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

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

June 30, 2014

The applicant’s generating, transmission and distribution systems described herein are calculated
annually. As of December 31, 2013, the applicant had ownership in 11 and operated 9 coal fired
steam electric generating units having a total capacity of 2,642 Mw; had ownership in and
operated 14 combustion turbine generating units having a total capacity of 644 Mw; and owned
and operated 1 hydroelectric generating station, the operation of which is affected by the water
level and flow of the Ohio River, having a total capacity of 54 Mw.

The applicant's owned electric transmission system included 45 substations (32 of which are
shared with the distribution system) with a total capacity of 7 million kVA and 675 pole miles of
lines. The distribution system included 97 substations (32 of which are shared with the
transmission system) with a total capacity of 5 million kVA, 3,886 circuit miles of overhead
lines and 2,419 underground cable miles.

The applicant’s natural gas transmission system includes 4,272 miles of gas distribution mains
and 388 miles of gas transmission mains, consisting of 255 miles of gas transmission pipeline,
126 miles of gas transmission storage lines, 6 miles of gas combustion turbine lines, and 1 mile
of gas transmission pipeline in regulator facilities. Five underground natural gas storage fields,
with a total working natural gas capacity of approximately 15 Bcf, are used in providing natural
gas service to ultimate consumers.

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

The net original cost of the property and cost thereof to the applicant at June 30, 2014, was:

Electric Gas Common Total

Original Cost $ 4,799,532,858 $ 930,632,209 $§ 263,783,034 $§ 5,993,948,101
Less Reserve for

Depreciation 1,743,799,640 203,198,754 123,730,094 2,070,728,488 *
Net Original Cost 3,055,733,218 727,433,455 140,052,940 3,923,219,613
Allocation of Common
To Electric and Gas 99,437,587 40,615,353 (140,052,940) -
Total $ 3,155,170,805 $ 768,048,808 $ - $ 3,923,219,613
* Excludes $303,641,028 related to cost of removal reserves that is not included in the

reserve in the Financial Statements and Additional Information, but instead is included as a
regulatory liability.
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State ﬂrpnmﬁan Commission

CERTIFICATE OF GOOD STANDING

I Certify the Following from the Records of the Commission:

That KENTUCKY UTILITIES COMPANY is duly incorporated un'deyr the law of the Commonwealth of
Virginia;

That the date of its incorporation is November 26, 1991;
That the period of its duration is perpetual; and

That the corporation is in existence and in good standing in the Commonwealth of Virginia as of
the date set forth below.

Nothing more is hereby certified.

Signed and Sealed at (chﬁmomf on tﬁzs Date:
September 8, 2014

CISECOM
Document Control Number: 1409085644
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KENTUCKY UTILITIES COMPANY
(807 KAR 5:001, Section 11, Item 1 (a))

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

June 30, 2014

The applicant’s generating, transmission and distribution systems described herein are
calculated annually. As of December 31, 2013, the applicant had ownership in 12 and
operated 10 coal fired steam electric generating units having a total capacity of 3,273
Mw; owned and operated a hydroelectric generating station having a total capacity of 24
Mw; and had ownership in and operated 16 gas/oil peaking units having a total capacity
of 1,442 Mw.

The applicant's owned electric transmission system included 137 substations (57 of which
are shared with the distribution system) with a total capacity of 14 million kVA and 4,079
pole miles of lines. The electric distribution system included 480 substations (57 of
which are shared with the transmission system) with a total capacity of 7 million kVA,
14,116 circuit miles of overhead lines, and 2,288 underground cable miles.

KU’s service area includes an additional 11 miles of gas transmission pipeline providing
gas supply to natural gas combustion turbine electrical generating units.

Other properties include office buildings, service centers, warehouses, garages and other
structures and equipment.

The net original cost of the property and cost thereof to the applicant at June 30, 2014,
was:

Utility Plant

Original Cost

Production Plant $ 4,718,365,245

Distribution Plant 1,574,569,514

Transmission Plant 754,726,033

General Plant 164,687,889

Intangible Plant 77,623,591

Construction Work in Progress 1,055,232,710
Total Plant at Original Cost $ 8,345,204,982
Less Reserve for Depreciation 2,329,696,260 *

Net Original Cost $ 6,015,508,722




* Excludes $390,704,092 related to cost of removal reserves that is not included in

the reserve in the Financial Statements and Additional Information, but instead is
included as a regulatory liability.
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To: Bluegrass Generation Company, LLC
¢/o LS Power Hquity Advisors, LLC
1700 Broadway, 35" Floor
New York, NY 10019
Attt General Counsel

C: Bluegrass Generation Company, LLC
c/o LS Power Development, LLC
400 Chesterfield Center, Suite 110
~ St. Louis, MO 63017
Attn: Adam Gassaway

From: Louisville Gas and Electric Company (“LG&E”) and Kentucky Utilities Company (“KU™)

Date:  September 12, 2014

Re: Reallocation of interests under Capacity Purchase and Tolling Agreement (the “Agreement”)
between LG&E and KU as Buyers and Bluegrass Generation Company, LLC as Seller

Pursuant to Section 16.8 of the Agreement, the Buyers are hereby notifying the Seller of the Buyers’
intent to re-allocate the rights, obligations and liabilities hereunder as follows:

100% to LG&E
0% to KU

The Buyers further clarify that notwithstanding any given allocation percentage, they may from time o
time delegate the performance of an obligation to an affiliate; provided that notwithstanding any such
delegation, each Buyer shall remain fully responsible for all obligations under the Agreement, including
by ensuring performance of the obligation by such affiliate, to the extent of its allocated share.

Please evidence Seller’s agreement to this allocation and its waiver of the 30-day notice under Section
16.8 by executing on behalf of Seller where indicated below. Seller agrees that this allocation shall be
effective when the acknowledged notice is received by Buyers.

Acknowledged and agreed:

Bluegrass iie?'«xtim Company, LLC

By: @ % il
Name: |, ”;iu’ié{/ f‘)«’? e §

Its: g ZJZF
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CAPACITY PURCHASE AND TOLLING AGREEMENT

This CAPACITY PURCHASE AND TOLLING AGREEMENT (this “Agreement”),
dated as of August 26, 2014 (the “Execution Date™), is among Louisville Gas and Electric
Company, a corporation organized and existing under the laws of the Commonwealth of
Kentucky (“LG&E™), Kentucky Utilities Company, a corporation organized and existing under
the laws of the Commonwealth of Kentucky (“KU”; LG&E and KU are sometimes referred to
individually as “Buyer” and collectively (and severally liable as provided herein) as the
“Buyers”), and Bluegrass Generation Company, LLC, a limited liability company organized and
existing under the laws of the State of Delaware (“Seller”).

WITNESSETH:

WHEREAS, Buyers are engaged in the distribution and sale of electricity to the public in
the Commonwealths of Kentucky and Virginia and the state of Tennessee; and

WHEREAS, Seller owns and contracts with a third party to operate three Natural Gas-
fired simple cycle electric generating units rated at approximately one hundred sixty five (165)
MW each at a facility in Oldham County, Kentucky (as more fully defined in Section 1.1, the
“Facility™);

WHEREAS, Buyers intend to purchase Contracted Capacity and provide the Natural Gas
necessary to generate the associated Energy pursuant to this Agreement in order to fulfill their
load obligations; and

"WHEREAS, Buyers have agreed to purchase from Seller, and Seller has agreed to sell to
Buyers on a Scheduled basis, one hundred sixty five (165) MWs of Capacity for tolling from the
Unit as defined herein, all in accordance with the provisions of this Agreement.

NOW, THEREFORE, for and in consideration of the premises, the mutual promises and
agreements set forth herein and other ggopd and valuable consideration, the receipt, sufficiency
and adequacy of which are hereby acknowledgéd, Buyers and Seller, each intending to be legally

bound, agree as follows: ¥

ARTICLE 1
DEFINITIONS

1.1 Certain Definitions. The following initially ciépitalized terms and phrases as and
when used in this Agreement shall have the respective meanings set forth below:

“Adjustment Period” has the meaning assigned in Section 7.2(c).

“Affiliate” means, with respect to a Person, each other Person that directly, or indirectly
through one or more intermediaries, controls, is controlled by or is under common control with
such designated Person. For purposes of this definition (i) “control” or “controlled by” and
“under common control with” shall mean the possession of the power to direct or cause the
direction of the management and policies of an entity, whether through the ownership of voting
stock or partnership interest, by contract or otherwise and (ii) it shall be assumed that the direct

1
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or indirect owner of more than fifty percent (50%) of the outstanding stock or other equity
interest of a Person has “control” of such Person.

“Agreement” has the meaning assigned in the preamble.
“Air Permits” has the meaning assigned in Section 8.3.

“Alternate Source™ has the meaning assigned in Section 4.2.

“Alternate Source Temporary Arrangements” has the meaning assigned in Section 4.2.

“Ancillary Services” means all ancillary commercial products produced by the Unit,
including spinning reserves, operating reserves, black start capability, balancing energy,
regulation service, reactive power and voltage control.

“Annual Period” means a calendar year from January 1 through December 31.

“Authorized Representatives” has the meaning under Section 19.4.

“Business Day” means any Day excluding Saturday, Sunday and NERC-defined
holidays.

“Buyer” and “Buyers” have the meanings assigned in the preamble.
“Capacity” means generating capacity measured in kW or MW.

“Change of Control Transaction” means, in respect of Seller, any transaction or series of
related transactions which, if consummated, would result in Seller being an Affiliate of another
ultimate parent entity immediately after such transaction. For purposes of this definition,
Seller’s ultimate parent entity is the Person who directly or indirectly controls more than fifty
percent (50%) or more of such Person’s outstanding capital stock or other equity interests having
ordinary voting power and who does not itself have an ultimate parent entity.

 “Confidential Information” means business or technical information rightfully in the
possession of either Party, which information derives actual or potential commercial value from
not being generally known or readily ascertainable through independent development or reverse
engineering by persons who can obtain economic value from its disclosure and use, and includes
information furnished or disclosed to the other Party in connection with discussions leading up to
execution of this Agreement, including this Agreement. Confidential Information must be
designated in writing as confidential by the Party supplying such information (the “Disclosing
Party™) to the other Party (the “Receiving Party”). Confidential Information does not include
information which: (a) is or becomes publicly available other than as a result of a violation of
this Agreement; (b) was, at the time of the disclosure, already in the Receiving Party’s
possession; (c) is disclosed to the Receiving Party by a third Party who, to the Receiving Party’s
knowledge, is not prohibited from disclosing the information pursuant to any agreement with the
Disclosing Party; (d) the Receiving Party develops or derives without the aid, application or use
of the privileged or proprietary information; or (e) the Receiving Party is required to disclose
pursuant to Legal Requirements. :

2
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“Consent” means any and all licenses, permits, franchises, agreements, approvals,
authorizations, consents, waivers, rights, exemptions, releases, variances, exceptions, or orders of
or issued by, or filing with, or notice to, any Governmental Authority under Legal Requirements,
including all applicable environmental certificates, licenses, permits and approvals.

“Contracted Capacity” has the meaning assigned in Appendix A.

“Costs” has the meaning assigned in Section 16.3(b).

“Day” means calendar day.

“Defaulting Party” has the meaning assigned in Section 16.3(a).

“Delivered Energy” has the meaning assigned in Appendix A.

“Delivery Excuse” has the meaning assigned in Section 15.7.

“Delivery Period” means the period from the Delivery Commencement Date until the end
of the Term.

“Delivery Commencement Date” means May 1, 2015.

“Designated Network Resource” or “DNR” has the meaning assigned to such term in the
OATT.

“Early Termination Date” has the meaning assigned in Section 16.3(a).

e SO

“Energy” means three-phase, 60-cycle alternating current electrical energy, and which
shall be expressed in megawatt hours (MWh) or kilowatt hours (kWh).

“Event of Default” means an event described in Section 16.1 for Seller and in Section
16.2 for Buyers.

“Execution Date™ has the meaning assigned in the preamble.

“Facility” means three Natural Gas-fired simple cycle electric generating units rated at
approximately one hundred sixty five (165) MW each at a facility in Oldham County, Kentucky
located at the Site and interconnected to the Transmission System at the Interconnection Point.

“Federal Power Act” means the Federal Power Act, 16 U.S.C. § § 791a et seq. (2006), as
such Act may be amended from time to time, and any successor statute of similar import.

“FERC” means the Federal Energy Regulatory Commission or any Governmental
Authority succeeding to the powers and functions thereof under the Federal Power Act.

“Force Majeure Event” has the meaning assigned in Section 15.1.
3 .
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“Forced Outage” means a time during which the Unit is not capable of normal operations
for reasons other than a Force Majeure Event, Delivery Excuse or.a Scheduled Outage.

“Gains” has the meaning assigned in Section 16.3(b).

“Gas Adjustment Period” has the meaning assigned in Section 5.3(d).

“Good Utility Practices” means, any of the practices, methods, standards and acts
engaged in or approved by a significant portion of the electric utility industry in the United States
operating combustion turbine facilities similar to the Facility, with due regard to any material -
differences between the size and type of such stations and the size and type of the Facility and
the Units and that, at a particular time, in the exercise of reasonable judgment in light of the facts
known or that should reasonably have been known at the time a decision was made, would have
been expected to accomplish the desired result consistent with (i) applicable Legal
Requirements; (ii) good business practices, reliability, economy, safety and expedition. Good
Utility Practices are not intended to be limited to the optimum practices, methods or acts to the
exclusion of all others, but rather to be acceptable practices, methods and acts generally accepted
in the United States, having due regard for, among other things, manufacturers’ warranties,
original equipment manufacturer’s recommendations and applicable Legal Requirements.

“Governmental Authority” means any federal, state, local or municipal governmental
" body; any governmental, quasi-governmental, regulatory or administrative agency, commission,
body or other authority exercising or entitled to exercise any administrative, executive, judicial,
legislative, policy, regulatory or taxing authority or power, including FERC, NERC or any
regional reliability council; or any court or governmental tribunal, in each case, having
jurisdiction over the Person or matter in question.

“Guaranteed Heat Rz?g” has the meaning assigned in Appendix B.

“Indemnified Party™ has the meaning assigned in Section 14.1.

“Indemnifying Party™ has the meaning assigned in Section 14.1.

“Interconnection Agreement” means that certain Interconnection Agreement dated as of
February 13, 2001, by and between Seller and the Transmission Provider that governs the
interconnection and parallel operation of the Facility with the Transmission System.

“Interconnection Facilities” means those facilities described in the Interconnection
Agreement as facilities that must be installed or modified in order to enable the Facility to
deliver Energy associated with the Contracted Capacity to meet Buyers’ Schedules from the
Facility to the Transmission System.

“Interconnection Point” means the point of connection between the Transmission System
and the Facility’s electrical facilities, as described in more detail in the Interconnection
Agreement, which is the LG&E Buckner (345kV) substation.
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“Interest Rate” means the interest per annum equal to the prime rate as published in The
Wall Street Journal, or comparable successor publication, under “Money Rates,” as applied on a
daily basis and compounded quarterly.

“KU?” has the meaning assigned in the preamble.
“kV” means kilovolt(s).
“kW” means kilowatt(s).

“Legal Requirement” means any law, code, statute, regulation, rule, ordinance, judgment,
injunction, order, permit or other requirement that is valid and applicable to the Person or matter
in question at the time of the execution of this Agreement or any time thereafter during the Term,
including any standards, operating policies or similar requirements of a Governmental Authority
having jurisdiction over the Person or matter in question.

“LG&E” has the meaning assigned in the preamble.

“LIBOR” means the rate per annum (rounded upwards, if necessary, to the nearest 1/100
of 1%) appearing on Reuters Screen LIBOR01 Page (or any successor page) as the London
interbank offered rate for deposits in dollars at approximately 11:00 a.m. (London time) two (2)
Business Days prior to the first. day of the applicable interest period for a term comparable to
such interest period.

“Losses” has the meaning assigned in Section 16.3(b).

“Maintenance Schedules” has the meaning assigned in Section 8.2(a).

“MMBtu” means one million British thermal units. One (1) MMBtu is equivalent to one
(1) Dekatherm.

“Monthly Availability Factbr” or “MAF” has the meaning assigned to it in Appendix A.

“Monthly Capacity Payment” has the meaning assigned in Appendix A.

“Monthly Fuel Adjustment” or “MFA” has the meaning assigned in Appendix B.
“Monthly Invoice” has the meaning assigned in Section 9.1(a). -

“Monthly O&M Payment and MFA” has the meaning assigned in Appendix B.
5
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“MW” means megawatt(s).
“MWh” means megawatt-hour(s).

“Natural Gas” means a mixture of hydrocarbon gasses that occurs with petroleum
deposits, principally methane, together with varying quantities of ethane, propane, butane, and
other gases, but excluding manufactured or artificial gas.

