf or through independent professional advice), and understands and accepts, the 
terms, conditions and risks of that Transaction. It is also capable of assuming, and assumes, the 
risks of that Transaction. 

Status of Parties. The other party is not acting as a fiduciary for or an adviser to it in respect of 
that Transaction. 
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IN WITNESS WllEREOF, the parties have executed this Schedule by their duly authorized 
officers as of the date hereof. 

~ MORGAN STANLEY CAPITAL SERVICES INC. 

JP Or.N~ rfry 
Title: 

TERRENCE C. YANG 
VICE PRESIDENT 

LOUISVILLE GAS ANI> ELECTRIC COMPANY 

By:_~t11"'--'-!/YJ-'-=LJJ~-
Name: Charles A. Markel, III 
Title: Treasurer 
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AMENDMENT 
dated as of December 1, 2003 

TO THE ISDA MASTER AGREEMENT 

between 

MORGAN STANLEY CAPITAL SERVICES INC. 
("Party A") 

and 

LOUISVILLE GAS AND ELECTRIC COMP ANY 
("Party B") 

The parties have previously entered into that certain ISDA Master Agreement dated as of December 12, 1997 (the 
"Agreement"), which Agreement includes the Schedule and the Credit Support Annex (as amended from time to 
time) and all Confirmations exchanged between the parties confirming the Transactions (or Swap Transactions) 
thereunder. The parties have agreed to amend the Agreement in accordance with the terms of this Amendment (the 
"A1nend1nent"). 

NOW THEREFORE, in consideration of the mutual agreements contained herein, and intending to be legally bound 
hereby, the parties hereto agree as follows: 

1. A111e11d111e11t of the Agreement 

As used in the Agreement (including any Confinnation relating thereto), as amended by this Amendment, the terms 
"ISDA I\1aster Agree111ent", "Agreen1ent", "this Agreetnent", '1herein", "hereinafter", "hereof", "hereto'' and other 
words of similar import, shall mean the Agreement as amended hereby, unless the context otherwise specifically 
requires. 

Upon execution of this Amendment by both parties, the Agreement shall be and hereby is amended as follows: 

(a) Affiliates. Part 4(!) of the Schedule is hereby deleted and replaced in its entirety by the following: 

"(h) 'Affiliate' has the meaning specified in Section 14; provided, however, that with respect to Party A, 
Affiliate shall exclude Morgan Stanley Derivative Products Inc. and with respect to Party B, Affiliate shall 
only n1ean LG&E Energy Corp. and its subsidiaries,,, 

(b) A111e11d111e11t oft!te JSDA Credit Support A1111ex to the Agreemeut. Pages 1 through 10 of the ISDA Credit 
Support Annex to the Schedule to the ISDA Master Agreement dated as of December 12, 1997 (Bilateral 
Form - Transfer) (ISDA Agreements Subject to English Law) are hereby deleted and replaced by pages 1 
through 10 of the ISDA Credit Support Annex to the Schedule to the ISDA Master Agreement dated as of 
December 12, 1997 (Bilateral Form) (ISDA Agreements Subject to New York Law Only) (attached hereto 
an Exhibit A). 

2. Re11rese11tations 

Each party represents to the other party that all representations contained in the Agree1nent, as ainendedi are true and 
accurate as of the date of this Amendment and that such representations are deemed to be given or repeated by each 
party, as the case may be, on the date of this Amendment. 
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3. Miscellaneous 

(a) Definitions. Capitalized terms used in this Amendment and not otherwise defined herein shall have the 
n1eanings specified for such ternIB in the Agree1nent. 

(b) Entire Agreeme/lf. This Amendment constitutes the entire agreement and understanding of the parties with 
respect to its subject 1natter and supersedes all oral communication and prior \Vritings (except as other\vise provided 
herein) with respect thereto. 

(c) Com1te17111rts. This Amendment may be executed and delivered in counte1parts (including by facsimile 
transnllssion) each of\vhich \vill be deetned an original. 

( d) Headings. The headings used in this Amendment are for convenience of reference only and are not to 
affect the constt11ction of or to be taken into consideration in interpreting this A1nendment. 

( e) Goveming Law. This Amendment will be governed by and constrned in accordance with the laws of the 
State of New York (without reference to choice oflaw doctrine). 

IN WITNESS WHEREOF, the parties have executed this Amendment on the respective dates specified below with 
effect from the date specified in this Amendment. 

MORGAN STANLEY CAPITAL SERVICES INC. CCOMPANY 

By: , Ar ('i\U (.~ 
N~me'f"" 'NINA c SIMMONS 
Title' · 
Date; VICE PRESIDENT 

Treasurer 
Date: December 2, 2003 

\2...\3JO':? 

CMSDOCS\150330\PG2\12-02-03\12:37 Cl/P 



EXHIBIT A 
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(Bilateral Form) (ISDA Agreements Subject to New York Law Only) 

International S\vaps and Derivatives Association, Inc. 

CREDIT SUPPORT ANNEX 
to the Schedule to the 

MASTER AGREEMENT 

dated as of December 12, 1997 

behveen 

MORGAN STANLEY CAPITAL SERVICES 
INC. 

and LOUISVILLE GAS AND ELECTRIC 
COMPANY 

("Party A") ("Patty B") 

This A1mex supplements, f01ms part of, and is subject to, the above-referenced Agreement, is part of its Schedule 
and is a Credit Support Document under this Agreement with respect to each party. 

Accordingly, the parties agree as follows:-

Paragraph 1. Interpretation 

(a) Deji11itio11s and Inco11sistency. Capitalized terms not otherwise defined herein or elsewhere in this 
Agreement have the meanings specified pursuant to Paragraph 12, and all references in this Annex to Paragraphs 
are to Paragraphs of this Annex. In the event of any inconsistency behveen this Annex and the other provisions 
of this Schedule, this Am1ex will prevail, and in the event of any inconsistency between Paragraph 13 and the 
other provisions of this Annex, Paragraph 13 will prevail. 

(b) Secured P11rty and Pledgor. All references in this Annex to the "Secured Party" will be to either party when 
acting in that capacity and all corresponding references to the "Pledgor" will be to the other party when acting in that 
capacity; provided, howeve1; that if Other Posted Support is held by a party to this Annex, all references herein to 
that party as the Secured Party with respect to that Other Posted Support will be to that party as the beneficiary 
thereof and will not subject that support or that party as the beneficiary thereof to provisions of law generally relating 
to security interests and secured parties. 

Paragraph 2. Security Interest 

Each party, as the Pledgor, hereby pledges to the other party, as the Secured Party, as security for its Obligations, 
and grants to the Secured Party a first priority continuing security interest in, lien on and right of Set-off against 
all Posted Collateral Transferred to or received by the Secured Party hereunder. Upon the Transfer by the Secured 
Party to the Pledgor of Posted Collateral, the security interest and lien granted hereunder on that Posted Collateral 
will be released immediately and, to the extent possible, without any further action by either party. 