“Natural Gas Delivery Point” means the point of interconnection between the Facility and
the Texas Gas Transmission pipeline serving the Facility.

“Natural Gas Industry Standards” means those standards, practices, methods and acts
engaged in or approved by a significant portion of the Natural Gas Industry in the United States
that, at a particular time, in the exercise of reasonable judgment in light of the facts known or
that should have been known at the time a decision was made could have been expected to
accomplish the desired result consistent with good business practices, reliability, ecoﬂomy,
safety and expedition. Natural Gas Industry Standards are not intended to be limited to the
optimum practices, methods or acts to the exclusion of all others, but rather to be acceptable
practices, method and acts generally accepted in the Natural Gas Industry in the United States,
having due regard for, among other things, manufacturers’ warranties and applicable Legal

Requirements. !

: “Natural Gas Interconnection Agreement” means the Facilities Agreement, dated April 9,
2001, between Texas Gas Transmission Corporation and the Seller.

“Natural Gas Metering System” means all meters, metering devices and related
instruments used to measure and record Natural Gas consumed by the Unit, including any such
consumption meters downstream of the Texas Gas Transmission Facility meter.

“Natural Gas Pseudo Meter” has the meaning assigned in Appendix G.

“NERC” means the North American Electric Reliability Corporation, including any
successor thereto and subdivisions thereof.

“Net Worth” means the dollar value calculated by subtracting liabilities from total assets
(excluding goodwill and other intangible assets described in FASB Statement 142) as such terms
are determined in accordance with generally accepted accounting principles.

“Network Integrated Transmission Service™ has the meaning defined in the OATT.

“Non-Defaulting Party” has the meaning assigned in Section 16.3(a).
“OATT” means Buyers’ Open Access Transmission Tariff currently on file with FERC.

“Party” or “Parties” means either Buyers or Seller, or all of them, respectively.
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“Person” means any natural person, corporation, limited liability company, general
partnership, limited partnership, proprietorship, other business organization, trust, union,
association or Governmental Authority.

“Power Metering System” means all meters, metering devices and related instruments
used to measure and record Energy and to determine the amount of Energy that is delivered to
Buyers from the Unit at the Interconnection Point, including any unit meters behind the

Interconnection Point.

“Project” means the ownership, operation, management and maintenance of the Facility,
all of which being reasonably expected to enable Seller to fulfill its obligations under this

Agreement.

“Reliability Coordinator” means the entity that is the highest level of authority who is
responsible for the reliable operation of the Transmission System, has the wide area view of the
Transmission System, and has the operating tools, processes and procedures, including the
authority to prevent or mitigate emergency operating situations in both next-day analysis and

real-time operations.

“Schedule,” “Scheduled,” “Scheduling” and “Scheduling Instructions” mean instructions
issued by Buyers from the Scheduling Center to Seller with respect to the scheduling of Energy
in accordance with Article 6. Such Schedule shall be in a format agreed to by the Parties.

“Scheduled Energy” has the meaning assigned in Appendix A.

“Scheduled Qutage” means a time period during which the Contract Capacity from the
Unit is unavailable or partially unavailable due to the maintenance of the Unit or other
equipment at the Facility in accordance with Section 8.2 and Appendix D.

“Scheduling Center” means the scheduling center designated by Buyers from time to time

in writing as being the primary control point for Scheduling Instructions and other operational
notifications provided herein, including pursuant to Article 6 and Article 8.
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“Site” means the approximately sixty (60) acres of land in Oldham County,
Commonwealth of Kentucky, on which the Facility is located.

“System Alert” means that the Scheduling Center has determined pursuant to its
prevailing practices that conditions are expected to occur or have occurred that could jeopardize
the ability to meet projected loads in the electric system of LG&E and KU that has been

recognized by NERC as a control area.

“Taxes” means all taxes, fees, levies, licenses or charges imposed by any Governmental
Authority, other than taxes, levies, licenses or charges based upon net income or net worth,
together with any interest and penalties thereon.

“Term” has the meaning assigned in Section 3.1.

“Termination Payment™ has the meaning assigned in Section 16.3(b).

“Transmission Provider” means the owner or operator of the Transmission System
responsible for providing transmission service under the OATT.

“Transmission System” means the integrated high voltage electricity transmission
systems of LG&E and KU, as modified or expanded from time-to-time.

“Turbine Start” means one start of the Unit for each period that has Energy being
delivered to Buyers pursuant to the applicable Schedule in each hour (greater than zero MWs per

hour) until the hour that such Schedule returns to zero MWs. For the avoidance of doubt any,‘;.

failed starts of the Unit (for any reason) are not considered a Turbine Start.

“Unit” means Unit Number 3 at the Facility; if the Alternate Source femporary
Arrangements have been achieved, the Alternate Source will be treated as the “Unit” for such
‘period of time under this Agreement.

ARTICLE 2.
REPRESENTATIONS, WARRANTIES AND COVENANTS

: 2.1  Representations and Warranties of Seller. Seller hereby makes the following
representatlons and warranties to Buyers as of the date of this Agreement:

%

; (a) Seller is a limited liability company, duly organized, validly existing and
in good standing under the laws of the State of Delaware, and is qualified to do busmess and is in
good standing in the jurisdictions in which the conduct of its business or location of jts'assets and
properties makes such qualification necessary (including in the Commonwealth of Kentucky), is
the 'sole owner of the Facility, is causing the Facility to be operated and has the legal power and
authority to own its properties, to carry on its business as now being conducted and to enter into
this Agreement and to otherwise carry out the transactions contemplated hereby and perform all
obligations on Seller’s part to be performed pursuant to this Agreement.

(b) The execution, delivery and performance by Seller of this Agreement have
been duly authorized by all necessary limited liability company action, and do not and will not
8
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require any consents or approvals of Seller’s members or directors other than those which have
already been properly obtained.

(c) The execution, delivery and performance by Seller of this Agreement, and
the consummation of the transactions contemplated hereby, do not conflict with any of the terms,
conditions or provisions of any Legal Requirements applicable to Seller, any of Seller’s
organizational or governance documents, or any partnership agreement, deed of trust, mortgage,
loan agreement, other evidence of indebtedness or any other material agreement or instrument to
which Seller is a party or by which it or any of its property is bound, or result in a breach of or a
default under any of the foregoing.

(d)  This Agreement constitutes the legal, valid and binding obligations of
Seller that are enforceable in accordance with their terms, except as such enforceability may be
limited by bankruptcy, insolvency, reorganization or similar laws relating to or affecting the
enforcement of creditors’ rights generally or by general equitable principles, regardless of
whether such enforceability is considered in a proceeding in equity or at law.

(e) There is no pending or, to the knowledge of Seller, threatened action or

proceeding affecting Seller before any Governmental Authority that purports to materially
adversely affect the legality, validity or enforceability of this Agreement or that reasonably could
be expected to have a material adverse effect on Seller’s ability to perform its obligations under

this Agreement.

® There are no bankruptcy proceedings pending or being contemplated by
Seller or, to Seller’s knowledge, threatened against Seller.

2.2 Representations and Warranties of Buyvers. Each Buyer hereby makes the
following representations and warranties to Seller as of the date of this Agreement:

(a) Buyer is a corporation, duly organized, validly existing and in good
standing under the laws of every state in which it does business as a utility, including the
Commonwealth of Kentucky, and has the legal power and authority to own its properties, to
carry on its business as now being conducted and to enter into this Agreement and carry out the
transactions contemplated hereby and perform all obligations on Buyer’s part to be performed
pursuant to this Agreement.

(b)  The execution, delivery and performance by Buyer of this Agreement
have been duly authorized by all necessary corporate action, and do not and will not require any
consent or approval of Buyer’s board of directors or shareholders other than that which has

already been obtained.

(©) The execution, delivery and performance by Buyer of this Agreement, and
the consummation of the transactions contemplated hereby, do not and will not conflict with any
of the terms, conditions or provisions of any Legal Requirements applicable to Buyer, any of
Buyer’s organizational or governance documents, or any partnership agreement, deed of trust,
mortgage, loan agreement, other evidence of indebtedness or any other material agreement or
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instrument to which Buyer is a party or by which it or any of its property is bound, or result in a
breach of or a default under any of the foregoing.

(d) This Agreement constitutes the legal, valid and binding obligation of
Buyer that is enforceable in accordance with its terms, except as such enforceability may be
limited by bankruptcy, insolvency, reorganization or similar laws relating to or affecting the
enforcement of creditors’ rights generally or by general equitable principles, regardless of
whether such enforceability is considered in a proceeding in equity or at law.

(e) There is no pending or, to the knowledge of Buyer, threatened action or
~ proceeding affecting Buyer before any Governmental Authority which purports to materially
adversely affect the legality, validity or enforceability of this Agreement or that reasonably could
be expected to have a material adverse effect on Buyer’s ability to perform its obligations under

this Agreement.

® There are no bankruptcy proceedings pending or being contemplated by it
or, to its knowledge, threatened against it.

23 Seller Covenants. Seller hereby covenants and agrees that throughout the Term:

(@) No modifications to, or expansion of, the Unit that would have a material
adverse effect on Buyers’ rights or obligations under this Agreement will occur without the prior
written consent of Buyers, which consent shall not be unreasonably withheld, conditioned or

delayed.

(b) Except as otherwise provided pursuant to the provisions of this
Agreement, Seller will maintain the legal right to and will possess and operate or cause to be
operated the Facility and deliver the Capacity and associated Energy from the Facility to Buyers

in accordance with the provisions of this Agreement.

(©) Seller shall operate or cause to be operated the Facility at all times during
the Term in accordance with Section 8.1.

(d) Seller shall not interfere with, and shall take no position or take any
actions adverse to, Buyers’ efforts to qualify and maintain the Unit as a Designated Network
Resource pursuant to the OATT.

(e) Seller agrees that Buyers are not, and shall ensure that Buyers shall not be
deemed to be, the registered “Generation Owner” nor the “Generation Operator” for the Facility
as defined under and pursuant to NERC requirements.

® Seller agrees not to generate Ancillary Services from the Unit except to
the extent such generation is required by a Governmental Authority or the Transmission

Provider.

10
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ARTICLE 3
TERM OF AGREEMENT

3.1 Term. This Agreement shall become effective as of the date of this Agreement
and, subject to termination as provided in this Agreement, shall remain in full force and effect

through April 30, 2019 (the “Term”).

3.2  Survival. All provisions of this Agreement that expressly or by implication come
into or continue in force and effect following the expiration or termination of this Agreement
shall remain in effect and be enforceable following such expiration or termination.

3.3 Conditions Precedent.

€)] The Delivery Commencement Date shall not occur unless and until the
following events have occurred or been waived in writing by Buyers on or before April 15, 2015,
without extension by a Force Majeure Event or for any other reason:

@) DNR Status. Buyers shall have qualified the Unit as a Designated
Network Resource and Buyers are capable of scheduling the entire Contracted Capacity as a

Designated Network Resource.

(ii)  Network Integrated Transmission Service Arrangements. Buyers

shall have secured unconditional firm network transmission service from the Interconnection
Point for the Delivery Period, and any upgrades required in connection with such firm network
transmission service not to exceed fifty thousand dollars ($50,000.00) and to be completed by

April 1, 2015.

(iii) Necessary Regulatory Approvals. Buyers shall have received all
permits and approvals, and shall have satisfied all other Legal Requirements, including receiving
such approvals from the Kentucky Public Service Commission or the Virginia State Corporation
Commission, as Buyers choose to pursue in their sole discretion, with respect to the performance
of Buyers’ obligations and recovery of costs incurred hereunder.

(iv)  Natural Gas Pseudo Meter. Seller, Buyers and Texas Gas
Transmission have executed an agreement (to the extent all such parties need to execute) for the
Buyers’ use of the Unit’s Natural Gas Pseudo Meter in accordance with Appendix G.

W) Gas Transportation. Buyers shall have obtained firm Natural Gas

transportation service arrangements with respect to the operation of the Unit in an amount Sl
Mf the Delivery Period on a “no notice” basis.

(b)  Buyers shall diligently pursue satisfaction of the conditions precedent set
forth in Section 3.3(a); provided, that the Parties acknowledge and agree that Buyers shall not
seek satisfaction of the condition precedent set forth in Section 3.3(a)(v) until satisfaction or
waiver of the other conditions precedent set forth in Section 3.3(a) has taken place. Buyers shall
promptly provide written notice to Seller of the date when (i) all conditions precedent other than

11
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Section 3.3(a)(v) have been satisfied or waived by written notice from Buyers; and (ii) all
conditions precedent are satisfied or otherwise waived by Buyers.

(c) If any of the above conditions precedent are not met or waived in writing
by Buyers on or before April 15, 2015, either Party may elect, in its sole discretion, to terminate
this Agreement on or before the tenth (10™) Business Day after April 15, 2015 with no further
obligation to either Party other than any payment obligations which are accrued and payable at
the time of termination. In the event a Party elects to terminate this Agreement under this
Section 3.3, such Party shall exercise such termination right by delivering a notice of termination
to the other Party on or before the tenth (10™) Business Day after April 15, 2015 referencing this
Section 3.3 and the effective date of termination. If a Party has the right to terminate this
Agreement pursuant to this Section 3.3 and does not deliver such notice of termination to the
other Party on or before the tenth (10™) Business Day after April 15, 2015, then such Party’s
termination right provided in this Section 3.3 shall be deemed waived in its entirety.

ARTICLE 4
SALE OF CAPACITY AND DELIVERY OF ENERGY

4.1 Agreement to Sell and Purchase Capacity for Tolling.

(a) At all times during the Delivery Period, (i) Seller agrees to make available
to Buyers the Contracted Capacity of the Unit and to provide to Buyers all of the Energy
produced by the Unit pursuant to Buyers’ Scheduling instructions, and (ii) Buyers agree to take
from Seller such Energy from the Unit pursuant to Buyers’ Scheduling instructions and accept
the Contracted Capacity associated with the Unit. Buyers shall Schedule at least four thousand
nine hundred fifty (4,950) MWh (165 MW for 30 hours) of Energy from the Unit each Annual

Period. :

(b) Seller shall make available Contracted Capacity and deliver Energy from
the Unit to Buyers at the Interconnection Point.

(c) Seller’s failure to make available Contracted Capacity and deliver Energy
as required hereunder shall only be excused by a Force Majeure Event and Delivery Excuse,
subject to the other provisions regarding a Force Majeure Event and Delivery Excuse set forth in

this Agreement. )

(d) The risk of loss of all Ene‘rgy delivered by Seller to Buyers at the
Interconnection Point shall pass from Seller to Buyers at the Interconnection Point.

4.2 Alternate Source Delivery. If the Unit incurs a Forced Outage, then Seller
may offer to Buyers a different unit at the Facility as the “Unit” under this Agreement (the
“Alternate Source™). If Seller desires to use an Alternate Source for a temporary period, Seller
shall give reasonable prior notice of such intent to Buyers via telephone (with written notice to
follow promptly) to seek such temporary Alternate Source designation. After such notice, the
Parties shall diligently seek to temporarily use an Alternate Source by (i) obtaining Designated
Network Resource Status, which may include temporarily undesignating the Network Integrated
Transmission Service arrangements with respect to the Unit pursuant to the OATT with a start

12
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and end date (with a concomitant redesignation of the Unit for Network Integrated Transmission
Service at the end of such undesignation period); (ii) obtaining alternative arrangements needed
for firm network transmission service for the Alternate Source; (iii) establishing Natural Gas
Pseudo Meter arrangements at the Alternate Source; ; and (iv) if utilizing such Alternate Source
(or otherwise making the Alternate Source Temporary Arrangements) will result in increased
costs to Buyers, Seller (at its sole discretion) agreeing to pay such increased costs in a payment
manner reasonably acceptable to Buyers (all such arrangements, the “Alternate Source
Temporary Arrangements”). Alternate Source Temporary Arrangements shall be in daily
increments and shall only last for the period of time set forth in any application or other
documentation related to such Alternate Source Arrangements. In the event such Alternate
Source Temporary Arrangements cannot be obtained (or if Seller does not agree to make
payments stated above or if Buyers have not accepted the manner of payment), then no Alternate
Source will be permitted to be used. If the Alternate Source Temporary Arrangements have been
achieved, the Alternate Source will be treated as the “Unit” for such period of time under this

Agreement.

4.3 Rights to Use Contracted Capacity. During the Delivery Period, Buyers will have
the right to use the Contracted Capacity and may Schedule associated Energy from the Unit at
any time, provided notice requirements are followed pursuant to Article 6. Seller will be
permitted to operate or produce Energy from the Unit (i) to satisfy its obligations hereunder with
respect to operating in accordance with Good Utility Practice, including, without limitation,
those found in Article 8; (ii) if and to the extent Seller is required to operate the Unit at the
direction of the Transmission Provider or Reliability Coordinator; and (iii) to make third-party
sales, provided (a) such sales are non-firm and interruptible and do not require Buyers to
undesignate the DNR status of the Unit, (b) Seller interrupts such third-party sales if and when
necessary to meet Buyers’ Schedules (either through recall rights or otherwise), and (c) Seller
ensures that a separate meter is installed on the Unit and used to nominate and measure all
Natural Gas used for Seller’s third party sales, which Natural Gas shall be procured by Seller.