Copyright© 1994 by Inteniational S\vaps and Derivatives Association, Inc. 
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Paragraph 3. Credit Support Obligations 

(a) Delil'e1y A11101111t. Subject to Paragraphs 4 and 5, upon a demand made by the Secured Party on or promptly 
following a Valuation Date, if the Delivery Amount for that Valuation Date equals or exceeds the Pledgor's 
Minimum Transfer Amount, then the Pledgor will Transfer to the Secured Party Eligible Credit Support having a 
Value as of the date of Transfer at least equal to the applicable Delivery Amount (rounded pursuant to Paragraph 
13). Unless otherwise specified in Paragraph 13, the "Delfre1y A11101111t" applicable to the Pledgor for any Valuation 
Date will equal the amount by which: 

(i) the Credit Support Amount 

exceeds 

(ii) the Value as of that Valuation Date of all Posted Credit Support held by the Secured Party. 

(b) Ret11r11 A11101111t. Subject to Paragraphs 4 and 5, upon a demand made by the Pledgor on or promptly 
following a Valuation Date, if the Return Amount for that Valuation Date equals or exceeds the Secured Party's 
Minimum Transfer Amount, then the Secured Party will Transfer to the Pledgor Posted Credit Support specified 
by the Pledgor in that demand having a Value as of the date of Transfer as close as practicable to the applicable 
Return Amount (rounded pursuant to Paragraph 13). Unless otherwise specified in Paragraph 13, the "Retum 
A11101111t" applicable to the Secured Paity for any Valuation Date will equal the amount by which: 

(i) the Value as of that Valuation Date of all Posted Credit Support held by the Secured Party 

exceeds 

(ii) the Credit Support Amount. 

"Credit Support A11101111t" means, unless otherwise specified in Paragraph 13, for any Valuation Date (i) the Secured 
Party's Exposure for that Valuation Date plus (ii) the aggregate of all Independent Amounts applicable 
to the Pledgor, if any, minus (iii) all Independent Amounts applicable to the Secured Party, if any, minus (iv) the 
Pledgor's Threshold; provided, howeve1; that the Credit Support Amount will be deemed to be zero whenever 
the calculation of Credit Support Amount yields a number less than zero. 

Paragraph 4. Conditions Precedent, Transfer Timing, Calculations and Substitutions 

(a) Co11ditio11s Precede11t. Each Transfer obligation of the Pledgor under Paragraphs 3 and 5 and of the 
Secured Party under Paragraphs 3, 4( d)(ii), 5 and 6( d) is subject to the conditions precedent that: 

(i) no Event of Default, Potential Event of Default or Specified Condition has occurred and is continuing 
with respect to the other party; and 

(ii) no Early Termination Date for which any unsatisfied payment obligations exist has occurred or been 
designated as the result of an Event of Default or Specified Condition with respect to the other party. 

(b) J)·a11sfer Ti111i11g. Subject to Paragraphs 4(a) and 5 and unless otherwise specified, if a demand for the 
Transfer of Eligible Credit Support or Posted Credit Support is made by the Notification Time, then the relevant 
Transfer will be made not later than the close of business on the next Local Business Day; if a demand is made 
after the Notification Time, then the relevant Transfer will be made not later than the close of business on the second 
Local Business Day thereafter. 

(c) Calc11latio11s. All calculations of Value and Exposure for purposes of Paragraphs 3 a11d 6(d) will be made 
by the Valuation Agent as of the Valuation Time. The Valuation Agent will notify each party (or the other party, 
if the Valuation Agent is a party) of its calculations not later than the Notification Time on the Local Business 
Day following the applicable Valuation Date (or in the case of Paragraph 6( d), following the date of calculation). 
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(d) S11bstit11tio11s. 

(i) Unless otherwise specified in Paragraph 13, upon notice to the Secured Party specifying the items of 
Posted Credit Support to be exchanged, the Pledger may, on any Local Business Day, Transfer to the 
Secured Party substitute Eligible Credit Support (the "Substitute Credit Snpport"); and 

(ii) subject to Paragraph 4(a), the Secured Party will Transfer to the Pledger the items of Posted Credit 
Support specified by the Pledger in its notice not later than the Local Business Day following the date 
on which the Secured Party receives the Substitute Credit Support, unless otherwise specified in 
Paragraph 13 (the "Substitution Date"); provided that the Secured Party will only be obligated to Transfer 
Posted Credit Support with a Vaine as of the date of Transfer of that Posted Credit Support equal to the 
Value as of that date of the Substitute Credit Support. 

Paragraph S. Dispute Resolution 

If a party (a "Disputing Party") disputes (I) the Valuation Agent's calculation of a Delivery Amount or a Return 
Amount or (II) the Value of any Transfer of Eligible Credit Support or Posted Credit Support, then (1) the 
Disputing Party will notify the other party and the Valuation Agent (if the Valuation Agent is not the other party) not 
later than the close of business on the Local Business Day following (X) the date that the demand is made 
under Paragraph 3 in the case of (I) above or (Y) the date of Transfer in the case of (II) above, (2) subject to 
Paragraph 4(a), the appropriate party will Transfer the undisputed amount to the other party not later than the 
close of business on the Local Business Day following (X) the date that the demand is made under Paragraph 3 
in the case of (I) above or (Y) the date of Transfer in the case of (II) above, (3) the parties will consult with each 
other in an attempt to resolve the dispute and (4) if they fail to resolve the dispute by the Resolution Time, then: 

(i) In the case of a dispute involving a Delivery Amount or Return Amount, unless otherwise specified 
in Paragraph 13, the Valuation Agent will recalculate the Exposure and the Value as of the Recalculation 
Date by: 

(A) utilizing any calculations of Exposure for the Transactions (or Swap Transactions) that the parties 
have agreed are not in dispute; 

(B) calculating the Exposure for the Transactions (or Swap Transactions) in dispute by seeking four 
actual quotations at mid-market from Reference Market-makers for purposes of calculating Market 
Quotation, and taking the arithmetic average of those obtained; provided that if four quotations are not 
available for a particular Transaction (or Swap Transaction), then fewer than four quotations may be 
used for that Transaction (or Swap Transaction); and if no quotations are available for a pat1icular 
Transaction (or Swap Transaction), then the Valuation Agent's original calculations will be used for that 
Transaction (or S\vap Transaction); and 

(C) utilizing the procedures specified in Paragraph 13 for calculating the Value, if disputed, of Posted 
Credit Support. 

(ii) In the case of a dispute involving the Value of any Transfer of Eligible Credit Support or Posted 
Credit Support, the Valuation Agent will recalculate the Value as of the date of Transfer pursuant to 
Paragraph 13. 

Following a recalculation pursuant to this Paragraph, the Valuation Agent will notify each party (or the other 
party, if the Valuation Agent is a party) not later than the Notification Time on the Local Business Day following the 
Resolution Time. The appropriate party will, upon demand following that notice by the Valuation Agent or 
a resolution pursuant to (3) above and subject to Paragraphs 4(a) and 4(b), make the appropriate Transfer. 
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Paragraph 6, Holding and Using Posted Collateral 

(a) Cllre Of Posted Co/llltel'lll. Without limiting the Secured Party's rights under Paragraph 6(c), the Secured 
Party will exercise reasonable care to assure the safe custody of all Posted Collateral to the extent required by 
applicable law, and in any event the Secured Party will be deemed to have exercised reasonable care if it 
exercises at least the sa1ne degree of care as it would exercise \Vith respect to its O\Vll property. Except as 
specified in the preceding sentence, the Secured Party will have no duty with respect to Posted Collateral, 
including, \Vithout litnitation, any duty to collect any Distributions, or enforce or preserve any rights pertaining 
thereto. 

(b) Eligibility to Ilo/i/ Posted Co/111teml; C11st0<lill11s. 

(i) Ge11e/'ll/, Subject to the satisfaction of any conditions specified in Paragraph 13 for holding Posted 
Collateral, the Secured Party will be entitled to hold Posted Collateral or to appoint an agent (a 
"Custodian") to hold Posted Collateral for the Secured Party. Upon notice by the Secured Party to the 
Pledgor of the appointment of a Custodian, the Pledgor's obligations to make any Transfer will be 
discharged by making the Transfer to that Custodian. The holding of Posted Collateral by a Custodian 
will be deemed to be the holding of that Posted Collateral by the Secured Party for which the Custodian 
is acting. 

(ii) F11i/11re to Satisjj• Co11ditio11s. If the Secured Party or its Custodian fails to satisfy any conditions 
for holding Posted Collateral, then upon a demand made by the Pledgor, the Secured Party will, not later 
than five Local Business Days after the demand, Transfer or cause its Custodian to Transfer all Posted 
Collateral held by it to a Custodian that satisfies those conditions or to the Secured Party if it satisfies 
those conditions. 

(iii) Lillbility. The Secured Party will be liable for the acts or omissions of its Custodian to the same 
extent that the Secured Party would be liable hereunder for its own acts or omissions. 

( c) Use of Posted Co/111terlll. Unless otherwise specified in Paragraph 13 and without limiting the rights and 
obligations of the parties under Paragraphs 3, 4(d)(ii), 5, 6(d) and 8, if the Secured Party is not a Defaulting Party 
or an Affected Party with respect to a Specified Condition and no Early Termination Date has occurred or been 
designated as the result of an Event of Default or Specified Condition with respect to the Secured Party, then the 
Secured Party will, notwithstanding Section 9-207 of the New York Uniform Commercial Code, have the right 
to: 

(i) sell, pledge, rehypothecate, assign1 invest, use, connningle or other\vise dispose of, or other\vise use 
in its business any Posted Collateral it holds, free from any claim or right of any nature whatsoever of 
the Pledger, including any equity or right of redemption by the Pledger; and 

(ii) register any Posted Collateral in the name of the Secured Party, its Custodian or a nominee for either. 

For pmposes of the obligation to Transfer Eligible Credit Support or Posted Credit Support pursuant to 
Paragraphs 3 and 5 and any rights or remedies authorized under this Agreement, the Secured Party will be 
deemed to continue to hold all Posted Collateral and to receive Distributions made thereon, regardless of whether the 
Secured Party has exercised any rights with respect to any Posted Collateral pursuant to (i) or (ii) above. 

( d) Distrib11tio11s and Jut ere st Amouut. 

(i) Distl'ib11tio11s. Subject to Paragraph 4(a), if the Secured Party receives or is deemed to receive 
Distributions on a Local Business Day, it will Transfer to the Pledger not later than the following Local 
Bush1ess Day any Distributions it receives or is deemed to receive to the extent that a Delivery Amount 
would not be created or increased by that Transfer, as calculated by the Valuation Agent (and the date 
of calculation will be deemed to be a Valuation Date for this pmpose). 
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(ii) l11terest A11101111t. Unless otherwise specified in Paragraph 13 and subject to Paragraph 4(a), in lieu 
of any interest, dividends or other amounts paid or deemed to have been paid with respect to Posted 
Collateral in the form of Cash (all of which may be retained by the Secured Party), the Secured Party 
will Transfer to the Pledgor at the times specified in Paragraph 13 the Interest Amount to the extent that 
a Delivery Amount would not be created or increased by that Transfer, as calculated by the Valuation Agent 
(and the date of calculation will be deemed to be a Valuation Date for this pmpose). The Interest Amount or 
portion thereof not Transferred pursuant to this Paragraph will constitute Posted Collateral in the form of 
Cash and will be subject to the security interest granted under Paragraph 2. 

Paragraph 7. Events of Default 

For pmposes of Section 5(a)(iii)(l) of this Agreement, an Event of Default will exist with respect to a party if: 

(i) that party fails (or fails to cause its Custodian) to make, when due, any Transfer of Eligible Collateral, 
Posted Collateral or the Interest Amount, as applicable, required to be made by it and that failure 
continues for t\vo Local Business Days after notice of that failure is given to that party; 

(ii) that party fails to comply with any restriction or prohibition specified in this Annex with respect to 
any of the rights specified in Paragraph 6(c) and that failure continues for five Local Business Days after 
notice of that failure is given to that party; or 

(iii) that party fails to comply with or perform any agreement or obligation other than those specified 
in Paragraphs 7(i) and 7(ii) and that failure continues for 30 days after notice of that failure is given to 
that patiy. 

Paragraph 8. Certain Rights and Remedies 

(a) Secured Party's Rights 11111/ Remedies. If at any time (I) an Event of Default or Specified Condition with 
respect to the Pledgor has occurred and is continuing or (2) an Early Termination Date has occuned or been 
designated as the result of an Event of Default or Specified Condition with respect to the Pledgor, then, unless 
the Pledgor has paid in full all of its Obligations that are then due, the Secured Party may exercise one or more 
of the following rights and remedies: 

(i) all rights and remedies available to a secured party under applicable law with respect to Posted Collateral 
held by the Secured Party; 

(ii) any other rights and remedies available to the Secured Party under the terms of Other Posted Support, 
if any; 

(iii) the right to Set-off any amounts payable by the Pledgor with respect to any Obligations against any 
Posted Collateral or the Cash equivalent of any Posted Collateral held by the Secured Party (or any 
obligation of the Secured Party to Transfer that Posted Collateral); and 

(iv) the right to liquidate any Posted Collateral held by the Secured Party through one or more public 
or private sales or other dispositions \Vith such notice, if any, as may be required under applicable law, 
free from any claim or right of any nature whatsoever of the Pledgor, including any equity or right of 
redemption by the Pledgor (with the Secured Party having the right to purchase any or all of the Posted 
Collateral to be sold) and to apply the proceeds (or the Cash equivalent thereof) from the liquidation of 
the Posted Collateral to any amounts payable by the Pledgor with respect to any Obligations in that order as 
the Secured Party may elect. 

Each party acknowledges and agrees that Posted Collateral in the form of securities may decline speedily in value 
and is of a type customarily sold on a recognized market, and, accordingly, the Pledgor is not entitled to prior 
notice of any sale of that Posted Collateral by the Secured Party, except any notice that is required under 
applicable law and cannot be waived. 
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(b) P/edgor's Rights mu/ Remedies. If at any time an Early Termination Date has occurred or been 
designated as the result of an Event of Default or Specified Condition with respect to the Secured Party, then (except 
in the case of an Early Termination Date relating to less than all Transactions (or Swap Transactions) 
where the Secured Party has paid in full all of its obligations that are then due under Section 6(e) of this Agreement): 

(i) the Pledgor may exercise all rights and remedies available to a pledgor under applicable law with 
respect to Posted Collateral held by the Secured Party; 

(ii) the Pledgor may exercise any other rights and remedies available to the Pledgor under the terms of 
Other Posted Support, if any; 

(iii) the Secured Party will be obligated immediately to Transfer all Posted Collateral and the Interest 
Amount to the Pledgor; and 

(iv) to the extent that Posted Collateral or the Interest Amount is not so Transferred pursuant to 
(iii) above, the Pledgor may: 

(A) Set-off any amounts payable by the Pledgor with respect to any Obligations against any Posted 
Collateral or the Cash equivalent of any Posted Collateral held by the Secured Party (or any obligation 
of the Secured Party to Transfer that Posted Collateral); and 

(B) to the extent that the Pledgor does not Set-off under (iv)(A) above, withl1old payment of any 
remaining amounts payable by the Pledgor with respect to any Obligations, up to the Value of any 
remaining Posted Collateral held by the Secured Party, until that Posted Collateral is Transferred to 
the Pledgor. 