44  Costs for Seller’s Use of Unit. Buyers shall not be obligated to pay any costs
associated with operating the Unit when Seller is so directed by the Transmission Provider or
Reliability Coordinator or when Seller makes sales to third parties pursuant to Section 4.3.
Buyers shall be obligated to pay only those costs of operating the Unit for the duration of a
submitted Energy Schedule as provided herein. The Parties acknowledge that any breach of this
provision shall result in Buyers’ entitlement to receive damages from Seller and otherwise seek

any remedies pursuant to Section 16.3 hereunder.

4.5 Calculation of Monthly Capacity Payments. Subject to the terms of this
Agreement, each month during the Delivery Period, Buyers shall be obligated to pay Seller a
Monthly Capacity Payment calculated in accordance with Appendix A for Contracted Capacity
in such month during the Delivery Period in accordance with this Agreement. Except as
otherwise expressly provided in this Agreement, Buyers shall have no responsibility for any
other payments (including reimbursement for any Taxes or any other costs) to Seller under this
Agreement for Contracted Capacity or Energy delivered to or made available to Buyers.

4.6  Calculation of Monthly O&M Payments and MFA. Subject to the terms of this
Agreement, each month during the Delivery Period, Buyers shall be obligated to pay Seller a
13
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Monthly O&M Payment and MFA calculated in accordance with Appendix B for Delivered
Energy in such month during the Delivery Period in accordance with this Agreement.

4.7  Monthly Availability Factor. If Seller’s Monthly Availability Factor for the Unit
falls below fifty percent (50%) per month for two (2) months over the course of a rolling twelve
(12) month period during the Delivery Period, Buyers shall have the right, but not the obligation,
to request Seller to replace the Unit with an Alternate Source consisting of a different unit at the
Facility. The Seller shall work in good faith to accommodate the change, subject to the
availability of alternate units at the Facility and subject to Section 4.2.

ARTICLE 5
NATURAL GAS SUPPLY

5.1 Overview.

(a) Buyers will purchase Natural Gas service and arrange for delivery of
Natural Gas to the Unit during the Delivery Period and the Unit shall be capable of utilizing such
Natural Gas as arranged by Buyers in order to produce the Scheduled Energy committed to
Buyers under this Agreement. Buyers will also arrange for Natural Gas for each Turbine Start in
the amount of three hundred fifty (350) MMBtu.

b) Buyers shall receive, as the case may be, a MFA based on the Guaranteed

Heat Rate set forth in Appendix B for all Natural Gas used to generate Energy that is delivered to
Buyers pursuant to Buyers’ Scheduling Instructions, including ramping up to and down from

base load operations.

52 Other Natural Gas Provisions.

(a) Seller agrees to accept at the Natural Gas Delivery Point any Natural Gas
delivered by Buyers that (i) meets the Natural Gas quality standards for delivered Natural Gas
under the applicable Natural Gas transportation provider’s FERC Natural Gas tariff and the
applicable transportation agreement(s), or (ii) does not meet the Natural Gas quality standards
described in (i) so long as such Natural Gas would not, in Seller’s reasonable discretion, have a
material adverse effect on the Facility, or (iii) Seller allows such Natural Gas to flow beyond the
Natural Gas Delivery Point. All Natural Gas supplied by Buyers pursuant to this Agreement shall
be measured at the Unit’s consumption meter, which is downstream of the Natural Gas Delivery
Point. Buyers shall retain title to Natural Gas provided by Buyers to meet Buyers’ Schedules.
The title to all Energy Scheduled in accordance with the terms herein and generated by the Unit
as a result of the conversion of such Natural Gas to Energy by the Unit shall vest in Buyers at the
Interconnection Point, Seller shall make the Unit available to Buyers to convert Buyers’ Natural
Gas to Buyers’ Energy. Notwithstanding the foregoing, care, custody, control and risk of loss of
Natural Gas supplied by Buyers pursuant to this Agreement shall transfer from Buyers to Seller
at the Natural Gas Delivery Point, and Seller shall have care, custody, control and risk of loss of
Energy generated at the Unit until it is transferred from Seller to Buyers at the Interconnection

Point.
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5.3 Natural Gas Metering.

(a) Seller shall maintain the Natural Gas Interconnection Agreement
throughout the Term. Seller shall promptly provide upon execution a copy of, and any
amendments to, such Natural Gas Interconnection Agreement to Buyers. Seller shall be
responsible for determining and complying with all Natural Gas transportation-related rules,
practices and policies with which it must comply.

(b) Seller shall ensure the Natural Gas Metering System is owned, operated
and maintained in accordance with the Natural Gas Interconnection Agreement and Natural Gas
Industry Standards in order to measure and record the amount of Natural Gas Natural Gas
delivered to the Unit and the Facility, including with respect to the Natural Gas Pseudo Meter.
None of Seller, Seller’s Affiliates or the employees, subcontractors or contractors of any of them
shall make adjustments to the Natural Gas Metering System without giving reasonable prior
notice to Buyers. Buyers may, at their own cost, install additional meters or other such facilities,
equipment, devices, or telemetering equipment on the Unit’s consumption gas meter as Buyers
deem necessary or appropriate to monitor the measurements of the Natural Gas Metering System
and that do not interfere with Seller’s operation of the Facility or its ability to satisfy our
obligations pursuant to this Agreement. Seller shall verify the accuracy of such Natural Gas
Metering System to Buyers when requested.

(© Buyers shall not be required to pay more than one hundred thousand
dollars ($100,000) for the initial Natural Gas Pseudo Meter created pursuant to such agreement
and Seller shall be required to pay any and all costs (i) in excess of the first one hundred
thousand dollars ($100,000), up to two hundred thousand dollars ($200,000) for the initial
Natural Gas Pseudo Meter; and (ii) for all additional Natural Gas Pseudo Meters. In the event the
costs for the initial Natural Gas Pseudo Meter exceeds two hundred thousand ($200,000), Seller
shall deliver notice thereof and Buyers and Seller shall then make a good faith effort to allocate
the costs in excess of two hundred thousand ($200,000) in a mutually agreeable manner. If such
parties cannot agree upon such an allocation within ten (10) Days after Buyers’ receipt of such
notice, then Seller shall have the right to terminate this Agreement at any time thereafter after ten
(10) Days’ notice and neither Party will have any further obligations hereunder after the effective
date of termination other than those obligations that survive such termination. The equipment
associated with the Natural Gas Pseudo Meter shall be transferred to Buyers at the end of the
Term. In connection with the foregoing, Seller shall grant to Buyers and their designated
employees and agents the right to enter the Site at a mutually agreeable time to remove such
equipment. All activities of Buyers and their designated employees and agents at the Site shall
be subject to the reasonable rules and procedures of Seller.

(d) Seller shall inspect and test, or cause to be inspected and tested, all meters
of the Natural Gas Metering System at such times as will conform to Natural Gas Industry
Standards, but not less often than once annually. Seller shall be responsible for all costs and
expenses incurred in connection with such inspections or tests. Buyers shall have audit rights

with respect to such meters.

If the Natural Gas Metering System fails to register, or if the measurement made by a metering
device is found upon testing to vary by more than one-half percent (0.5%) from the measurement
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made by the standard meter used in the test, an adjustment shall be made correcting all
measurements of Natural Gas made by the Natural Gas Metering System during: (i) the actual
period when inaccurate measurements were made by the Natural Gas Metering System, if that
period can be determined to the mutual satisfaction of the Parties; or (ii) if such actual period
cannot be determined to the mutual satisfaction of the Parties, the second half of the period from
the date of the last test of the Natural Gas Metering System to the date such failure is discovered
or such test is made (“Gas Adjustment Period”). If the Parties are unable to agree on the amount
of the adjustment to be applied to the Gas Adjustment Period, the amount of the adjustment shall
be determined: (i) by correcting the error if the percentage of error is ascertainable by calibration,
tests or mathematical calculation; or (ii) if not so ascertainable, by estimating on the basis of
deliveries made under similar conditions during the period since the last test. Within thirty (30)
days after the determination of the amount of any adjustment, the MFA shall be recalculated and
any required payments shall be adjusted on the next invoice.

ARTICLE 6
ENERGY SCHEDULING AND TRANSMISSION

6.1 Energy Scheduling.

(a) Seller shall deliver Energy to the Delivery Point at the dates and times set
forth on Buyers’ Schedule of Energy as provided below. Buyers shall either Schedule the whole
Contracted Capacity or zero for any hour in a Schedule.

: (b) Buyers shall provide Seller with Schedules at least two (2) hours prior to
the time Buyers wishes to take Energy at the Contracted Capacity. Such Schedules shall specify
the hours Buyers will receive Energy from Seller during the period(s) set forth in such
Schedules. For the avoidance of doubt, a Schedule may include multiple days and multiple run
periods for the Unit (e.g., a four hour run scheduled for hours 0700 to 1100 and a four hour run
Scheduled for hours 1600 to 2000), subject to the limitations set forth below. Seller will
accommodate a Schedule request that is shorter than the two (2) hours’ notice requirement if
operationally possible and if such request is not likely to have a material adverse effect on
Seller’s ability to perform its other obligations under this Agreement and shall immediately
confirm with Buyers such accommodation. Buyers may amend a submitted Schedule or a
Schedule that is in progress if done two (2) hours before the change is effective.

(c) Any Schedule shall have a duration of at least one consecutive two (2)
hour period, not including time for ramping up and down with the start and stop of such
Schedule. Buyers shall be permitted to include a reduction of a Schedule to zero (0) MWs,
provided, that if any Schedule includes a reduction to zero (0) MWs, such reduction to zero (0)
MWs shall be of a duration of at least two (2) hours. For the avoidance of doubt, if during a
Scheduled run period of the Unit, the Unit is required to be restarted for any reason, such start
shall not be deemed a Turbine Start for the purposes of this Agreement.

6.2  Documentation. Buyers and Seller shall maintain written records of the quantities
of Scheduled Energy to be delivered each hour during the Delivery Period. All such records
shall be kept in accordance with Section §8.5.
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ARTICLE 7
INTERCONNECTION AND POWER METERING

7.1 Interconnection. Seller shall maintain the Interconnection Agreement throughout
the Term. Seller shall promptly provide upon execution a copy of, and any amendments to, such
Interconnection Agreement to Buyers. Seller shall be responsible for determining and
complying with all transmission-related rules, practices and policies with which it must comply.

7.2 Meters.

(a) Seller shall ensure the Power Metering System is operated and maintained
in accordance with the Interconnection Agreement and Good Utility Practices in order to
measure and record the amount of Energy delivered from the Facility, to calculate the Capacity
of the Facility, and to measure the availability of the Facility to meet Buyers’ Schedules, all at
the Interconnection Point. The meters shall be of a mutually acceptable accuracy range and type.
None of Seller, Seller’s Affiliates or the employees, subcontractors or contractors of any of them
shall make adjustments to the Power Metering System without the written consent of Buyers.
Buyers may, at their own cost, install additional meters or other such_facilities, equipment or
devices on Buyers’ side of the Interconnection Point as Buyers deem necessary or appropriate to
monitor the measurements of the Power Metering System; provided, however, that in all cases
Seller will be entitled to base its invoiced amounts solely by reference to the Transmission
Provider’s Power Metering System. Buyers shall reasonably establish the telemetering
equipment that is necessary to coordinate the Facility with the Scheduling Center and Seller
shall, at its sole cost, install or cause the installation of such telemetering equipment. The
telemetered data shall be delivered by Seller to the electrical switchyard of the Facility.

(b) Seller shall inspect and test all meters at such times as will conform to
Good Utility Practices, but not less often than once annually. Seller shall be responsible for all
costs and expenses incurred in connection with such inspections or tests.

(c) If the Power Metering System fails to register, or if the measurement made
by a metering device is found upon testing to vary by more than one-half percent (0.5%) from
the measurement made by the standard meter used in the test, an adjustment shall be made
correcting all measurements of Energy made by the Power Metering System during: (i) the actual
period when inaccurate measurements were made by the Power Metering System, if that period
can be determined to the mutual satisfaction of the Parties; or (ii) if such actual period cannot be
determined to the mutual satisfaction of the Parties, the second half of the period from the date of
the last test of the Power Metering System to the date such failure is discovered or such test is
made (“Adjustment Period”). If the Parties are unable to agree on the amount of the adjustment
to be applied to the Adjustment Period, the amount of the adjustment shall be determined: (i) by
correcting the error if the percentage of error is ascertainable by calibration, tests or
mathematical calculation; or (ii) if not so ascertainable, by estimating on the basis of deliveries
made under similar conditions during the period since the last test. Within thirty (30) days after
the determination of the amount of any adjustment, Buyers shall pay Seller any additional
amounts then due for deliveries of Energy or Contracted Capacity during the Adjustment Period
or Buyers shall be entitled to a credit against any subsequent payments for Energy or Contracted

Capacity, as the case may be.
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ARTICLE 8
OPERATION AND MAINTENANCE

8.1 Operation and Maintenance.

(a) Seller shall manage, control, test, operate and maintain (or cause to be
operated and maintained) the Facility (i) without adverse distinction as between units at the
Facility; (ii) in accordance with Good Utility Practices; and (ii) in accordance with the terms of
this Agreement.

(b) Seller and Buyers shall mutually develop and agree upon written
Scheduling procedures no later than three (3) months prior to the Delivery Commencement Date.
Topics covered shall include the format for Schedules; the method of day-to-day
communications; hourly energy reports (if not available from the Buyers’ Load Serving Entity’s
EMS facilities, Seller will permit Buyers to see Seller’s real-time output for the Unit); Unit
availability; and coordination of maintenance scheduling. In the event of inconsistency or
conflict between the Scheduling procedures and specific terms of this Agreement, the specific

terms of this Agreement shall take precedence.

(©) Seller shall employ at the Facility all safety devices and safety practices
required by Good Utility Practices. Seller shall keep accurate records of any accident or other
occurrence at the Site that results in injury to persons or damage to property. Seller shall provide
Buyers with reasonable access to these records upon not less than five (5) Days’ notice during
normal business hours, but Seller shall not be required to provide Buyers with access to any
confidential employment data regarding Facility personnel.

(d) Seller shall report the start and the end of any Forced QOutage to the Buyers
as soon as practicable, with dn expectation, but not the obligation, that such notice shall occur no
longer than fifteen (15) minutes after the start and end of such Forced Outage period.

8.2 Maintenance Scheduling.

(@) Commencing no later than three (3) months before the expected Delivery
Commencement Date and no later than three (3) months before the start of each Annual Period
thereafter, Seller shall deliver to Buyers planned maintenance schedules, including the scope of
the maintenance, and outage plans for the Unit, which schedules conform to Good Utility
Practices and the requirements of Appendix D (“Maintenance Schedules™), for such Annual
Period and a non-binding Maintenance Schedule for the next three (3) Annual Periods or the
number of such Annual Periods remaining in the Term, whichever is less. Seller shall not
schedule any maintenance of the Facility during the months of January, February, May, June,
July, August, September and December that would decrease the Contracted Capacity of the Unit
below the Contracted Capacity without the prior written consent of Buyers, which may be
withheld in Buyers’ sole discretion.

b)  Within ten (10) Days of receipt of the Maintenance Schedules, Buyers
may request Seller to reschedule the Scheduled Outage, and in such case, Seller shall use
commercially reasonable efforts to effectuate the requested change, taking into consideration
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Good Utility Practices, purchasers of capacity and energy from other units at the Facility and
incremental cost. If the Scheduled Outage is rescheduled, Seller shall promptly submit to Buyers
the revised Maintenance Schedule.

(©) During each Annual Period, Seller, after consulting with Buyers and in
good faith giving due consideration to Buyers’ preferences, comments and concerns, shall be
entitled to (i) revise the Maintenance Schedule; and (ii) schedule additional Scheduled Outage(s)
on an unplanned basis subject to Appendix D; provided, that the revised or additional Scheduled
Outage(s) conform to Good Utility Practices and the requirements of the Maintenance Schedules
and do not occur during the months of January, February, May, June, July, August, September
and December; and provided further that under (i) or (ii) above, Seller provides Buyers no less
than the following prior written notice:

Expected Duration Prior Written Notice Required
Less than 3 Days at least 5 Days

3 to 6 Days at least 21 Days

Over 6 Days at least 60 Days

(d)  If Seller has a Scheduled Outage, and such Scheduled Outage occurs or
would occur coincident with a System Alert, Buyers shall notify Seller of the System Alert. Due
to the System Alert, Buyers may request Seller to reschedule the Scheduled Outage or, if the
Scheduled Outage has begun, to expedite the completion thereof, or stop work if possible to run
the Unit, and Seller promptly provide an estimate of both the cost and time needed to comply
with such request. If Buyers elect to proceed with such request after receiving such information,
Buyers shall give Seller written notice of such election and Seller shall comply with such request
as soon as reasonably practical after receipt of such notice. If the Scheduled Outage is
rescheduled pursuant to this Section 8.2(d), Buyers shall promptly reimburse Seller for all
incremental costs reasonably incurred by Seller in connection with the rescheduling of the

Scheduled Outage.