(c) Deficiencies and Excess Proceeds. The Secured Party will Transfer to the Pledgor any proceeds and Posted 
Credit Support remaining after liquidation, Set-off and/or application under Paragraphs 8(a) and 8(b) after 
satisfaction in full of all amounts payable by the Pledgor with respect to any Obligations; the Pledgor in all events 
\vill ren1ai11 liable for any an1ounts re1naining unpaid after any liquidation, Set-off and/or application under 
Paragraphs 8(a) and 8(b). 

( d) Final Retm·ns. When no amounts are or thereafter may become payable by the Pledgor with respect to 
any Obligations (except for any potential liability under Section 2( d) of this Agreement), the Secured Party will 
Transfer to the Pledgor all Posted Credit Support and the Interest Amount, if any. 

Paragraph 9. Representations 

Each party represents to the other party (which representations will be deemed to be repeated as of each date on 
which it, as the Pledgor, Transfers Eligible Collateral) that: 

(i) it has the power to grant a security interest in and lien on any Eligible Collateral it Transfers as the 
Pledgor and has taken all necessaiy actions to authorize the granting of that security interest and lien; 

(ii) it is the sole owner of or otherwise has the right to Transfer all Eligible Collateral it Transfers to the 
Secured Party hereunder, free and clear of any security interest, lien, encun1brance or other restrictions 
other than the security interest and lien granted under Paragraph 2; 

(iii) upon the Transfer of any Eligible Collateral to the Secured Party under the terms of this Annex, the 
Secured Party will have a valid and perfected first priority security interest therein (assuming that any 
central clearing corporation or any third-party financial intermediary or other entity not within the control of 
the Pledgor involved in the Transfer of that Eligible Collateral gives the notices and takes the action 
required of it under applicable law for perfection of that interest); and 

(iv) the performance by it of its obligations under this Armex will not result in the creation of any 
security interest, lien or other encu111brance on any Posted Collateral other than the security interest and lien 
granted under Paragraph 2. 
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Paragraph 1 O. Expenses 

(a) Ge11er11l. Except as otherwise provided in Paragraphs IO(b) and lO(c), each party will pay its own costs 
and expenses in connection with performing its obligations under this Annex and neither party will be liable for any 
costs and expenses incurred by the other party in connection herewith. 

(b) Posted Credit Support. The Pledgor will promptly pay when due all taxes, assessments or charges of any 
nahll"e that are imposed with respect to Posted Credit Support held by the Secured Party upon becoming aware 
of the same, regardless of whether any portion of that Posted Credit Support is subsequently disposed of under 
Paragraph 6(c), except for those taxes, assessments and charges that result from the exercise of the Secured 
Party's rights under Paragraph 6(c). 

( c) Liquidatio11/Applic11tio11 of Posted Credit Support. All reasonable costs and expenses incurred by or on 
behalfof the Secured Party or the Pledgor in c01mection with the liquidation and!or application of any Posted 
Credit Support under Paragraph 8 will be payable, on demand and pursuant to the Expenses Section of this 
Agreement, by the Defaulting Party or, if there is no Defaulting Party, equally by the parties. 

Paragraph 11. Miseellaneons 

(a) Default luterest. A Secured Party that fails to make, when due, any Transfer of Posted Collateral or the 
Interest Amount will be obligated to pay the Pledgor (to the extent permitted under applicable law) an amount 
equal to interest at the Default Rate multiplied by the Value of the items of property that were required to be 
Transferred, from (and including) the date that Posted Collateral or Interest Amount was required to be 
Transferred to (but excluding) the date of Transfer of that Posted Collateral or Interest Amount. This interest will 
be calculated on the basis of daily compounding and the actual number of days elapsed. 

(b) Further Assura11ces. Promptly following a demand made by a party, the other party will execute, deliver, 
file and record any financing state1nent, specific assignn1ent or other doctnnent and take any other action that may 
be necessary or desirable and reasonably requested by that party to create, preserve, perfect or validate any 
security interest or lien granted under Paragraph 2, to enable that party to exercise or enforce its rights under this 
Annex with respect to Posted Credit Support or an Interest Amount or to effect or document a release of a 
security interest on Posted Collateral or an Interest Amount. 

(c) Further Protectio11, The Pledgor will promptly give notice to the Secured Party of, and defend against, 
any suit, action, proceeding or lien that involves Posted Credit Support Transferred by the Pledgor or that could 
adversely affect the security interest and lien granted by it under Paragraph 2, unless that suit, action, proceeding 
or lien results from the exercise of the Secured Party's rights under Paragraph 6(c). 

(d) Good Faith mul Commercially Reasonable Ma1111er. Performance of all obligations under this Annex, 
including, but not limited to, all calculations, valuations and deternlinations made by either party, will be made 
in good faith and in a connnercially reasonable n1anner. 

(e) Demrmds a11d Notices. All demands and notices made by a party under this Annex will be made as 
specified in the Notices Section of this Agreement, except as otherwise provided in Paragraph 13. 

(J) Specijicatio11s of Certai11 Matters. Anything referred to in this Annex as being specified in Paragraph 
13 also 1nay be specified in one or n1ore Confinnations or other docun1ents and this Annex \Vill be construed 
accordingly. 
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Paragraph 12. Definitions as Used in this Annex: 

As used in this Annex:-

"Cash" means the lawful currency of the United States of America. 

"Credit Support Amount" has the meaning specified in Paragraph 3. 

"C11st0<1i1111" has the meaning specified in Paragraphs 6(b)(i) and 13. 

"De/il1el'y /1111011111" has the 1neaning specified in Paragraph 3(a). 

"Disputiug Party" has the 1neaning specified in Paragraph 5. 

"Dlstl'ib11tio11s" ineans \Vith respect to Posted Collateral other than Cash, all principal, interest and other paytnents 
and distributions of cash or other property with respect thereto, regardless of whether the Secured Party has disposed 
of that Posted Collateral under Paragraph 6(c). Distributions will not include any item of property acquired by the 
Secured Party upon any disposition or liquidation of Posted Collateral or, with respect to any Posted Collateral in the 
fonn of Cash, any distributions on that collateral, unless other\vise specified herein. 

"Eligible Collateraf' means, with respect to a party, the items, if any, specified as such for that party in 
Paragraph 13. 

"Eligible Credit Support" means Eligible Collateral and Other Eligible Support. 

"Exposure" 1neans for any Valuation Date or other date for \vhich Exposure is calculated and subject to 
Paragraph 5 in the case of a dispute, the amount, if any, that would be payable to a party that is the Secured 
Party by the other party (expressed as a positive number) or by a party that is the Secured Party to the other party 
(expressed as a negative number) pursuant to Section 6(e)(ii)(2)(A) of this Agreement as ifall Transactions (or Swap 
Transactions) were being terminated as of the relevant Valuation Time; provided that Market Quotation 
will be determined by the Valuation Agent using its estimates at mid-market of the amounts that would be paid 
for Replacement Transactions (as that term is defined in the definition of"Market Quotation"). 

"I11depe11de11t A111011111" means, with respect to a party, the amount specified as such for that party in Paragraph 
13; if no an1ount is specified, zero. 

"lntel'est A11Jo11ut" 1neans, \Vith respect to an Interest Period, the aggregate sun1 of the an1ounts of interest 
calculated for each day in that Interest Period on the principal amount of Posted Collateral in the fmm of Cash 
held by the Secured Party on that day, determined by the Secured Party for each such day as follows: 

(x) the amount of that Cash on that day; multiplied by 

(y) the Interest Rate in effect for that day; divided by 

(z) 360. 

"fllferest Period" means the period from (and including) the last Local Business Day on which an Interest 
A111ount \Vas Transferred (or, if no Interest A1nount has yet been Transferred, the Local Business Day on \vhich 
Posted Collateral in the form of Cash was Transferred to or received by the Secured Party) to (but excluding) 
the Local Business Day on which the current Interest Amount is to be Transferred. 

"Interest Rate" means the rate specified in Paragraph 13. 

11Local Business Day," unless other\vise specified in Paragraph 13, has the ineaning specified in the Definitions 
Section of this Agreement, except that references to a payment in clause (b) thereof will be deemed to include 
a Transfer under this Annex. 
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"ftfi11i11111111 Transfer A111ou11t" nleans, 'vith respect to a party, the an1ount specified as such for that party in 
Paragraph 13; if no a1nount is specified, zero. 

"/Votificatio11 Tilue" has the meaning specified in Paragraph 13. 

"Obligations" means, with respect to a party, all present and future obligations of that party under this Agreement 
and any additional obligations specified for that party in Paragraph 13. 

"Otlter Eligible S11pport" means, with respect to a party, the items, if any, specified as such for that party in 
Paragraph 13. 

"Otlter Posted Support" means all Other Eligible Support Transferred to the Secured Party that remains in effect 
for the benefit of that Secured Party. 

"Pledgor" means either party, when that party (i) receives a demand for or is required to Transfer Eligible Credit 
Support under Paragraph 3(a) or (ii) has Transferred Eligible Credit Support under Paragraph 3(a). 

"Posted Collateraf' means all Eligible Collateral, other property, Distributions, and all proceeds thereof that have 
been Transferred to or received by the Secured Party under this Annex and not Transferred to the Pledgor 
pursuant to Paragraph 3(b), 4(d)(ii) or 6(d)(i) or released by the Secured Party under Paragraph 8. Any Interest 
Amount or portion thereof not Transfened pursuant to Paragraph 6( d)(ii) will constitute Posted Collateral in the 
form of Cash. 

"Poste1/ Credit Support" means Posted Collateral and Other Posted Support. 

"Recalculatiou Date" means the Valuation Date that gives rise to the dispute under Paragraph 5; provided, 
however, that if a subsequent Valuation Date occurs under Paragraph 3 prior to the resolution of the dispute, then the 
"Recalculation Date" tneans the n1ost recent Valuation Date under Paragraph 3, 

1'Reso/11tio11 1'i111e" has the meaning specified in Paragraph 13. 

"Return Amount" has the meaning specified in Paragraph 3(b). 

"Sec11red Party" means either party, when that party (i) makes a demand for or is entitled to receive Eligible 
Credit Support under Paragraph 3(a) or (ii) holds or is deemed to hold Posted Credit Support. 

"Specified Condition" means, with respect to a party, any event specified as such for that party in Paragraph 13. 

"Substit11te Credit S11pport" has the meaning specified in Paragraph 4( d)(i). 

"Substit11tion Date" has the meaning specified in Paragraph 4( d)(ii). 

"T!tres!told" n1eans, 'vith respect to a party, the an1ount specified as such for that party in Paragraph 13; if no a1nount 
is specified, zero. 

"Transfer" means, with respect to any Eligible Credit Support, Posted Credit Support or Interest Amount, and 
in accordance with the instrnctions of the Secured Party, Pledgor or Custodian, as applicable: 

(i) in the case of Cash, payment or delivery by wire transfer into one or more bank accounts specified 
by the recipient; 

(ii) in the case of certificated securities that cannot be paid or delivered by book-entry, payment or 
delivery in appropriate physical form to the recipient or its account accompanied by any duly executed 
instnnnents of transfer, assignn1ents in blank, transfer tax statnps and any other docu1nents necessary to 
constitute a legally valid transfer to the recipient; 

(iii) in the case of securities that can be paid or delivered by book-entry, the giving of written instrnctions to 
the relevant depository institution or other entity specified by the recipient, together with a written 
copy thereof to the recipient, sufficient if complied with to result in a legally effective transfer of the 
relevant interest to the recipient; and 

(iv) in the case of Other Eligible Support or Other Posted Support, as specified in Paragraph 13. 
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"Valuation Agent" has the meaning specified in Paragraph 13. 

"J7aluation Date" 1neans each date specified in or otherwise detennined pursuant to Paragraph 13. 

"Valuation Percentage" means, for any item of Eligible Collateral, the percentage specified in Paragraph 13. 

"J7aluation TiJne" has the 1neaning specified in Paragraph 13. 

"Value" means for any Valuation Date or other date for which Value is calculated and subject to Paragraph 5 
in the case of a dispute, \Vith respect to: 

(i) Eligible Collateral or Posted Collateral that is: 

(A) Cash, the amount thereof, and 

(B) A security, the bid price obtained by the Valuation Agent multiplied by the applicable Valuation 
Percentage, if any; 

(ii) Posted Collateral that consists of items that are not specified as Eligible Collateral, zero; and 

(iii) Other Eligible Support and Other Posted Support, as specified in Paragraph 13. 
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MSCS/Louisville Gas and Electric Company 

Paragraph 13. Elections and Variables 

(a) Security Interest/or "Obligations." The tenn "Obligations" as used In this Annex does not include any 
additional obligations. 

(b) Credit Support Obligations 

(i) "Delivery Amount," "Return Amount" and "Credit Support Amount" each has the meaning 
specified in Paragraph 3. 

(ii) Eligible Collateral. The following items will qualify as "Eligible Co/lllteral" for both Party A 
and Party B, each with a Valuation Percentage equal to the corresponding number in the table 
below: 

Valuation 
Eligible Collateral Party A Party Tl Percentage 

(A) Cash (X) (X] 100% 

(B) Other: As Party A and Party B agree from time to [X] [X) As the 
time in any other agreement, including In any parties 
Confirmation agree 

(iii) Oilier Eligible Support No other items will qualify as "0t'1er Eligible Support." 

(iv) Th resit olds 

(A) "Independent Amoulll" means, with respect to Party A: zero. 

"Independent Amount" means, with respect to Party Band a particular Transaction: any 
Independent Amount specified in the related Confirmation. 

(B) "Tltreshold"means, with respect to Party A: $25,000,000. 

"Tftreshold" means, with respect to Party B: $25,000,000. 