8.3 Permits. Seller shall obtain and maintain, for the period required by Legal
Requirements during the Term, all Consents pertaining to air emissions necessary for the
performance of Seller’s obligations under this Agreement (“Air Permits”), provided that Buyers
shall only be entitled to an allocation of one third (33.33%) of the operating hours and emission
limits available under the Air Permits. Upon Seller’s obtaining any Air Permit or a renewal or
amendment to an Air Permit, Seller shall promptly provide a copy of such Air Permit(s) to

Buyers.

84  Access to the Site and the Unit. Seller grants to Buyers and its designated
employees and agents the right to enter the Site with reasonable prior notice to Seller to: (a)
inspect meters and to witness any testing, adjustments or replacement of any parts of such meters
with respect to the Natural Gas Metering System and the Power Metering System (and
reasonably request any such testing); (b) monitor or measure Energy generated by the Unit in
accordance with the terms of this Agreement; (c) inspect the Unit as soon as practicable during
and after any Scheduled Outages or Forced Outages. All activities of Buyers and its designated
employees and agents at the Site shall be subject to the reasonable rules and procedures of Seller.
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8.5  Availability of Records. Seller shall keep accurate records and all other data
necessary for the purposes of proper administration of this Agreement in accordance with the
following guidelines:

(a) All such records shall be maintained for a minimum of two (2) years after
the creation of such record or data and for any additional period of time required by Legal
Requirements; provided, however, that such records will be kept for as long as is necessary to
complete any audit that began or was announced during such two-year or longer period as
required by Legal Requirements.

: (b) An accurate and up-to-date operating log shall be maintained at the
Facility with records of: (i) real and reactive power production for each clock hour; (ii) changes
in operating status; (iii) Scheduled Outages, Forced Outages, Delivery Excuses and Force
Majeure Events; (iv) any unusual conditions found during inspections; and (v) any significant
events related to the operation of the Facility. Seller will submit an electronic copy of the
operating log monthly to the Buyers by the 4™ business day of the following month.

© Buyers shall have the right from time to time, upon not less than seven (7)
Days’ notice to Seller and during normal business hours, to examine the records and data relating
to this Agreement, including all historical test records relating to the Facility, at a location
mutually agreed to by the Parties.

(d) At the request of Buyers throughout the Term, Seller shall provide to
Buyers public and non-public financial and business information reasonably necessary for
Buyers to make accounting determinations. To the extent such request requires access to
confidential information of Seller, Buyers shall execute an appropriate confidentiality agreement
reasonably acceptable to Seller respecting such confidential information.

8.6  Disclaimer. Seller understands and agrees that Buyers’ receipt and/or review of
any material related to the Project or any physical inspection of the Facility conducted by Buyers
under any provision of this Agreement is solely for their own information. By conducting such
reviews or inspections, Buyers makes no endorsement of the design or representation or warranty
of the safety, durability or reliability of the Facility, all of which are the sole responsibility of
Seller in accordance with the terms of this Agreement, and Buyers shall not be deemed to have
accepted any condition of the Facility that is not in full compliance with the terms hereof. Seller
shall in no way represent to any third party that, as a result of Buyers’ receipt and review of any
material or any inspections, Buyers are in any way responsible for the engineering or
construction maintenance or soundness of the Facility.

ARTICLE 9
BILLING AND COLLECTIONS

9.1 Capacity and Energy Billing and Payment.

(@ If a Forced Outage occurred in the previous month, Buyers shall provide
information regarding the two (2) Trimble County combustion turbines being on-line during such
Forced Outages within three (3) Business Days after the end of the previous month. Subject to
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the provisions of Section 6.2, by the tenth (10™) Business Day of each month commencing in the
first full month after the Delivery Commencement Date, Seller shall send Buyers an invoice
stating the Monthly Capacity Payment, the Monthly O&M Payment and MFA, and, if applicable,
the MFA for the immediately preceding Month (the “Monthly Invoice™). The Monthly Invoice
shall also specify any other payments required to be made by either Party pursuant to this
Agreement, and with respect to payments to be paid by Seller, such payments shall be netted
against payments due to Seller by Buyers. All Monthly Invoices shall be due and payable by
Buyers on or before the thirtieth (30™) day after Buyers receipt of such invoice. Subject to the
provisions of Section 9.2, Buyers shall make payment to Seller in accordance with such invoices
on or before the date due in immediately available funds, through wire transfer of funds to an
account designated by Seller, or other means acceptable to Seller. Interest on unpaid amounts
shall accrue from the date such payments were due at a rate equal to the Interest Rate. Each
Monthly Invoice shall contain a statement explaining in reasonable detail how such invoice was
calculated pursuant to the terms of this Agreement.

9.2 Billing Disputes and Final Accounting.

(a) If a Party questions or contests the amount or propriety of any payment
claimed by the other Party to be due pursuant to this Agreement, the non-disputing Party shall
make payment to the other Party of amounts not in dispute, but may withhold amounts disputed
in good faith until after the settlement of such question or contest in accordance with this Section

9.2.

(b) In the event a Party questions or contests the correctness of any charge or
credit, such Party shall provide the other Party with written notice of such amount and the basis
for the question or contest. The other Party shall promptly review the questioned charge or
credit and shall promptly notify the disputing Party of any error in determination of amounts
owed by the disputing Party and issue an amended invoice in the amount of any payment that the
disputing Party is required to make in respect of such re-determination.

(© Seller shall have until one (1) year after the date of a Monthly Invoice for
Contracted Capacity and associated Energy to correct any error and deliver a corrected Monthly
Invoice to Buyers. Buyers shall have until one (1) year after the date of a Monthly Invoice to
question or contest the correctness of any charge or credit made to Buyers on such Monthly
Invoice. If within such one (1) year period, Buyers have made payment under a Monthly Invoice
and thereafter question or contest the correctness thereof, Seller shall not be required to refund
any payment received from Buyers until such time as it is finally determined that Seller’s
Monthly Invoice was in error.

9.3 Interest. If any Party does not make a payment or portion of a payment or provide
a credit or portion of a credit required by this Agreement when originally due (and not the date of
settlement of such question or contest concerning the amount or propriety of any payment
claimed by the other Party), then interest at the Interest Rate from the date such overdue payment
or credit was originally due until such overdue payment or credit, together with interest, is paid
or credited; provided, however, if any amount is reduced or eliminated through corrections or
settlement, interest at the Interest Rate shall accrue on such settled or corrected amount only. If
any Party makes a payment pursuant to an invoice that is later determined to have been incorrect,
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then interest at the Interest Rate from the date such overpayment was made shall be added to the
overpayment until such overpayment, together with interest, is refunded to such Party.
Remittance received by mail, if mail is a means of payment acceptable to a Party owed such
payment, will be accepted without interest charges if such payment is postmarked on or before
the due date. If the due date of any payment falls on a Day other than a Business Day, the next
succeeding Business Day shall be the last Day on which payment can be postmarked without
interest charges being assessed.

94  Billing and Payment Records. Subject to Section 8.5, each Party will, until two
(2) years after its receipt of any invoice, make available to the other Party, and each Party may
audit, such books and records of the other Party as are necessary for such Party to verify the
calculation of the Monthly Capacity Payments, the Monthly O&M Payment and MFAs, and any
other invoice, charge or payment demand made in connection with this Agreement.

ARTICLE 10
PERFORMANCE SECURITY

10.1  Seller Performance Security. Seller éhal deliver to Buyer

s

, Eligible Collateral
Contract Year Eligible Collateral

Three (3) Business Days after the
Execution Date — three (3) Business
Days after the date that Seller
receives notice pursuant to Section
3.3(b) that all conditions precedent
other than Section 3.3(a)(v) have
been satisfied or waived by written
notice from Buyers

Three (3) Business Days after the
date that Seller receives notice
pursuant to Section 3.3(b) that all
conditions precedent other than
Section 3.3(a)(v) have been satisfied
or waived by written notice from
Buyers—

ol

Sept. 30, 2017
Oct. 1, 2017 — Sept. 30, 2018 E

Oct. 1, 2018 — April 30, 2019
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10.2 Replacement Collateral; Substituted Collateral; Release of Collateral.

(a) Replacement Collateral. To the extent that any Eligible Collateral is
required to be replaced in order to maintain compliance with Section 10.1, and except as
provided for in Section 17.2, Seller shall deliver such replacement Eligible Collateral to Buyers
no later than thirty (30) days prior to the earlier to occur of (i) the date when an increase or
decrease in Eligible Collateral is required pursuant to Section 10.1 and (ii) the date when the
existing Eligible Collateral will expire; provided that the increase or decrease in Eljible
Collateral shall not become effective until the applicable date specified in Section 10.1. Irf the
event of a failure to comply with the precedmg sentence, Buyers shall be entitled to (A)ifiraw
upon the existing Eligible Collateral prior to the expiration date thereof and (B) take such further
action to protect its interests pursuant to this Agreement. Upon receipt of any replacement
Eligible Collateral, and provided that Seller remains in compliance with this Article 10, (1)
Buyers shall not draw upon the existing Eligible Collateral, for which such replacement is being
made, solely because such existing Eligible Collateral is about to expire; and (2) Buyers shall,
within two (2) Business Days of receiving such replacement Eligible Collateral, 4;éiease the

Eligible Collateral that is being replaced back to Seller.

. (b) Release of Collateral; Substituted Collateral. Upon any reduction of the
amount of the Seller Performance Security pursuant to Section 10.1, Buyers shall uponytwo (2)
Business Days advance written request by Seller releasegany Eligible Collateral that is 2) longer
required. The choice of any Eligible Collateral provided by Seller may be selected from time to
time by Seller, and upon receipt of substitute Eligible Collateral, Buyers shall promptly release
such existing Eligible Collateral in an amount equal to that which is being substituted.
Following any termination of this Agreement, the Parties shall mutually agree to a final
settlement of all obligations under this Agreement, which such period shall not exceed the later
of (i) ninety (90) days from such termination date, and (ii) the date on which Seller has fulfilled
all its obligations and all Buyers’ and Seller s claims are geleased or uncontested, and after such
settlement, any remaining Eligible Collatéral posted by ieller that has not been drawst upon by
Buyers pursuant to the rights under this Agreement shall be returned to Seller, pending resolution
of any dispute. Any dispute between the Parties regarding such ﬁnal settlement shall be resolved

pursuant to Article 18.

73

i
(c Interest. In the event Seller prov.lées Eligible Collateral in the t5 rm of cash
he interest dué Seller for such Eligible Cgllateral shall

be the interest paid pursuant to
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10.4 Reporting. Seller shall promptly notify Buyers of any circumstance that results in

Article 10, including, witho viding prompt written notice in the event
d provide replacement Eligible Collatera

as prov1ded in Article 10. From time to time, at Buyers written request, Seller shall provide
i ly request to demonstrate that Sellerh
s in full compliance with

this 'Aireementi including, without llmltatlon quarterly unaudited financial statements of the

10.5 Grant of Security Interest. To secure its obligations under this Agreement and to
the extent Seller delivers Eligible Collateral hereunder, Seller hereby grants to Buyers a present
and continuing security interest in, and lien on (and right of setoff against), and assignment of,
all cash collateral and cash equivalent collateral and any and all proceeds resulting therefrom or
the liquidation thereof, whether now or hereafter held by, on behalf of, or for the benefit of
Buyers, and Seller agrees to take such action as the Buyers reasonably requires in order to
perfect the Buyers’ first-priority security interest in, and lien on (and right of setoff agalnst), such
collateral and any and all proceeds resulting therefrom or from the liquidation thereof.

Seller’s failure to be in comphance w1th the Seller Performance Security requlrements of this

ARTICLE 11
EMISSION ALLOWANCES

11.1 Emission Allowances. On March 10, 2005, the U.S. Environmental Protection
Agency (“EPA”) issued the Clean Air Interstate Rule (“CAIR”) to reduce emissions of SO, and
NOx. Seller shall provide for or obtain NOx and SO, emissions allowances (if any) related to the
Delivered Energy from the Unit in any Annual Period, allocated to the Unit by any agency,
including the EPA and/or the Kentucky Department for Environmental Protection or otherwise
under CAIR, up to 264,000 MWh of such emission allowance. In the event that in any Annual
Period the Delivered Energy from the Unit exceeds 264,000 MWh, Buyers shall be responsible
for NOx and SO, emissions allowances associated with the Energy Scheduled and delivered
pursuant to this Agreement. Seller shall maintain a tracking account on behalf of Buyers
containing a balance of the emissions allowances made available for Buyers’ Schedules and the
emissions allowances expended through delivery of Scheduled Energy. If additional emissions
allowances are required to be provided by Buyers, Seller shall notify Buyers thereof as soon as
practicable. In such case, Buyers shall have the choice of either (i) purchasing such additional
emissions allowances and transferring them to Seller for addition into Buyers’ allowance
account; or (ii) instructing Seller to purchase such additional emissions allowances and passing

the associated costs on to Buyers as agreed by the Parties.
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ARTICLE 12
RULES AND REGULATIONS; LEGAL REQUIREMENTS; TAXES

12.1  Preservation of Terms.

(a) Each Party agrees that, subject to Section 4.1 and Section 4.3, except with
the prior written consent of the other Party or Parties, it will not, and will use reasonable efforts
within the requirements of each Party’s FERC Code of Conduct to assure that its Affiliates will
not, institute or voluntarily cooperate in the institution or conduct of any claim, action or
proceeding before FERC under Section 205, Section 206 or any other portion of the Federal
Power Act, or any other Governmental Authority under any provision of any Legal Requirement
which claim, action or proceeding is intended for the purpose of, or could reasonably be
expected to have the effect of, changing the terms of this Agreement then in effect.

()] The Parties waive all rights to submit filings to FERC seeking
modifications or rescission of this Agreement under Sections 205 or 206 of the Federal Power
Act. In any proceeding before FERC involving this Agreement, the Parties shall request that
FERC review any and all aspects of this Agreement under the “public interest” application of the
“just and reasonable” standard of review in United Gas Pipe Line Co. v. Mobile Gas Service
Corp., 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co., 350
U.S. 348 (1956) and clarified by Morgan Stanley Capital Group, Inc. v. Public Utility District
No. 1 of Snohomish, 554 U.S. 527 (2008) and NRG Power Marketing, LLC v. Maine Public
Utility Commission, 558 U.S. 165 (2010) (the “Mobile-Sierra” doctrine).

12.2  Other Approvals. Each Party shall diligently seek to obtain, maintain, pursue, or
cause to be pursued, comply with and, as necessary, renew and modify from time to time any and
all Consents, required to be possessed by such Party, in a manner that is reasonably expected to
enable such Party to perform its obligations under this Agreement. Each Party agrees to assist
and support each other Party, in a timely manner and to the extent reasonably requested by one
of the Parties, in obtaining such Consents. Upon request, each Party shall provide a copy of such
Consents to the requesting Party.

12.3  Legal Requirements. FEach Party shall at all times comply with all Legal
Requirements applicable to it; provided, however that any non-compliance which, individually
or in the aggregate, would not reasonably be expected to have a material adverse effect on the
business or financial condition of the Party or its ability to fulfill its obligations hereunder, shall
not be construed as a breach of obligations or an Event of Default hereunder.

12.4 Taxes.

(2) Seller shall pay, or cause to be paid, all Taxes on or with respect to: (i) the
Facility, including its ownership, leasing, financing, operation, and maintenance; (i) Seller’s
income or profits; and (iii) the production and delivery of Contracted Capacity and Energy to be
provided to Buyers arising, in the case of Energy, prior to the time of Seller’s delivery of such
Energy to Buyers at the Interconnection Point, or, in the case of Contracted Capacity, prior to the
time such Contracted Capacity is made available to Buyers..
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(b) Buyers shall pay or cause to be paid all Taxes on or with respect to: (i)
Energy received by Buyers arising at and after the time such Energy is delivered by Seller to the
Interconnection Point; (ii) Buyer’s income or profits; (iii) Natural Gas arising at and after the
time such Natural Gas is made available to Buyers; and (iv) Contracted Capacity received by
Buyers arising at and after the time such Contracted Capacity is made available to Buyers. Such
Taxes shall include such sales, use, excise or other similar Taxes on the sale to Buyers and
purchase from Seller of Contracted Capacity and Energy pursuant to this Agreement.