(C) "Minimum Transfer Amount" means, with respect to Party A: $1,000,000. 

"Minimum Transfer Amoum" means, wrn1 respect to Party B: $1,000,000. 

(D) Rounding. The Delivery Amount and the Return Amount will be rounded to the nearest 
integral multiple of$1,000. 

(c) Valuation and Timing; Dispute Notification a11d Tlm/11g; Average Amount a11d Timing 

(i) 

(ii} 

0199906.02 

"Valuation Agent" means, for the purposes of Paragraphs 3 and 5, the party making the demand 
under Paragraph 3; for the purposes of Paragraph 6(d), the Secured Party receiving or deemed to 
receive the Distributions or the Interest Amount, as applicable; and, for the purposes of calculating 
Value in connection with substitutions pursuant to Paragraph 4(d), the Secured Party. 

'
1Valuation Date" means each Local Business Day. 

11 



(iii) "Valuation Time" means the close of business on die Local Business Day before the Valuation 
Date or date of calculation, as applicable, or any time on the Valuation Date or date of calculation, 
as applicable; provided that the calculations of Value and Exposure will be made as of 
approximately the same time on the same date. 

(iv) "Notification 77me"means 10:00 a.m., New York time, on a Local Business Day. 

(d) Conditions Pr,cedent and Secured Party's Rights and Remedies. The following Termination Event{s) 
shall be a "Specified Co11dition" for the party specified (that party being the Affected Party if the 
Termination Event occurs with respect to that party): 

(e) 

Specified Condition Party A Party B 

Illegality [X] [X] 

Tax Event [X] [X] 

Tax Event Upon Merger [XJ (X] 

Credit Event Upon Merger [X] (X] 

[Additional Termination Event(s):] 

( l [ l 

Substitution 

{i) "Suhstilut/011 Date" has the meaning specified in Paragraph 4(d)(ii). 

(ii) Co11se111. The Pledgor need not obtain the Secured Party's consent for any substitution pursuant 
to Paragraph 4( d). 

(f) Dispute Resolut/011 

(i) "Resolution Time" means the close of business on the same Local Business Day where a notice of 
a dispute under Paragraph 5 is provided by the Notification Time; or if a notice of a dispute under 
Paragraph 5 is provided after the Notification Time, the close of business on the following Local 
Business Day. 

(ii) Value. For the purpose of Paragraphs S(i)(C) and S(ii), the Valuation Agent shall calculate the 
'{alue of Posted Credit Support by reference to third party sources it deems reasonable (e.g., a 
Reuters Screen) or if such method is not practicable, in accordance with standard market practice. 

(iii) Alternative. The first paragraph of Paragraph 5 is replaced by the following: 

"If a party (a "Disputing Party") disputes (!) the Valuation Agent's calculation of a 
Delivery Amount or a Return Amount or (II) the Value of any Transfer of Eligible Credit 
Support or Posted Credit Support, then: 

(I) the Disputing Party will notify the other party and the Valuation Agent (if the 
Valuation Agent is not the other party) not later than the close of business on either: 

(A) the same Local Business Day as (X) the date that the demand is made under 
Paragraph 3 in the case of (I) above, if such demand is made by the Notification 
Time on such date; or (Y) the date of Transfer in the case of (ll) above, if such 
Transfer is made by the Notification time on such date; or 

0199906.02 12 



(B) the Local Business Day following (X) the date that the demand is made 
under Paragraph 3 in the case of (!) above, if such demand is made after the 
Notification Time on such demand date; or (Y) the date of Transfer in the case 
of (II) above, if such Transfer is made after the Notification Time on such 
Transfer date; 

(2) subject to Paragraph 4(a), the appropriate party will Transfer the Average Amount to 
the other party not later than the close of business on either: 

(A) the same Local Business Day as (X) the date that the demand is made under 
Paragraph 3 in Ute case of (I) above, if such demand is made by the Notification 
Time on such date; or (Y) the date of Transfer in the case of (II) above, if such 
Transfer is made by the Notification Time on such date; or 

(B) the Local Business Day following (X) the date that the demand is made 
under Paragraph 3 in the case of (I) above, if such demand is made after the 
Notification Time on such demand date; or (Y) the date of Transfer in the case 
of (11) above, if such Transfer is made after the Notification Time on such 
Transfer date; 

(3) the pnrties will consult with each other in an atte~pt to resolve the dispute; and 

(4) if they fail to resolve the dispute by the Resolution Time, then:" 

(g) Holding arrd Using Posted Collateral 

(i) Eligibility to Hold Posted Collateral; Custodians. Party A and its Custodian will be entitled to 
hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions 
applicable to it are satisfied: 

(I) Party A _is not a Defaulting Party. 

(2) Posted Collateral may be held only in the United States. 

(3) Initially, the Custodian for Party A is, with respect to Cash, Citibank, New York, and 
with respect to all other Posted Collateral, The Bank of New York, in an account in the 
name of Morgan Stanley & Co. Incorporated. 

Party B and its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b ); 
provided that the following conditions applicable to it are satisfied: 

(I) Party Bis not a Defaulting Party. 

(2) Posted Collateral may be held only in the United States. 

(3) Initially, the Custodian for Party Bis--------

(it) Use of Posted Collateral The provisions of Paragraph 6(c) will apply. 

(h) Distributions and Interest Amount 

(i) 

0199906.02 

"Interest Rate" means USO-Federal Funds-H.15. The Interest Rate is calculated on an actual/360 
basis and is not subject to compounding. 

13 



(ii) Transfer of Interest Amount. The Transfer of the Interest Amount will be made on the last Local 
Business Day of each calendar month and on any Local Business Day that Posted Collateral in the 
fonn of Cash is Transferred to the Pledger pursuant to Paragraph 3(b). Party A agrees to provide 
such infonnation as Party B may reasonably require regarding the Interest Amount due from Party 
B to Party A with respect to any Posted Collateral in the fonn of Cash (provided, that any delay or 
failure by Party A to provide such infonnation will not constitute an Event of Deafult under this 
Agreement). Accordingly, and notwithstanding the first sentence of this paragraph, Party B will 
have no obligation to Transfer an Interest Amount until it has received such information from 
Party A; provided, that interest shall continue to accrue on any Posted Collateral in the form of 
Cash (and on any Interest Amount(s) that Party B would have been required to Transfer but for 
such delay by Party A) notwithstanding any delay by Party A to provide such information to Party 
B. 

(iii) Altemative to Intertsl Amount. The provisions of Paragraph 6(d)(ii) will apply. 

(i) Addltlottal Represenlation(s). Not Applicable 

0) Other Eligible Support and Otlter Posted Support 

"Value" and "Transfer" with respect lo Other Eligible Support and Other Posted Support means: Not 
applicable. 

(k) Demands and Notices. All demands, specifications and notices to Parry A under this Annex will be made 
to: 

Morgan Stanley Capital Services Inc. 
1585 Broadway 
3rd Fl. - DPG Controllers 
New York, NY 10036 
Attn: DPG Collateral Manager 

Telephone No.: (212) 761-2628 
Facsimile No.: (212) 76 i·0580 

and all demands, specifications and notices to Party B under this Annex will he made to: 
• 

Louisville Gas and Electric Company 
220 W. Main Street 
Louisville, KY 40202 
Attn: Treasurer 

; provided, lhat any demand, specification or notice to either party may be made by telephone ("Telephone 
Notice'') between duly authorized employees of each parry If such Telephone Notice is confirmed by a 
subsequent written instruction (which may be delivered via facsimile) by the close of business of the same 
day that such Telephone Nolice is given. 

(I) Addresses for Transfers 

Party A: 

Cash: Citibank, New York 
ASA No.: 021 000 089 
Account No.: 4072-4601 
SIC: CITIUS33 
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Party B: 

Cash: PNC Bank, Kentucky 
ABA No.: 083 000 108 
Account No.: 3000047443 
for credit to Louisville Gas and Electric Company 

(m) Other Provisions 

(i) Paragraph 4(b) of the Annex is replaced by the following: 

''(b) Transfer Timing. Subje<:t to Paragraph 4(a) and 5 and unless otherwise specified, if 
a demand for the Transfer ofEligible Credit Support or Posted Credit Support is made by 
the Notification Time, then the relevant Transfer will be made not later than the close of 
business on the same Local Business Day; if a demand is made after the Notification 
Time, then the relevant Transfer will be made not later than the close of business on the 
following Local Business Day." 

(ii) Paragraph 7 of the Annex is modified by adding to line 3 of subparagraph (i) after the word 
"paltY" and before the semicolon the phrase "or that party fails to comply with any of the 
obligations under Paragraph 13(g)(i) and that failure continues for two Local Business Days after 
notice of that failure Is given to that party''. 

(iii) Paragraph 12 of the Annex Is modified lo add the following definition: 

(iv) 

Ot99906.02 

'"Average Amount' means an amount divided by two, where such amount is the sum of: 

I. the Credit Support Amount calculated by the Valuation Agent, and 

2. the Credit Support Amount calculated by the Disputing Party." 

Notwithstanding any other provision in this Agreement to the contrary, no full or partial failure to 
exercise and no delay in exercising, on the part of Party A (or its Custodian) or Party B (or Its 
Custodian), any right, remedy, power or privilege pennitted with respect to transfer timing (or any 
other deadline) pursuant to Paragraph 4(b), as replaced by Paragraph 13(m)(i) (or any other 
applicable provision}, regardless of the frequency or constancy of such failure or delay, shall 
operate in any way as a waiver thereof by such party. 
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' ' 

IN WITNESS WHEREOF, the parties have executed this Credit Support Annex by their duly 
authorized officers as of the date hereof. 

0199906.02 

MORGAN STANLEY CAPITALSERVICES INC. 

By:_/________,,~~__,___,_.__ 
Name: 
Title: TERRENCE . YA G 

VICE PRESIDENT 

LOUISVILLE GAS AND ELECTRIC COMPANY 

By:__._t!.~W~IP!JJ~-
Name: 
Title: 

16 

Charles A. Markel, III 
Treasurer 
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MORGAN STANLEY 
10 !Jeccmbcr 2003 

To: LOUISVILLE OAS AND BLBC!'RIC COMPANY 
Attn: Dan Arbough 
F.x: 15026274742 

t'rum: MORGAN STANLEY CAPITAL SERVICES INC. 

Re~ Swap 'fransaction Rer. No. AUClP 

De11r Sir or I\Iadam: 

The purpose of this letter agreement is to set forth the te1n1s and conditions of the transaction entered into between 
MORGAN STANLEY CAPITAL SERVICES lNC. and LOUISVILLE OAS AND ELECTRIC COMPANY on the Trade 
Date specified below (the ''Transaction"). This facsimile constitutes a "Confirmation'' as referred to in. the Agreement as 
specified below. 

The definitions and provisions contained in the 2000 ISDA Definitions (the' 'Definitions") as publishe<I by the 
lnt1..wational Swaps and Derivatives Association, Inc. (1'1SDA'') are incorporated into this Confirmation. Por these 
purposes, all references in the Definitions to a "Swap transaction» shall bo deemed to apply to the Transaction referred to 
herein, 1n the event of any inconsistency between !he Definitions and this Confirmation, this Confinnation will govern, 

Thi& Confirmation supplements, forms part of, anti is subject to the ISDA Master Agrccn1ent dated as of 12 December 
1997 , as amended and supplemented frorn time to- time (the ''Agreement 11

), between MORGAN STANLEY CAPITAL 
SERVICES INC. and you. All provisions contained in the Agreement govern thls Confimiation except as expressly 
1nodificd belo\v. 

The terms of the particular Tr0nsaction to which this Conflrnu1tton relates are as follows: 

Party A: 

Party A Cre<lit Support: 
Party B: 
Party A and Party B Credit Support: 
Notiona 1 Amount: 
Trade Date; 
Effe<:tive Date: 
Tenninalion Date: 

Floating Amounts 
Floating Rate Payer: 
Floating Rate Payer Notional Amount: 

Floating Rate Payer Pay1ncnt Dates; 

MORGAN STANLEY CAPITAL SERVICES INC. 
Pay1nents guaranteed by Morgan Stanley 
LOUISVILLE OAS AND ELECTRIC COMPANY 
Credit Support Annex dated as of 12 December 1997 
USD 32,000.000 
09 Decembcr2003 
11 Dece1nbcr 2003 
01 October 2033. subject to adjustinent in accordance with the Modified 
Following Business Day Convention. 

Purty A 
usD n.000.000 

On 1 January, l February, 1f\1arch,1April1 t1'ia.y1 l June, 1 July, l Augusl, l 
September, 1 October, 1 November And 1 December in each year, fron1 and 
including 1 January 2004 to and including 01 October 2033, subject to 
adjustment in accordance with the Modified Following Business Day 
C(lnvention 

- ~ ----~--- -- -- --
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Clll.G 

F1oating Rate for Initial Calculation 
Period: 
Floating Rate Option; 
Designated Maturily: 
Floating R~te Formula: 
Floating Rate Day Count Fraction: 
Reset Dates: 

Fix<'d Amounts 
Fixed Rate Payer: 
Fixed Rate Fayer N{)tion:d Amount: 

Fixed Rate Payer Payment Dates: 

Fixed Rate: 

Pixed Rate Day Count Fraction: 

Business Days for Payment 
(',alculation Agent: 

Other Provisions: 
None 

Account Deta.ib: 
Account for pay1nents to Party A: 

T9l. D l G: JiOCid CTHA I :!£;J:flH 

l.16875 % 

USD·UBOR·BllA 
l Month Except for the Initial Calculation Period as specified above 
68.00000 % * Floating Rate Option 
ACTUAU360 
The first day of each Calculation Period 

PartyB 
USD 32,000,000 

B8:6G 

On 1January,1Pebtuary,1ivtarch,1April,1 May, l June, 1July,1 August, l 
September, 1 October, 1 Nove1nbct And 1 December in each year, from and 
including 1 January 2004 to and including 01 October 2033, subject to 
adjustn1entin accordance with the Modified Following Business Day 
Convention 

3.64500 % 

301360 

London And New York 
Party A, or as specified in the Agreement 

',i;, 'N ,\3'1NVJ.S NV~llOJ{ 
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Account for payments in USD : 

Account for payments to Party B: 
A_ccount for payments in USO : 

Documentation and Opt:rations 
Contnctg: 
Docurnenlatlon: 

Operations: 

Conflrn1ation: 

Citibank, New York 
ABA No: 021 000 089 
NC No: 4072-4601 
AJC Morgan Stanley capital Services 

Please supply details 

Telephone New York (212) 761 2630 
Facsimile New York (212) 7619662 
Telephone New York (212) 7614662 
Facsimile New Yorl< (718) 754 8494 

88:51'J 

Plea>:e confirm that the foregoing correctly sets forth the tenns of our agree111ent by execuLing a copy Of this Confinnation, 
our Reference No. AUClP, and returning it tO us by sending to us a facsimile substantially similar to this facsimile \vhich 
sets forth the 1naterial temis of the Transaction to which this Confiro1ation relates and indicates agreement to those tcnns. 
'Vii'e are <leJighted to have executed this Transaction \Vith you and look forward to working with you again. 