(©) Each Party shall use reasonable efforts to implement and administer the
provisions of this Agreement in accordance with the intent of the Parties to minimize Taxes so
long as neither Party is materially adversely affected by such efforts. All Energy delivered by
Seller to Buyers hereunder shall be sales for resale, with Buyers reselling such Energy. Buyers
shall obtain and provide Seller with any certificates required by any Governmental Authority, or
otherwise reasonably requested by Seller to evidence that the deliveries of Energy are for resale.

(d) In the event Seller is required by Legal Requirement to remit or pay Taxes
that are Buyers’ responsibility hereunder, Seller will promptly notify Buyers and may include
such Taxes in the Monthly Invoice that immediately precedes the due date for payment of such
Taxes, and Buyers shall remit payment thereof in accordance with Article 9. Conversely, if
Buyers are required by Legal Requirement to remit or pay Taxes that are Seller’s responsibility
hereunder, Buyers may deduct the amount of any such Taxes from the sums otherwise due to
Seller under this Agreement in remittance of sums for the Monthly Invoice that immediately
precede the payment date of such Taxes. Any refunds associated with such Taxes will be
handled in the same manner. Nothing herein shall obligate or cause a Party to pay or be liable to
pay any Taxes from which it is exempt under applicable Legal Requirements; provided,
however, such Party takes all necessary steps to address with the taxing authority any issues
regarding its obligation to pay.

12.5  Carbon Dioxide Taxes. In the event of a change in any Legal Requirement, or
enactment of a new Legal Requirement after the Execution Date which generally affects the
cost of electric generation through an imposition or increase of taxes related to the emission of
carbon dioxide, then such taxes that Seller incurs during the Delivery Period shall be passed on
directly to and paid by Buyers as incurred, up to One Dollar for each MWh ($1/MWh) of
Delivered Energy. For the avoidance of doubt, if Seller incurs such taxes on a Facility-wide
basis based on the Capacity of the Facility, Buyers shall be responsible for one third (33.33%)
of such increase in taxes. Notwithstanding any other provision of this Section 12.5, in no event
shall Buyers be responsible to bear any costs associated with any such taxes that are in excess of
One Dollar for each MWh ($1/MWh) of Delivered Energy. Seller shall be solely responsible
for all such taxes in excess of One Dollar for each MWh ($1/MWh) of Delivered Energy;
provided, however, that Seller shall have the right to provide Buyers with written notice of its
election to terminate this Agreement, effective thirty (30) Days after the date of Seller’s written
notice, in which case, following the effective date of the termination, neither Party shall have
any further liability to the other Party except for any obligations incurred prior to the effective
date of the termination; provided, further, that Buyers shall have the right to elect by written
notice delivered to Seller within thirty (30) Days of Seller’s written termination notice to accept
responsibility for all such taxes in excess of One Dollar for each MWh ($1/MWh) of Delivered

Energy and, in which case, this Agreement shall not terminate and shall continue in full force
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and effect as so modified. If Buyers do not provide such written notice within such thirty (30)
Day period, then Buyers shall be deemed to have waived such election and this Agreement shall
terminate in accordance with Seller’s election.

12.6  Change in Law. In the event of a change in any Legal Requirement, or enactment
of a new Legal Requirement after the Execution Date materially affects either Party’s costs to
perform any of its obligations under this Agreement (except for (i) those which pertain to taxes
on the emission of carbon dioxide which are governed by Section 12.5 above; and (ii) those
pertaining to Taxes), and such Party notifies the other Party that it desires to pass on such costs
to the other Party for payment, then the Parties shall use commercially reasonable efforts to
reform this Agreement in order most nearly restore to the Parties the economic benefits and
burdens of the Agreement prior to such change. If the Parties are unable to reform the contract
after sixty (60) days, the subject of the reformation of the Agreement shall be submitted to
dispute resolution pursuant to Article 18.

12.7 No Dedication. No undertaking by Seller under this Agreement is intended to
constitute the dedication of the Facility or any part thereof to the public or affect the status of
Seller as an independent entity and not a public utility or public service company.

12.8 Dodd-Frank Act Compliance.

(a) Representations. Each Party represents as of the time it entered into this
Agreement and each time that Buyers elect to use the Unit (or an Alternate Source) to generate
Energy for delivery by Seller to Buyers that, unless notice to the contrary has been given to the
other party prior to each election by Buyers hereunder, each Party reasonably believes, based
upon contract terms, such Party’s knowledge of the facts and circumstances, and such Party’s
knowledge of the regulations of the Commodity Futures Trading Commission (“CFTC”), that:

(b) Physical Commercial Agreement.

1) This Agreement is intended to be a flexible physical commercial
agreement that qualifies for the forward contract exclusion as set forth under Section
1a(47)(B)(ii) of the Commodity Exchange Act (“CEA”) and is not intended to be interpreted by
the CFTC to be a commodity option, because this Agreement meets the three-part test for the
forward contract exclusion as set forth in the Interpretive Guidance #1, namely: (1) the subject of
this Agreement is usage of a specified facility or part thereof rather than the purchase or sale of
the commodity that is to be created, transported, processed or stored using the specified facility;
(2) this Agreement grants the Buyers the use of the specified facility or part thereof during the
Term of this Agreement to deliver Energy as Scheduled hereunder, and provides for an
unconditional obligation on the part of the Seller to supply the Buyers with Energy from the
specified facility or part thereof pursuant to Buyers’ Schedules; and (3) the payment for the use
of the specified facility or part thereof represents a payment for its use rather than the option to

use it; and

(i1)  Under this Agreement, Buyers pay for use of the specified facility
or part thereof (i.e., the commodity) in two parts, paying the Seller’s fixed/known costs upfront
in the Monthly Capacity Payment (the “Demand Charge/Reservation Fee”) that is paid monthly
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for the right to use the Unit (or the Alternate Source) for a supply of Energy each month,
regardless of whether Buyers actually elect to use the Unit (or the Alternate Source) during such
month, and paying the Seller’s variable costs for such month in the Monthly O&M Payment and
MFA (the “Usage Fee™) that is determined by the costs actually incurred by Seller for such
month associated with Buyers’ actual usage of the Unit (or the Alternate Source) during such
month, and, therefore, this Agreement is not intended to be an option and is not intended to be
covered by the “however paragraph” in the Interpretive Guidance #1, because this Agreement
satisfies the five-part test as set forth in the OGC FAQ, namely: (1) this facility usage agreement
includes a two-part fee structure, (2) the right to use the Unit (or the Alternate Source) for the
Term of this Agreement is legally established upon entering into this Agreement, (3) the Buyers
who have legally established the right to use the Unit (or the Alternate Source) for the Term of
this Agreement pay the Demand Charge/Reservation Fee in a commercially reasonable
timeframe, (4) the use of the Unit (or the Alternate Source) does not depend on the further
exercise of an option, and (5) the Usage Fee is in the nature of a reimbursement for the variable
costs incurred by the Seller as the operator of the Unit (or the Alternate Source) in rendering the

service; and

(©) Forward Contract with Volumetric Optionality.

(i) Under this Agreement, if the CFTC disagrees with the foregoing
interpretations of the applicability of the forward contract exclusion to this Agreement by the
Buyers and Seller as set forth Sections 12.8(a) and 12.8(b)(i) and (ii) above, because the CFTC
interprets each election by Buyers under this Agreement to use the Unit (or the Alternate Source)
as the purchase and sale of a Commodity (a “Power Transaction™) that contains an embedded
volumetric option, then the Parties hereto intend that each such Power Transaction qualifies for
the forward contract exclusion as set forth under Section 1a(47)(b)(ii) of the CEA and the seven
(7) factor test in the Interpretive Guidance #2, which requires that: (1) the embedded option does
not undermine the overall nature of the Power Transaction as a whole; (2) the predominant
feature of the Power Transaction is actual delivery; (3) the embedded option cannot be severed
and marketed separately; (4) Seller intends at the time it enters into each Power Transaction, to
deliver the underlying nonfinancial commodity if the option is exercised by Buyers; (5) Buyers
intend at the time they enter into each Power Transaction to take delivery of the underlying
nonfinancial commodity if they exercise the embedded option; (6) all Parties are Commercial
Parties (defined as a producer, processor, or commercial user of, or a merchant handling the
Commodity, or the products or byproducts thereof, that are the subject of each Power
Transaction); and (7) the exercise or non-exercise of the embedded option is based primarily on
physical factors or regulatory requirements beyond the control of the Parties.

(i)  With respect to any such Power Transaction described in Section
12.8(b)(ii) above, each of the Parties makes the following representations as of the date the
Parties enter into such Power Transaction (the “Trade Date”):

(1) each Party is a producer, processor, or commercial

user of, or a merchant handling, the Commodity, or the products or byproducts thereof, that are
the subject of the Power Transaction; and is entering into such Power Transaction solely for
purposes related to its business as such; and
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2) each Party intends to make or take physical delivery
of the Commodity; and any optionality under the Power Transaction is merely incidental to the
predominant purpose of effecting delivery.

(d) Commodity Option Transactions; Trade Option Exemption.

)] If a Power Transaction entered into hereunder is construed to be a
“Commodity Option” as defined in CFTC Regulation 1.3(hh) and entered into pursuant to the
Trade Option exemption set forth in CFTC Regulation 32.3(a) with respect to each such Power
Transaction, each Party makes the following representations to the other party as of the Trade
Date:

(ii)  the Party that is the offeror of the Commodity Option Transaction
represents to the other Party (i.e., the offeree) that it is (a) an “eligible contract participant,” as
that term is defined in Section 1a(18) of the CEA and applicable CFTC regulations thereunder
(an “ECP”), or (b) (1) a producer, processor, or commercial user of, or a merchant handling, the
Commodity that is the subject of the Commodity Option Transaction, or the products or by-
products thereof, and (2) that such offeror is offering or entering into the Commodity Option
Transaction solely for purposes related to its business as such; and

(iii)  the Party that is the offeree of the Commodity Option Transaction
represents to the other Party (i.e., the offeror) that it is (a) a producer, processor, or commercial
user of, or a merchant handling, the Commodity that is the subject of the Commodity Option
Transaction, or the products or by-products thereof, and (b) entering into the Commodity Option
Transaction solely for purposes related to its business as such; and

(iv)  each Party intends to physically settle the Commodity Option, so
that if exercised, the Commodity Option Transaction will result in the sale of an “exempt
commodity” as defined in Section 1a(20) of the CEA or an “agricultural commodity” as defined
in CFTC Regulation 1.3(zz) for immediate or deferred shipment or delivery; and

v) each Party acknowledges that in reliance on CFTC Letter No. 13-
08 dated April 5, 2013, unless one of the Parties is a “swap dealer” or “major swap participant,”
as those terms are defined in CEA Sections 1a(49) and 1a(33), respectively and the applicable
CFTC Regulations thereunder, the Power Transaction is an unreported Trade Option that must be
reported by each Party on Form TO pursuant to CFTC Regulation 32.3(b)(2).

(e) Definitions.

) As used in this Section 12.8, “Commodity” shall mean any
nonfinancial commodity that can be physically delivered and that is an “exempt commodity” as
defined in Section 1a(20) of the CEA or an “agricultural commodity” as defined in CFTC
Regulation 1.3(zz), and includes any tangible or intangible commodity, good or article of any
type or description (that is not an “excluded commodity” as defined in Section 1a(19) of the
CEA), and all services relating to, and rights and interests in, such commodity, good or article,
whether presently or in the future dealt in (including, without limitation, any electric energy,
electric capacity, ancillary services, environmental attribute, or renewable energy credit).
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(ii)  Asused in this Section 12.8, “Interpretive Guidance #1” means the
CFTC’s interpretive guidance for “Certain Physical Commercial Agreements, Contracts or
Transactions” set forth in part 11.B.2.(b)(iii) of the CFTC’s Products Definition Final Rule, 77
Federal Register 48208 at 48242 - 48243 (August 13, 2012).

(iii)  As used in this Section 12.8, “Interpretive Guidance #2” means the
CFTC’s interpretive guidance for “Commercial Options Embedded in Forward Contracts™ set
forth in part II.B.2.(b)(ii) of the CFTC’s Products Definition Final Rule, 77 Federal Register
48208 at 48237- 48242 (August 13, 2012).

(iv)  As used in this Section 12.8, “OGC FAQ” means the Office of
General Counsel Response to Frequently Asked Questions Regarding Certain Physical
Commercial Agreements for the Supply and Consumption of Energy, issued by the CFTC’s
Office of General Counsel on November 14, 2012.

v) As used in this Section 12.8, “Trade Option” means a Commodity
Transaction between the Parties under this Agreement that meets the conditions for a trade
option exemption contained in CFTC Regulation 32.3(a).

® Miscellaneous.

(1) Each Party shall promptly give notice to the other Party if any of
the representations made in this Section 12.8 by such Party become incorrect or misleading.
Notwithstanding anything to the contrary in this Agreement, no breach of a representation made
in this Section 12.8 shall be deemed to have occurred solely on the basis of a representation
made in this Section 12.8 being incorrect or misleading in any material respect as a result of any
subsequent CFTC Regulation or subsequent decision by a court of competent jurisdiction in the
United states provided that such representation was true and correct in all material respects prior
to such subsequent CFTC Regulation or such subsequent court decision.

(i)  Each Party shall promptly provide the other Party any information
reasonably requested by such other Party to enable such other Party to comply with Title VII of
the Dodd-Frank Wall Street Reform and Consumer Protection Act and CFTC Regulations in
connection with any transaction between the Parties under this Agreement. Notwithstanding
anything to the contrary in this Agreement or in any non-disclosure, confidentiality or similar
agreement among the Parties, each Party hereby consents to the disclosure of information by the
other Party to the extent required under CFTC Regulations.

(iii)  As used herein, “CFTC Regulations” means any applicable rules,
regulations, orders, supplementary information, interpretation and guidance issued by the
Commodity Futures Trading Commission or any division or office thereof, and when used herein
may also include specific citations to Titles, Parts or Sections of Title 17 of the Code of Federal
Regulations, as amended, modified, superseded or otherwise supplemented from time to time.
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ARTICLE 13
INSURANCE

13.1 Insurance Required. Seller shall acquire and maintain at its sole cost and expense,
the types and amounts of insurance coverage as are consistent with Good Utility Practices, but in
no event less than the types and amounts described in Appendix C and this Article 13.
Notwithstanding this Agreement’s insurance requirements, Seller may (i) self-insure all or any
part of the insurance coverage required by this Agreement, subject to Buyers prior written
consent; and (ii) provide the insurance coverage required by this Agreement through a
combination of primary and excess policies. All self-insurance coverage shall be treated as if it

were an insurance policy.

13.2  Certificates of Insurance. Within ten (10) days of the execution of this
Agreement, Seller will provide Buyers with certificates of insurance evidencing the required
coverage set forth in this Article 13 and in Appendix C. Such certificates shall provide for a
minimum of sixty (60) days advance notice to Buyers of cancellation or material change in
coverage. Seller shall also provide advance copies of, and obtain prior written approval from
Buyers, such approval not to be unreasonably withheld, delayed or conditioned, for, any policy
endorsements that could modify or restrict Buyers’ rights as additional insureds or under the
contractual liability provisions of the subject policies. Failure by Seller to cause the procurement
of the insurance coverage or the delivery of certificates of insurance required by this Article 13
or Appendix C shall not relieve Seller of the insurance requirements set forth herein or therein or
in any way relieve or limit Seller’s obligations and liabilities under any other provision of this

Agreement.

ARTICLE 14
INDEMNIFICATION

14.1 Scope of Indemnity. Each Buyer and Seller (each, an “Indemnifying Party™)
expressly agrees to indemnify, hold harmless and defend Seller and the Buyers, as the case may
be, and their respective Affiliates, trustees, agents, officers, directors, employees, members,
representatives, agents and permitted assigns (each, an “Indemnified Party”) against all claims,
liability, fines, costs or expenses (on an after-tax basis), including reasonable attorney fees,
imposed by Governmental Authorities or arising from loss, damage or injury to the person or
property of third parties in any manner arising or resulting from: (a) acts and omissions by the
Indemnifying Party’s (or its Affiliates, trustees, agents, officers, directors, employees, members,
representatives, agents, contractors and permitted assigns) in connection with the performance,
or failure thereof, of its obligations under this Agreement; or (b) any other activities by or on
behalf of the Indemnifying Party (or its Affiliates, trustees, agents, officers, directors, employees,
members, representatives, agents, contractors and permitted assigns) to the extent that they
involve the negligence or willful misconduct of the such party, in each case except to the extent
such loss, damage or injury is the result of the negligence or willful misconduct of the

Indemnified Party.

14.2 Notice of Proceedings. An Indemnified Party which becomes entitled to
indemnification under this Agreement shall promptly notify the Indemnifying Party of any claim
or proceeding in respect of which it is to be indemnified. Such notice shall be given as soon as
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reasonably practicable after the Indemnified Party obligated to give such notice becomes aware
of such claim or proceeding. Failure to give such notice shall not excuse an indemnification
obligation except to the extent failure to provide notice adversely affects the Indemnifying
Party’s interests. The Indemnifying Party shall assume the defense thereof with counsel
designated by the Indemnifying Party; provided, however, that if the defendants in any such
action include both the Indemnified Party and the Indemnifying Party and the Indemnified Party
reasonably concludes that there may be legal defenses available to it that are different from or
additional to, or inconsistent with, those available to the Indemnifying Party, the Indemnified
Party shall have the right to select and be represented by separate counsel, at the expense of the
Indemnifying Party. If the Indemnifying Party fails to assume the defense of a claim, the
indemnification of which is required under this Agreement, the Indemnified Party may, at the
expense of the Indemnifying Party, contest, settle, or pay such claim; provided, however, that
settlement or full payment of any such claim may be made only with the Indemnifying Party’s
consent or, absent such consent, written opinion of the Indemnified Party’s counsel that such
claim is meritorious or warrants settlement.

ARTICLE 15
FORCE MAJEURE EVENT AND DELIVERY EXCUSE

15.1 Definition of Force Majeure Event. For the purposes of this Agreement, a “Force
Majeure Event” as to a Party claiming a Force Majeure Event, means any occurrence,
nonoccurrence or set of circumstances that prevents such Party, in whole or in part, from
performing any of its obligations or satisfying any conditions under this Agreement and that is
beyond the reasonable control of such Party and is not caused by such Party’s negligence or
failure to follow Good Ultility Practices, and that with the exercise of reasonable diligence could
not be avoided by the claiming Party. The term Force Majeure Event shall not include: (a) the
inability to meet a Legal Requirement or the change in a Legal Requirement; (b) strike, walkout,
lockout or other labor dispute at the Facility (except to the extent arising out of a strike, walkout,
lockout or other labor dispute not directed specifically at the Seller or the Facility); (c) failure of
Seller’s equipment, unless such failures are caused by an event which would otherwise constitute
a Force Majeure Event hereunder, if experienced by a Party; (d) changes in market conditions
that affect the cost or availability of equipment, materials, supplies or services, including the cost
of power from resources other than the Facility; (e) failures of contractors, suppliers or vendors,
unless such failures are caused by an event which would otherwise constitute a Force Majeure
Event hereunder; (f) temperature and humidity conditions; and (g) Delivery Excuse.

15.2 No Breach or Liability. Either Party shall be excused from performance of its
obligations hereunder, other than payment obligations that accrued prior to the declaration of the
Force Majeure Event, and shall not be construed to be in default in respect of such obligations to
the extent that and for so long as failure to perform such obligations is due to a Force Majeure

Event.

15.3 Capacity Payments. If, as a result of a Force Majeure Event or Force Majeure
Events claimed by Seller, Seller is unable to make available any part of the Contracted Capacity
or to deliver any Scheduled Energy and such inability continues for more than thirty (30)
aggregate Days over the Term, Buyers’ obligation to make Monthly Capacity Payments shall be
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excused for any Days of a Force Majeure Event exceeding such thirty (30) Day cumulative
period.

15.4 Declaration and Mitigation of a Force Majeure Event. Following the occurrence
of a Force Majeure Event, the affected Party shall:

(a) give the other Party or Parties prompt written notice of the declaration of
such event and intent to invoke the provisions of this Article 15, describing the particulars of

such Force Majeure Event;

(b) remedy its inability to perform as soon as reasonably practicable;
provided, however, that this Article 15 shall not require a Party to undertake unreasonable or
uneconomic costs or burdens or to settle any non-site specific strike, walkout, lockout or other
general labor dispute on terms which, in the sole judgment of the affected Party involved in the

dispute, are contrary to its interest; and

(©) when the affected Party is able to resume performance of its obligations
under this Agreement, provide the other Party or Parties with a written certification reasonably
acceptable to such other Party or Parties that the Force Majeure Event has been cured.

15.5 Suspension of Performance. The suspension of performance due to a Force
Majeure Event shall be of no greater scope and of no longer duration than is required by such
Force Majeure Event. No Force Majeure Event shall extend this Agreement beyond its stated

Term.

15.6 Termination for Force Majeure Event. If a Force Majeure Event prevents either
Party from performing any of its material obligations under this Agreement for more than ninety
(90) days, the non-affected Party shall have the right to terminate this Agreement at any time
thereafter after ten (10) Days’ notice and neither Party will have any further obligations
hereunder after the effective date of termination other than those obligations that survive such

termination.

15.7  Definition of Delivery Excuse. For the purposes of this Agreement, to the extent
that any of the following events prevents Seller, in whole or in part, from performing any of its
obligations or satisfying any conditions under this Agreement, such event shall be a “Delivery
Excuse”: (i) Buyer fails to perform its obligations under this Agreement; (ii) a reliability
directive is given by the Transmission Provider or Reliability Coordinator requiring Seller to
respond; and (iii) any failure by Buyers or their supplier to deliver the Natural Gas necessary to
provide the Scheduled Energy. The term Delivery Excuse shall not include a Force Majeure

Event.

15.8 No Breach or Liability. Seller shall be excused from performance of its
obligations hereunder and shall not be construed to be in default in respect of such obligations to
the extent that and for so long as failure to perform such obligations is due to a Delivery Excuse.

159 Capacity Payments. Buyers’ obligation to make Monthly Capacity Payments
shall not be excused as a result of a Delivery Excuse.
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15.10 Declaration and Mitigation of Delivery Excuse. Following the occurrence of a
Delivery Excuse, Seller shall give Buyers written notice of the declaration of such event and
intent to invoke the provisions of this Article 15, describing the particulars of such Delivery

Excuse.

15.11 Suspension of Performance. The suspension of performance due to a Delivery
Excuse shall be of no greater scope and of no longer duration than is required.

ARTICLE 16
DEFAULT AND REMEDIES

16.1  Default by Seller. The occurrence of any of the following events shall constitute
an Event of Default by Seller:

- (a) Seller fails to pay or credit Buyers any undisputed amount payable or
creditable by Seller to Buyers pursuant to this Agreement for fifteen (15) days after the same
shall have become due and payable or creditable and Seller fails to cure such failure within
fifteen (15) Days after receipt of written demand therefor from Buyers.

(b) Seller fails to perform or observe any material obligation of Seller under
this Agreement, other than those obligations specifically addressed in this Section 16.1 and such
failure continues for a period of thirty (30) Days after written notice thereof from Buyers.

(c) Any representation or warranty made by Seller herein or in any certificate
or other document delivered to Buyers pursuant hereto shall prove to be incorrect in any material
respect when made and is not corrected for a period of thirty (30) Days after written notice
thereof from Buyers.

(d) A court having jurisdiction shall enter: (i) a decree or order for relief in
respect of Seller in an involuntary case or proceeding under any applicable Federal or state
bankruptcy, insolvency, reorganization or other similar law; or (ii) a decree or order, the entry of
which was sought by an entity other than Seller, adjudicating Seller bankrupt or insolvent, or
approving as properly filed a petition seeking reorganization, arrangement, adjustment or
composition of or in respect of Seller under any applicable Federal or state law, or appointing a
custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of Seller or

of any substantial part of its affairs.

(e) Seller shall: (i) commence a voluntary case or proceeding under any
applicable Federal or state bankruptcy, insolvency, reorganization or other similar law or any
other case or proceeding to be adjudicated a bankrupt or insolvent; (ii) consent to the entry of a
decree or order for relief in respect of Seller in any involuntary case or proceeding under any
applicable Federal or state bankruptcy, insolvency, reorganization or other similar law or to the
commencement of any bankruptcy or insolvency case or proceeding against it; (iii) file any
petition, answer or consent seeking reorganization or similar relief under any applicable Federal
or state law, which, if granted would have the effect of relieving Seller of any of its obligations;
(iv) consent to the filing of any petition or to the appointment of or taking possession by a
custodian, receiver, liquidator, assignee, trustee, sequestrator or similar official of Seller or of
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any substantial part of its property; (v) make an assignment for the benefit of creditors; (vi) admit
in writing its inability to generally pay its debts as they become due; or (vii) take any action in
furtherance of any of the foregoing.

63} Seller fails to comply or cause compliance with the Seller Performance
Security requirements of Article 10, or Seller Guarantor breaches any of its material obligations
under the Seller Guaranty (or Seller Guarantor is no longer eligible under the definition of Seller
Guarantor) or if any representation or warranty made by Seller Guarantor in the Seller Guaranty
shall prove to be incorrect in any material respect, unless any of the foregoing is cured
(including, without limitation, by providing replacement Seller Performance Security) by the end
of the second (2") Business Day following receipt of a written notice from Buyers of a failure

under this Section 16.1(1).

(2) Seller violates the requirements of Article 17 through an assignment or
transfer of this Agreement or an ownership interest in the Facility or through a Change of
Control Transaction.

(h) Seller’s Monthly Availability Factor for the Unit falls below fifty percent
(50%) per month for five (5) months over the course of a rolling twelve (12) month period
during the Delivery Period.

@A) Seller breaches Section 4.3 by violating the Scheduling rights of Buyers,
by delivery of Energy to a third party during a Buyers’ Schedule or otherwise.

16.2  Default by Buyers. The occurrence of any of the following events shall constitute
an Event of Default by a Buyer:

(a) A Buyer fails to pay any undisputed amount payable by such Buyer to
Seller pursuant to this Agreement for fifteen (15) Days after the same shall have become due and
payable, and such Buyer fails to cure such failure to pay within fifteen (15) Days after receipt of
written demand therefore from Seller.

(b) A Buyer fails to perform or observe any material obligation of Buyer
under this Agreement, other than those obligations included in this Section 16.2, and such failure
continues for a period of thirty (30) days after written notice thereof from Seller.

(©) Any representation or warranty made by a Buyer herein or in any
certificate or other document delivered to Seller pursuant hereto shall prove to be incorrect in
any material respect when made and is not corrected for a period of thirty (30) Days after written
notice thereof from Seller.

(d) A court having jurisdiction shall enter: (i) a decree or order for relief in
respect of a Buyer in an involuntary case or proceeding under any applicable Federal or state
bankruptcy, insolvency, reorganization or other similar law; or (ii) a decree or order adjudicating
such Buyer bankrupt or insolvent, or approving as properly filed a petition seeking
reorganization, arrangement, adjustment or composition of or in respect of Buyer under any
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applicable Federal or state law, or appointing a custodian, receiver, liquidator, assignee, trustee,
sequestrator or other similar official of Buyer or of any substantial part of its affairs.

(e) A Buyer shall: (i) commence a voluntary case or proceeding under any
applicable Federal or state bankruptcy, insolvency, reorganization or other similar law or any
other case or proceeding to be adjudicated a bankrupt or insolvent; (ii) consent to the entry of a
decree or order for relief in respect of Buyer in any involuntary case or proceeding under any
applicable Federal or state bankruptcy, insolvency, reorganization or other similar law or to the
commencement of any bankruptcy or insolvency case or proceeding against it; (iii) file any
petition, answer or consent seeking reorganization or similar relief under any applicable Federal

- or state law, which, if granted would have the effect of relieving Buyer of any of its obligations;
(iv) consent to the filing of any petition or to the appointment of or taking possession by a
custodian, receiver, liquidator, assignee, trustee, sequestrator or similar official of Buyer or of
any substantial part of its property; (v) make an assignment for the benefit of creditors; (vi) admit
in writing its inability to generally pay its debts as they become due; or (vii) take any action in
furtherance of any of the foregoing.

® A Buyer violates the requirements of Article 17 through an assignment or
transfer of this Agreement.

16.3 Remedies.

(a) If an Event of Default occurs by Seller or a Buyer (the “Defaulting Party™)
at any time during the Term, then (i) Buyers, in the case where Seller is the Defaulting Party, and
(ii) Seller, in the case where one or both of Buyers is the Defaulting Party (Buyers and Seller in
such capacity, the “Non-Defaulting Party”) may, for so long as the Event of Default is
continuing, subject to the provisions of Arsticle 17 where applicable, take one or more of the
following actions: (A) exercise its rights at law or in equity, including specific performance or
injunctive relief; (B) exercise its rights under this Agreement including drawing on collateral
pursuant to Section 10.3; (C) immediately cease performance or withhold any payments, or both,
due in respect of this Agreement; and (D) establish a date on which this entire Agreement shall

terminate (the “Early Termination Date™).

(b) If an Early Termination Date has been established, and the Non-
Defaulting Party has not pursued an action for and obtained an award of, specific performance
against the Defaulting Party, the Non-Defaulting Party shall in good faith calculate its Gains,
Losses and Costs resulting from the termination of this Agreement, aggregate such Gains, Losses
and Costs into a single net amount (the “Termination Payment”), and then notify the Defaulting
Party. The Gains, Losses and Costs shall be determined by comparing the cost under this
Agreement of the Contracted Capacity and associated Energy that would be available under this
Agreement for the remainder of the Term had this Agreement not been terminated to the market
price of capacity and energy of equivalent reliability and scheduling flexibility for the remaining
Term (had this Agreement not been terminated). For the avoidance of doubt, nothing in Article
10 is intended to limit liability under this Section 16.3(b). To ascertain such market price, the
Non-Defaulting Party may consider, among other evidence, the settlement prices of NYMEX
energy futures contracts, quotations from leading dealers in energy swap contracts, offers for
replacement capacity and energy or bids to purchase the remaining capacity and energy that was
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to be sold pursuant to this Agreement, in either case made by bona fide third-parties (including
offers received by the Non-Defaulting Party in response to any request for proposals for capacity
and energy contracts), all adjusted for the length of the remaining Term (had this Agreement not
been terminated) and differences in locational basis (including costs of transmission investments
and transmission service), reliability, scheduling flexibility and any other considerations
affecting value. No Party shall be required to enter into replacement transactions in order to
determine the Termination Payment. If the Non-Defaulting Party’s aggregate Losses and Costs
exceed its aggregate Gains, the Defaulting Party shall, unless it disagrees with such Termination
Payment calculation, within fifteen (15) Business Days of receipt of such notice, pay the net
amount to the Non-Defaulting Party, which amount shall bear interest at the Interest Rate from
the Early Termination Date until paid. If the Non-Defaulting Party’s aggregate Gains exceed its
aggregate Losses and Costs, if any, resulting from the termination of this Agreement, the Non-
Defaulting Party may retain such Gains. If the Defaulting Party disagrees with the calculation of
the Termination Payment, the issue shall be resolved pursuant to the provisions of Article 18
applicable to Termination Payment disputes, and the resulting Termination Payment shall be due
and payable within three (3) Business Days after the award. As used in this Section 16.3(b): (1)
“Costs” shall mean, brokerage fees, commissions and other similar transaction costs and
expenses reasonably incurred by such Party either in terminating any agreement which it has
entered into to fulfill its obligations hereunder or entering into new agreements which replace
this Agreement, and attorneys’ fees, if any, incurred in connection with enforcing its rights under
this Agreement (for the avoidance of doubt, “Costs” includes the costs incurred by Buyers with
respect to the firm Natural Gas transportation obtained pursuant to Section 3.3( a)(v), subject to
mitigation as otherwise provided herein); (ii) “Gains” shall mean, an amount equal to the
economic benefit determined on a mark to market basis (exclusive of Costs), if any, to the Non-
Defaulting Party resulting from the termination of this Agreement; and (iii) “Losses” shall mean
an amount equal to the economic loss determined on a mark to market basis (exclusive of Costs),
if any, to the Non-Defaulting Party resulting from the termination of this Agreement.