Yours sincerely, 

lJy: ______ _ 
Name: George James 
11tle: ft1anagiug Director 
MORGAN STANLEY CAPITAL SERVICES INC. 

lJy:_G(;,lal~~Lfl~.lt/.~ 
Nunie: 
Title: 

OT LO f9L 616 XV:l OT: l l t0/1117.1 



1 I Dccc1nber 2003 

To: LOUISVILLE GAS AND ELECTRIC COMPANY 
Attn: ])an Arbaugh 
f'a>: 15026274742 

Fro1n: i\tl()H.GAN STAl\'LEY CAPJTAJ, SEUVfCES INC. 

llc: S\vaµ Tra1u;action H.ef. No. AUClN 

Dear Sfr or i\'Iada1n: 

The purpose of this leuer agree1nent is to set forth the tenns and conditions of the transaction entered into bet\vee-n 
MORGAN STA1\1LEY CAPITAL SERVICES lNC. and LOUISVILLE GAS AND ELECTRIC C0}..1PANY on the Trade 
Date specified below (the "Transaction"). 111is facsin1ile constitutes a ''Confinnation" as 1efcnl;':d to in the 1\.gree111ent as 
specified belo\\', 

The definitions (Ind provisions cont(lincd in the 2000 ISDA Definitious (the "Dcfinilions") as published by the 
Intc1nation<'ll S\v<ips and Derivatives Associ<ltion, lnc. ("ISDA") nre inCOIJ>Orated into this Confinnation. For these 
purposes, all references in the Definitions to a "Swnp Transaction" shnll be dee1ned to apply to the ·rrn11s<1ction referred to 
herein. In the event of any inconsistency between the Definitions and this Confirmation, this Confirnrntion \Vill govern. 

This Confinnation supple1nents, fonns part of, and is subject to the ISDA 1-fastcr Agree1nent dated as of 12 I}ece1nber 
1997 , as mnended and supple1nentcd fron1 tiine to ti1ne (the "Agreen1ent"), between ·[o.,fORGAN STAi'-JLE''{ CAPIT1\L 
SERVICf-:...'> INC. and you. All pro-visions contained in the Agncc1ncot govern this Confinnation except as expressly 
n1odified below. 

'11H: tcrn1S of the particular Transaction to which this Confirrnation relatc.-s arc as follo\·rs: 

Pmty A: 

Party A Credit Suppo11: 
P<uty B: 

Party J\ and Party B Credit Support: 
Notional A:rnount; 

'l'rade l)nlc: 
Effective Date: 

Tenuination l)ate: 

li!oating A1nounts 

Floaling Rate Pnycr: 
floating R<ite Payer Notion<il An1ount: 

filoatiug Rnte Payer Pay1nent Dates: 

12-11-f}S e9:26 

MORGAN STANLEY CAPJTAL SERVJCES lNC. 
P;;y1nents guaranteed by Morgan Stanley 
T,OUTSVILLE GAS AND Ef.ECTRIC COMPANY 
Credit Support Annex dated ns of l2 l)ccc1nhcr 1997 
USD 32,000,000 
09 Decen1ber 2003 
11 Deccniber 2003 

01 October 2033, subject to adjnstrnenl in accordante with the "l\1odificd 

Follo\ving Business Day Convention. 

Party A 
USD 32,000,000 

On 1 J(lnuary, l Febnrnl.y, 1 March, J April, l 11ay, 1 June, 1 July, J Augusl, 1 
Septe1nber, l Octobc:r, 1 Novcntber And J Decen1bcr in each year, fron1 <1nd 
including l JanUfff)' 2004 to find including 01 October 203~1, :-;ubjccl to 
adjustJ.nent in accordance with the ~ .. fodified Pollo\.ving Business l)ay 
Convention 

REF M 9496029A001 PAGE 
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Floating Rate for Tnitial Calculation 
Period: 
Flonting Rate Option: 

Designated Mnturity: 

Floating R<lte Fonnula: 

Floating Rate Dlly Count Fraction: 
Reset Dates; 

Fixed A1nounts 
Fix.cd Rillc P<1yer; 
Fixed Rate Payer Notional A111oun1: 

Pixed Rate Pllycr Pl!y1nent Dates: 

Fixed Rate: 

Fixed Riltc Day Count Fraction: 

Business Days for Pay1nent 

Calculation Agent: 

Other Provisions: 
None 

Account Details: 
Account for pay1ncnts to Party A: 

09:25 

1.168.75 *· 
USD-LlBOR-BBA 
l 1·1onth Except for the fnitial Calculation Period as specified above 

68.00CQO o/o * floating R<lte Option 
ACfUAU360 
The first day of e<1ch Calculation Period 

Party B 
USD 32,000,000 

On 1 January, 1 February, 1 March, 1 April. 11'.1ay, 1June,1 July, 1 August, 1 
Septe1nber, l October, l Noveinbcr And 1 Dece1nber in each year, frmn find 
including l January 2004 to and including 01 October 2033, subject to 
adjusllnent in accordance with the 1fodified Following Business Day 
Convention 

3.65700 % 

30/360 

London And New York 

Pmiy A, or a<> specified in the Agreen1ent 

REF # 9496028A001 
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Acc:ount for pay1ncnts in USD : 

Account for pay1nents to Party Il: 
Account for pay1nents in lJSD : 

J)ocu1ncntatio11 and Operations 
Contacts: 
l)ocun1cntation: 

Openitions: 

Confirn1ation: 

CiLib<lnk, Ne\\' York 
ABA No: 021 CXX)0&9 
AIC 1•-.To: 4072-4601 
1VC 11organ Stanley Capital Services 

Plc<1se supply det<1ils 

Telephone New York (212) 761 2630 
Facsin1ile New York (212) 7619662 
Telephone New York (212)7614662 
Facsilnile Ne\v l,..ork (71&) 754 8494 

Please confinn that the foregoing correctly sets forth the tern1s of our Jgreen1ent by executing A copy of this Confinnation, 
our Reference No. AUClN, and rcttuning it lo us by sending lo U<>. a facsilnile substantially similar to this facsicnile which 
sets forth the n1aterial terrns of the Transaction to which this Confinuation reh1te5. and indicates agrecnient to those tenns. 
\Ve are delighted to have executed this Transaction with you Hnd Jook forward to \Vorking with you again. 

Yours sincerely_, 

By: _________ _ 

Nlln1e: George Jatnes 
Title: Ntauaging J)ircctor 
MORGAN STANLEY CAPITAL SERVICES lNC. 

By: __ '(A~~4--' 
Na1ne: 
Title: 
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