16.4 Limitation of Remedies, Liability and Damages. UNLESS EXPRESSLY
HEREIN PROVIDED, NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL,
INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT DAMAGES, LOST PROFITS OR
OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN TORT OR
CONTRACT, UNDER ANY INDEMNITY PROVISION OR OTHERWISE; PROVIDED,
THAT ANY TERMINATION PAYMENT SHALL NOT BE CONSIDERED SUCH
DAMAGES; PROVIDED, FURTHER, HOWEVER, THAT THIS SENTENCE SHALL NOT
APPLY TO LIMIT THE LIABILITY OF A PARTY WHOSE ACTIONS GIVING RISE TO
SUCH LIABILITY CONSTITUTE FRAUD, GROSS NEGLIGENCE OR WILLFUL
MISCONDUCT. TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID
HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE ACTUAL
DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE, OTHERWISE
OBTAINING AN ADEQUATE REMEDY IS INCONVENIENT AND THE LIQUIDATED
DAMAGES DO NOT CONSTITUTE A PENALTY AND ARE A REASONABLE
APPROXIMATION OF THE HARM OR LOSS. NOTWITHSTANDING ANYTHING TO
THE CONTRARY IN THIS AGREEMENT, IN NO EVENT SHALL BUYERS’ LIABILITY
TO SELLER FOR A TERMINATION PAYMENT UNDER THIS AGREEMENT EXCEED
AN AMOUNT EQUAL TO THE SUM OF ANY AMOUNTS THEN OWED BY BUYERS
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HEREUNDER PLUS THE NET PRESENT VALUE (USING LIBOR OR OTHER
COMMERCIALLY REASONABLE INTEREST RATE) OF THE TOTAL OF ALL
REMAINING MONTHLY CAPACITY PAYMENTS FOLLOWING TERMINATION THAT
WOULD HAVE BEEN PAYABLE TO SELLER UNDER THIS AGREEMENT HAD THE
AGREEMENT REMAINED IN EFFECT THROUGH THE END OF THE. TERM; AND IN NO
EVENT SHALL SELLERS’ LIABILITY TO BUYERS FOR A TERMINATION PAYMENT
UNDER THIS AGREEMENT EXCEED AN AMOUNT EQUAL TO THE SUM OF ANY
AMOUNTS THEN OWED BY SELLERS HEREUNDER PLUS THE NET PRESENT VALUE
(USING LIBOR OR OTHER COMMERCIALLY REASONABLE INTEREST RATE) OF THE
TOTAL OF ALL REMAINING MONTHLY CAPACITY PAYMENTS FOLLOWING
TERMINATION THAT WOULD HAVE BEEN PAYABLE TO SELLER UNDER THIS
AGREEMENT HAD THE AGREEMENT REMAINED IN EFFECT THROUGH THE END
OF THE TERM; PROVIDED, HOWEVER, THAT THIS SENTENCE SHALL NOT APPLY
TO LIMIT THE LIABILITY OF A PARTY WHOSE ACTIONS GIVING RISE TO SUCH
LIABILITY CONSTITUTE FRAUD, GROSS NEGLIGENCE OR WILLFUL MISCONDUCT.
SELLER SHALL NOT BE LIABLE FOR ANY CLAIMS, DAMAGES OR LIABILITIES OF
ANY KIND, OTHER THAN AS REFLECTED IN THE CALCULATION OF THE MAF,
RESULTING FROM THE FAILURE TO DELIVER ENERGY DUE TO A FORCED
OUTAGE; PROVIDED, HOWEVER, THAT THIS SENTENCE SHALL NOT APPLY TO
LIMIT THE LIABILITY OF SELLER (AS PROVIDED AND LIMITED IN THIS
AGREEMENT) FOR ITS EVENT OF DEFAULT UNDER SECTION 4.3 OR SECTION

16.1(h) OF THIS AGREEMENT.

16.5 Disclaimer of Warranties. THERE ARE NO WARRANTIES UNDER THIS
AGREEMENT EXCEPT TO THE EXTENT SPECIFICALLY SET FORTH HEREOF. THE
PARTIES HEREBY SPECIFICALLY DISCLAIM AND EXCLUDE ALL IMPLIED
WARRANTIES, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY
AND OF FITNESS FOR A PARTICULAR PURPOSE.

16.6  No Interruption. Except as otherwise provided in this Agreement, unless and until
this Agreement has been terminated, neither Party shall, as a result of any breach or alleged
breach by the other Party, refuse to deliver, or suspend or delay any delivery of, Contracted
Capacity or associated Energy to be provided under this Agreement; refuse to take Energy to the
extent required under this Agreement; suspend, delay or refuse to make, any of the payments
required under this Agreement.

16.7 Duty to Mitigate. Notwithstanding any other provision of this Agreement, each
Party has a duty to mitigate damages and covenants that it will use commercially reasonable
efforts to minimize any damages it may incur as a result of another Party’s Event of Default.

16.8  Several Liability. Notwithstanding any provision to the contrary contained in this
Agreement, KU shall be responsible for sixty-two percent (62%) of the Buyers’ rights,
obligations and liabilities hereunder, including payments for Contracted Capacity pursuant to this
Article 16, and LG&E shall be responsible for thirty-eight percent (38%) of the Buyers’ rights,
obligations and liabilities, including payments for Contracted Capacity. Accordingly, the
obligations of Buyers hereunder shall be several and not joint, and neither Buyer shall be
responsible or liable for the obligations or liabilities of the other Buyer; provided, however, that
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any and all payments made by one Buyer to Seller shall be presumed to be made on behalf of
both Buyers in the then-applicable allocation amount. Upon thirty (30) Days’ notice to Seller,
Buyers may change the allocation percentages from time to time during the Term. If one Buyer
under this Agreement breaches the obligations of Buyers under this Agreement, the other Buyer
will have the right to cure such breach and will then be the sole Buyer hereunder and have 100%
of the rights, obligations and liabilities hereunder. If neither Buyer cures such breach and such
breach becomes an Event of Default, then Seller may exercise its remedies under Section 16.3
against both Parties (to the extent of each Party’s liability hereunder) or with respect to the entire
Agreement, whether they are at law, in equity or otherwise under this Agreement, including,
without limitation, terminating the entire Agreement, even if only one Buyer under this
Agreement causes an Event of Default or is otherwise in breach of this Agreement. Buyers
represent that the Authorized Representatives shall have the power and authority to act on behalf
of both Buyers for all purposes under this Agreement and Seller shall be entitled to rely on such
actions, including, without limitation, for issuing or granting any approval, consent or notice to
be issued or granted by Buyers hereunder, for requesting and receiving information from Seller,
for receiving invoices and notices from Seller, for exercising any option or other right granted to
Buyers hereunder, and for enforcing any remedies of Buyers hereunder. Notwithstanding the
foregoing, at any time when there is only one Buyer under this Agreement, such remaining
Buyer shall be the Buyer for all purposes under this Agreement.

ARTICLE 17
ASSIGNMENT AND TRANSFERS OF INTERESTS

17.1  Assignment and Assumption of Obligations.
(a) Seller.

(6] Seller may not assign this Agreement or any portion thereof to any
Person without the prior written consent of Buyers. Any proposed assignee of this Agreement
shall (A) agree in writing to assume assignor’s obligations hereunder, and (B) deliver to Buyers
such assurances regarding its creditworthiness (or provision of a Seller Guaranty and Eligible
Collateral as required hereunder) and its ability to perform all obligations of Seller hereunder, as
Buyers may reasonably request.

(i)  Notwithstanding Section 17.1(a)(i), Seller may, without the
consent of Buyers, assign this Agreement to a lender for collateral security purposes in
connection with any financing or the refinancing of the Facility. Buyers shall execute a consent
to the assignment of this Agreement in connection with any such financing or refinancing, with
such consent to assignment to contain reasonably customary terms; provided, that Buyers shall
not be required to accept any terms or conditions that materially expand the liability, risks or
obligations imposed on Buyers under this Agreement.

(b) Buyers. Buyers may not, without the prior written consent of Seller,
assign this Agreement or any portion thereof to any Person other than to the other Buyer or an
Affiliate of such Buyer with a creditworthiness as strong as the Buyers as of the Execution Date,
for which Seller consent shall not be required.
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17.2  Other Restrictions.

(a) Seller agrees that, without the prior written consent of Buyers, there will
be no (i) sale or transfer of any ownership interest in the Facility, or (ii) Change of Control
Transaction with respect to Seller.

(b) Notwithstanding the foregoing, the following shall be permitted, without
the prior consent of Buyers:

S @) sales or transfers of ownership interests in any or all of the units at
the Facility that are not the Unit;

(i)  the sale or transfer of ownership interests in the Facility as a whole
or the Unit if (i) all security required under Section 10.1 shall remain in place or be replaced
notwithstanding such disposition, or that such other security in form, substance and amount in
full compliance with this Agreement shall have been provided at or prior to such disposition and
(i) the transferee (or an Affiliate) has, or has made arrangements with a third party that has,
operating expertise in operating and maintaining Natural Gas turbine power generation facilities
with aggregate capacity of at least 450 MW. ’

(iii) a Change of Control Transaction shall be permitted if (i) all
security required under Section 10.1 shall remain in place or be replaced notwithstanding such
disposition, or that such other security in form, substance and amount in full compliance with
this Agreement shall have been provided at or prior to such disposition; and (ii) the party in
control of Seller after the consummation of such Change in Control Transaction has, or has
made, or its Affiliate has made arrangements with a third party that has, expertise in operating
and maintaining Natural Gas turbine power generation facilities with aggregate capacity of at
least 450 MW. ’

(©) General Requirements. Any consent required by Section 17.1 or Section
17.2 shall not be unreasonably withheld, conditioned or delayed; provided, however, that neither
Party shall be required to consent to any limitation of its rights under this Agreement or
expansion of the liability, risks or obligations imposed on it under this Agreement. It shall be
reasonable for any Party to condition its consent required by Article 17 on the execution of
amendments to this Agreement that are reasonably determined by such Party to be necessary to
preserve the value and protection afforded to such Party under this Agreement.

ARTICLE 18
DISPUTE RESOLUTION

18.1  Exclusive Procedure. Any dispute, controversy or claim arising out of or relating
to this Agreement or the breach, interpretation, termination, performance or validity of this
Agreement (each, a “Dispute™) shall be resolved pursuant to the procedures of this Article 18.

18.2 Dispute Notices. If a Dispute arises between Seller and one or both of Buyers,
then any Party to such Dispute (each, a “Disputing Party””) may provide written notice thereof to
the other Disputing Party or Disputing Parties, including a detailed description of the subject
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matter of the Dispute (the “Dispute Notice”). Any Disputing Party may seek a preliminary
injunction or other provisional judicial remedy if such action is necessary to prevent irreparable
harm or preserve the status quo, in which case the Disputing Parties nonetheless will continue to
pursue resolution of the Dispute pursuant to this Article 18. Notwithstanding any provision to
the contrary contained in this Agreement, in no event shall any Party be entitled to bring a
Dispute arising under this Agreement more than one (1) year after such Party knew or reasonably
should have known of the facts or circumstances giving rise to the Dispute or, in the case of a
Dispute with respect to any invoice, more than one (1) year after the date of the invoice.

18.3 Informal Dispute Resolution.

(a) The Disputing Parties shall make a good faith effort to resolve the Dispute
by prompt negotiations between and/or among each Disputing Party’s representative so
designated in writing to the other Disputing Party or Disputing Parties (each a “Manager”). If
the Managers are not able to resolve the Dispate within thirty (30) days after the date of the
Dispute Notice, they shall refer the matter to the designated senior officers of their respective
companies (the “Executive(s)”), who shall have authority to settle the Dispute. If the Executives
are not able to resolve the Dispute within sixty (60) days after the date of the Dispute Notice,
then the Parties will be permitted to seek their rights and remedies permitted in law and equity.

(b) All communications and writings exchanged between and/or among the
Disputing Parties in connection with these negotiations shall be confidential and shall not be
used or referred to in any subsequent binding adjudicatory process between and/or among the
Disputing Parties, either with respect to the current Dispute or any future Dispute between and/or

among the Parties.

ARTICLE 19
MISCELLANEOUS PROVISIONS

19.1 Amendments. This Agreement may be amended only by a written instrument
duly executed by authorized representatives of all of the Parties.

19.2 Binding Effect. This Agreement shall inure to the benefit of and shall be binding
upon the Parties and their respective successors and permitted assigns.

19.3  Counterparts. This Agreement may be executed in several counterparts, each of
which shall be an original and all of which shall constitute a single instrument.

19.4 Notices. Unless otherwise specified, any notice, demand, request, consent,
approval, or communication which is required or permitted under this Agreement shall be in
writing and shall be deemed given: (a) upon the next Business Day, when sent by overnight
delivery, postage prepaid using a recognized courier service; and (b) upon receipt, when sent by
electronic mail, provided receipt of such electronic mail is confirmed before 5:00 P.M. Central
Prevailing Time by an electronic mail in response or otherwise in writing. In all instances, notice
to the respective Parties should be directed as follows:
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To Seller;

Bluegrass Generation Company, LLC"
c/o LS Power Equity Advisors, LLC
1700 Broadway, 35" Floor

New York, NY 10019

Attn; General Counsel

Telephone: (212)-615-3456

Email: jstaikos@lspower.com

with a copy to:

Bluegrass Generation Company, LLC
c/o LS Power Development, LLC
400 Chesterfield Center, Suite 110
St. Louis, MO 63017

Attn: Adam Gassaway

Telephone: (636) 532-2200

Email: agassaway@lspower.com

with a copy to:

Bluegrass Generation Company, LLC
c/o LS Power Equity Advisors, LLC
One Tower Center, 21 Floor

East Brunswick, NJ 08816

Attn: Legal Department

Telephone: (732) 249-6750

Email: dsass@lspower.com

To Buyers:

Director, Marketing

LG&E and KU Energy LLC

220 W. Main St.

Louisville, KY 40202

Attn: Charles Freibert, Jr.
Telephone: (502) 627-3673

Email: Charlie.Friebert@lge-ku.com

with a copy to:
Senior Corporate Counsel
LG&E and KU Energy LLC220 W. Main St.
Louisville, KY 40202
Attn: Elizabeth Fox
Telephone: (502) 627-4850
Email: Beth.Fox@lge-ku.com
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Authorized Representative:

Director, Power Supply

LG&E and KU Energy LLC

220 W. Main St.

Louisville, KY 40202

Attn: Bob Brunner

Telephone: (502) 627-3673
Email: Bob.Brunner@lge-ku.com

or to such other addressees as may later be designated by the Parties by notice pursuant to this
Section 19.4. Any notice of an Event of Default shall be delivered pursuant to subsection (a)

above.

19.5 Entire Agreement. This Agreement (including the Appendices attached hereto)
constitutes the entire understanding between the Parties and supersedes any previous agreements
related to the subject matter hereof among the Parties. The Parties have entered into this
Agreement in reliance upon the representations and mutual undertakings contained herein and
not in reliance upon any oral or written representations or information provided by one Party to

the other Party not contained or incorporated herein.

19.6  Further Assurances. At a Party’s request, the other Party(ies) hereto shall
promptly execute and deliver to the requesting Party such data, documents, and information as
the requesting Party may reasonably request, and take such actions as may be reasonably
required, to allow the requesting Party to carry out its obligations as contemplated hereunder.
The Parties agree to provide such reasonable cooperation to each other as necessary to give

effect to the terms of this Agreement.

19.7 Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Kentucky.

19.8 Waiver of Jury Trial. EACH PARTY KNOWINGLY, VOLUNTARILY,
INTENTIONALLY AND IRREVOCABLY WAIVES THE RIGHT TO A TRIAL BY JURY IN
RESPECT OF ANY LITIGATION BASED ON THIS AGREEMENT, OR ARISING OUT OF,
UNDER OR IN CONNECTION WITH THIS AGREEMENT AND ANY AGREEMENT
EXECUTED OR CONTEMPLATED TO BE EXECUTED IN CONJUNCTION WITH THIS
AGREEMENT, OR ANY COURSE OF CONDUCT, COURSE OF DEALING, STATEMENTS
(WHETHER VERBAL OR WRITTEN) OR ACTIONS OF ANY PARTY HERETO. THIS
PROVISION IS A MATERIAL INDUCEMENT TO EACH OF THE PARTIES FOR
ENTERING HEREINTO. EACH PARTY HEREBY WAIVES ANY RIGHT TO
CONSOLIDATE ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF
OR IN CONNECTION WITH THIS AGREEMENT OR ANY OTHER AGREEMENT
EXECUTED OR CONTEMPLATED TO BE EXECUTED IN CONJUNCTION WITH THIS
AGREEMENT, OR ANY MATTER ARISING HEREUNDER OR THEREUNDER, IN
WHICH A JURY TRIAL HAS NOT OR CANNOT BE WAIVED.
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19.9  Time of Essence: Waiver.

(a) Time is of the essence in the performance of obligations pursuant to this
Agreement.

b) Except as otherwise provided for herein, the failure of any Party to enforce
at any time any of the provisions of this Agreement, or to require at any time performance by any
other Party of any of the provisions hereof, shall in no way be construed to be a waiver of such
provisions, or in any way to affect the validity of this Agreement or any part hereof or the right
of such Party hereafter to enforce every such provision. No modification or waiver of all or any
part of this Agreement shall be valid unless it is reduced to a writing, signed by all Parties, that
expressly states that all of the Parties agree to a waiver or modification, as applicable.

19.10 Headings. The headings contained in this Agreement are used solely for
convenience and do not constitute a part of the Agreement among the Parties, nor should they be
used to aid in any manner in the construction of this Agreement.

19.11 Third Parties. This Agreement is intended solely for the benefit of the Parties.
Nothing in this Agreement shall be construed to create any duty, standard of care or liability to
any Person not a Party to this Agreement. i

19.12 No Agency. This Agreement shall not be interpreted or construed to create an
association, joint venture, or partnership between or among the Parties or to impose any
partnership obligation or liability upon any Party. No Party shall have any right, power or
authority to enter into any agreement or undertaking for, or act on behalf of, or to act as or be an
agent or representative of, or to otherwise bind, any other Party.

19.13  Severability. If any term or provision of this Agreement or the application thereof
to any Person or circumstance shall to any extent be invalid or unenforcedble, the remainder of
this Agreement, or the application of such term or provision to Persons or circumstances other
than those as to which it is invalid or unenforceable, shall not be affected thereby, and each term
and provision of this Agreement shall be valid and enforceable to the fullest extent permitted by

law.

19.14 Negotiated Agreement. This Agreement shall be considered for all purposes as
prepared through the joint efforts of the Parties and shall not be construed against one Party or
another as a result of the preparation, substitution or other event of negotiation, drafting or
execution hereof.

19.15 Confidentiality.

(a) The Parties acknowledge that portions of this Agreement contain
Confidential Information and may require the Parties to disclose additional Confidential
Information to one another. Each Party agrees that: (i) from the date hereof until the end of the
Term for Confidential Information contained in this Agreement; and (ii) from the date of
disclosure until the end of the Term for additional Confidential Information disclosed during the
Term, it will not without the written consent of the disclosing Party or as otherwise provided
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herein, disclose to any third party (other than to (i) Affiliates of the receiving Party and its and
their employees, officers, directors, members, partners, lenders, potential lenders, potential
equity investors or owners, potential purchasers, counsel, accountants, or financial or other
consultants and (ii) advisors who need to know such information in connection with the
performance of their duties or services for such Affiliates or the disclosing Party, and in each
case who have agreed to keep such information confidential or are bound by a duty of
confidentiality to receiving Party or its Affiliates), such Confidential Information, except to the
extent that disclosure to a third party is required by Legal Requirement. The Parties agree to and
acknowledge that certain terms, conditions and provisions of this Agreement will need to be
disclosed in connection with Buyers’ satisfaction of the conditions set forth in Section 3.3,
including seeking Kentucky Public Service Commission approvals and with respect to seeking
transmission service from the Transmission Provider, and Buyers shall be permitted to make any
necessary disclosures of Confidential Information in connection therewith (including any
ongoing requirements), provided that Buyers shall use reasonable efforts to keep such
disclosures confidential to the extent permitted.

(b) Any public statement or other announcement by a Party concerning the
transaction described herein shall be reviewed and agreed upon by the Parties before release,
which agreement shall not be unreasonably withheld, conditioned or delayed.

19.16 Interpretation. In this Agreement, unless the context otherwise requires:

(a) the singular shall include the plural and any pronoun shall include the
corresponding masculine, feminine and neuter forms;

(b) the words “hereof,” “herein,” “hereto” and “hereunder” and words of
similar import when used in this Agreement shall, unless otherwise expressly specified, refer to
this Agreement as a whole and not to any particular provision of this Agreement;

() the words “include,” “includes” and “including” are to be construed as
being at all times followed by the words “without limitation;”

(d) any reference in this Agreement to “Section,” “Article,” or “Appendix”
shall be references to this Agreement unless otherwise stated, and all such Appendices shall be
incorporated into this Agreement by reference;

(e) unless specified otherwise, a reference to a given agreement or instrument,
and all schedules, exhibits, appendices and attachments thereto, shall be a reference to that
agreement or instrument as modified, amended, supplemented and restated, and in effect from

time to time;

® the term “month” shall mean a calendar month, ; and the term “year” shall
mean a calendar year. Whenever an event is to be performed, a period commences or ends, or a
payment is to be made on or by a particular date and the date in question falls on a day which is
not a Business Day, the event shall be performed, or the payment shall be made, on the next
succeeding Business Day; provided, however, that all calculations shall be made regardless of
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whether any given day is a Business Day and whether or not any given period ends on a Business
Day;

(2) unless otherwise stated, any reference in this Agreement to any Person
shall include its successors and permitted assigns, and in the case of any Governmental
Authority, any Person succeeding to its functions and capacities; and

h) all references herein to “$” or “dollars” shall refer to United States dollars.

19.17 Recording. Each Party acknowledges and consents to the tape or electronic
recording of all telephone conversations between and among the Parties, and that any such
recordings will be retained in confidence, secured from improper access, and may be submitted
in evidence .in any proceeding or action relating to this Agreement. Each Party waives any
further notice of such monitoring or recording, and agrees to notify its officers and employees of
such monitoring or recording and to obtain any necessary consent of such officers and

employees.

[The next page is the signature page.]
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IN WITNESS WHEREQF, the Parties have caused this Capacity Purchase and Tolling
Agreement to be executed by their duly authorized officers; as of the date first above written.

BUYERS

LOUISVILLE GAS AND ELECTRIC

SELLER

BLUEGRASS GENERATION COMPANY,

COMPANY' LLC

" Name: égamg E_Q[M Name: . I'OW - ,
Title: ’l/ /a (fﬁsB.s }ﬂ.i IJJA&\N Title: ?/W . . N
and

KENTUCKY UTILITIES COMPANY

"Name lgmee C Ee//aﬂ;.

tie: VO Gotes D istuibowhiont
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APPENDIX A
CAPACITY PAYMENT CALCULATION

The Monthly Capacity Payment shall be calculated for each month of the Delivery Period
as follows:

Monthly Capacity Payment (in §) = [Capacity Price x 1000 x Contracted Capacity x
Monthly Availability Factor] + Fixed O&M
Payment

Where:

Capacity Price = the price applicable to each month is $4.15/kw-
month.

Contracted Capacity = 165 MWs.

il

means the ratio of Delivered Energy divided by
Scheduled Energy rounded to the nearest hundredth.
When this ratio is equal to or greater than 97% the
Monthly Availability Factor will be 1.00. When the
ratio is less than 97% and greater than or equal to
90%, the Monthly Availability Factor (“MAF”) will
decrease 1% for each 1% decrease in the ratio of
Delivered Energy divided by Scheduled Energy.
When the ratio is less than 90% the Monthly

- Availability Factor will be decreased by 5% for
every 1% decrease in the ratio of Delivered Energy
divided by Scheduled Energy. For clarity, see the
table below that defines the MAF value when the
ratio is calculated.

Monthly Availability Factor or MAF

When the Scheduled Energy during the month is
less than 3,465 MWh (twenty one (21) hours at 165
MW/h), then the MAF = 1.

Any Scheduled Outage days within the time periods
set forth in Appendix D shall not be included in the
calculation of the MAF; provided, that once such
time periods set forth in Appendix D are exceeded,
such excess Scheduled Outage hours shall be
included in the calculation of the MAF as Forced

Outage hours.
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If there is a Forced Outage with respect to the Unit,
for purposes of the MAF calculation, and Buyers
have at least two (2) combustion turbines from the
Trimble County facility on-line, then the Contract
Capacity shall be deemed to be Scheduled Energy
for such hours; provided, that if two (2) combustion
turbines are not on-line, then the Contract Capacity
shall not be deemed Scheduled Energy for such
hours. If requested by Sellers, Buyers shall provide
reasonable evidence that two (2) of such Trimble
County combustion turbines were on-line during the
times indicated by Buyers for the previous month.

Monthly Availability Factor Table (assuming Scheduled Energy during the month is

greater than 3,465 MWh (twenty one (21)) hours at 165 MW/h)
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Scheduled Energy = the aggregate amount of Energy scheduled by
Buyers plus the Contracted Capacity deemed
Scheduled under the definition of MAF under this
Appendix A during such month pursuant to this
Agreement (in MWh) ; provided, that Scheduled
Energy shall not include Energy that could not be
delivered by Seller due to a Delivery Excuse or due
to the Contracted Capacity that is not deemed to be
Scheduled under the definition of MAF under this
Appendix A during such month pursuant to this
Agreement (in MWh).
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Delivered Energy

Fixed O&M Payment

Scheduled Energy that is delivered by Seller to
Buyers to the Interconnection Point as measured at
the connection points defined below during such
month pursuant to this Agreement. Any MWHs
generated before or after the start and end of any
applicable Schedule is not included in the
calculation of Delivered Energy. Also any MWHs
delivered in any hour greater than the Schedule for
such hour are not included in the calculation of
Delivered Energy.

For determining the amount of Delivered Energy
for any Unit (including any Alternate Source that
becomes the Unit), the following procedures shall

apply:

If the Unit is unit 1 at the Facility, then Delivered
Energy in such hour shall be the amount of Energy
measured at the gross meter for unit 1 at the Facility
minus 0.9 MWH.

If the Unit is unit 2 at the Facility, then Delivered
Energy in such hour shall be (a) if unit 1 is not
running, the amount of Energy delivered to the
Interconnection Point for unit 1 and unit 2; and (b)
if unit 1 is running, (i) the amount of Energy
delivered to the Interconnection Point for unit 1 and
unit 2, minus (ii) the amount of Energy measured at
the gross meter for unit 1 at the Facility minus 0.9

MWH.

If the Unit is Unit 3 at the Facility, then Delivered
Energy shall be the amount of Energy delivered to
the Interconnection Point for Unit 3.

the amount (in $/kW-month) set forth in the table
below for the applicable Annual Period x 1000 x
Contracted Capacity.

Year Fixed O&M
2015 $ 0.70
2016 S 0.72
2017 S 0.74
2018 S 0.75
2019 S 0.77
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APPENDIX B

ENERGY PAYMENT CALCULATION

The Monthly O&M Payment and MFA shall be calculated each month of the Delivery Period as

follows:

- Monthly O&M Payment and MFA
(in $)

Where:
Delivered Energy
Variable O&M

Start-up Amount

MFA

I

(Delivered Energy * Variable O&M) + Start-up
Amount — MFA.

As defined in Appendix A.

The amount (in $/MWh) set forth in the table below
for the applicable Annual Period.

Year Variable O&M

2015 S 0.55
2016 S 0.56
2017 S 0.58
2018 S 0.59
2019 S 0.61

The amount set forth in the table below for the
applicable Annual Period x the total number of
Turbine Starts during such month (in $).

Year Start-up Amount
2015 S 8,500.00
2016 $ 8,712.50
2017 S 8,930.31
2018 S 9,153.57
2019 | ¢ 9,382.41

the total cost of Natural Gas purchased and supplied
by Buyers pursuant to this Agreement in excess of
the Natural Gas that would have been consumed at
the Guaranteed Heat Rate (calculated as follows for
the applicable month), and the Natural Gas used for
Turbine Starts:

Average Cost of Natural Gas x (the actual amount
of Natural Gas consumed as determined at the
Natural Gas Pseudo Meter — Delivered Energy x
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Average Cost of Natural Gas

Guaranteed Heat Rate

1/1000 x Guaranteed Heat Rate — (number of
Turbine Starts x 350))

The 1/1000 is to convert Btw/kWh to
MMBtu/MWh. W

If this equation equals a negative number or zero (0)
then the MFA will be zero (0).

If this equation equals a positive number then the
MFA will equal the number.

The average of the day ahead Henry Hub ICE
Indices ($/MMBtu) plus $0.35/MMBtu for the days
that Scheduled Energy is delivered in a month.

10,900 BtwkWh.
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APPENDIX C
INSURANCE REQUIREMENTS

1. Insurance During Term. At all times during the Term, Seller shall obtain and
maintain, at its expense, insurance coverage as follows with insurance companies having an
A.M. Best Rating of A- or better and financial category VIII or better, and on forms satisfactory
to Buyers as follows:

(a) Commercial general liability insurance covering bodily injury and
property damage liability with an occurrence and aggregate limit of not less than $ 5,000,000.
Policy or policies shall be written on an ‘occurrence’ or ‘claims made’ form, but if such policy is
a claims made form, Seller agrees to maintain claims made policy for at least three (3) years
beyond the termination of this Agreement. All such insurance shall be on a commercial general
liability or excess liability form, which shall include standard coverages such as
Premises/Operations Liability, Products/Completed Operations, Personal/Advertising Injury,
Contractual Liability, Explosion, Collapse, or Underground (XCU), Broad Form Property
Damage and Fire Damage Legal;

(b) Workers Compensation insurance insuring against and satisfying the
obligations and liabilities under applicable workers compensation laws and Employers Liability
with $ 1,000,000 per accident, disease or occurrence; and

(c) Commercial automobile liability insurance for operation of any owned,
hired, leased or non-owned vehigles used during the performance of this Agreement, at a limit of
liability not less than $2,000,000 combined single limit for bodily injury and property damage.

2. Requirements. All insurance as provided above shall be endorsed to include
Buyers, each of their officers, directors, employees and agents as additional insureds and shall
not be reduced or canceled without thirty (30) days' prior written notice to Buyers. In addition,
Seller's insurance shall be primary as respects Buyers, and any other insurance or self-insurance
maintained by Buyers shall be excess of and not contributing insurance with Seller's insurance.
Seller waives all subrogation rights against Buyers for damages caused by fire or other causes of
loss to the extent such loss is covered by insurance policies required hereunder, and the policies
shall be endorsed as necessary to reflect such waiver of subrogation rights. Seller shall provide
evidence that all insurance policies required to be obtained hereunder are in full force and effect

throughout the Term.
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APPENDIX D
SCHEDULED OUTAGES

For each Annual Period, Seller shall be entitled to schedule the following Scheduled
Outages, but no others during the Term (with any overage on such Scheduled Outages counting
towards the Monthly Availability Factor in the month in which such overage occurs):

@) Up to 14 days in any Annual Period in which no major maintenance is to
occur;

(ii)  Upto 21 days in any Annual Period in which a combustor inspection (as
defined by the maintenance documents of the original equipment
manufacturer) is performed on the Unit; and

(iii))  Up to 28 days in any Annual Period in which a hot Natural Gas path
inspection (as defined by the maintenance documents of the original
equipment manufacturer) is performed on the Unit.

Notwithstanding the foregoing, the aggregate amount of Scheduled Outages for the
Term shall not exceed seventy seven (77) days with respect to such the maintenance provided
above on the Unit (including an applicable Alternate Source).

The duration and frequency of such Scheduled Outages shall be conducted pursuant to
Good Utility Practices. All other outages (planned or unplanned) shall be included in the
calculation of the Monthly Availability Factor in Appendix A, including without limitation any
short term maintenance outages or Forced Outages.




APPENDIX E

Redacted in its Entirety



APPENDIX F

Redacted in its Entirety
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APPENDIX G

NATURAL GAS ALLOCATION

1) Pseudo meter.

a. The Buyers will establish the Unit’s consumption Natural Gas meter as a pseudo

meter (the “Natural Gas Pseudo Meter”) under the Buyers’ Gas transportation
service arrangements and with a three party agreement by and among Buyers,
Seller and Texas Gas Transmission.

Seller will support the use of existing or the installation of additional telemetering
equipment for the use by the Buyers and/or the Buyers’ Natural Gas
transportation service provider in accordance with Section 5.3.

2) Delivery of Natural Gas.

a.

Buyers shall be responsible for delivering all natural gas for the Buyers’ use to the
Natural Gas Delivery Point.

Seller shall be responsible for delivering all Natural Gas from the Natural Gas
Delivery Point to the Natural Gas Pseudo Meter.

3) Accounting of Natural Gas usage.

a.

b.

Seller shall be responsible for all Natural Gas usage at the Facility upstream of the
Natural Gas Pseudo Meter.

Buyers shall be responsible for all Natural Gas usage measured at the Natural Gas
Pseudo Meter in accordance with the Buyers® Natural Gas transportation service
arrangements with Texas Gas Transmission.

Any difference between the Natural Gas measured at the Natural Gas Pseudo
Meter and the Natural Gas Delivery Point is the responsibility of the Seller under
the Seller’s contractual arrangements with Texas Gas Transmission.

4) For the purposes of the Seller and Buyers’ Imbalances with the transportation service
provider and in the Seller’s calculation of the MFA:

a.

b.

All nominations made by the Buyers are delivered to the Natural Gas Pseudo
Meter.

Buyers® Natural Gas consumption is the lesser of the usage measured at the
Natural Gas Pseudo Meter and the Facility’s usage measured at the Natural Gas
Delivery Point.

Seller’s Natural Gas consumption is the Facility’s usage measured at the Natural
Gas Delivery Point minus the usage measured at the Natural Gas Pseudo Meter,
but cannot be less than zero.




APPENDIX H

Redacted in its Entirety
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1 Capacity and Energy Need

The Companies presented their most recently updated peak demand and energy forecast (“2014 LF”) in
the 2014 Integrated Resource Plan (“IRP”) filed in April 2014. After the IRP was filed, on April 21, 2014,
nine KU municipal customers provided notices of termination of their wholesale power agreements. As
a result, KU’s forecasted summer peak demand will be reduced by approximately 325 MW after April 30,
2019. As a result of the municipal contract termination, on August 12, 2014, the Companies informed
the Kentucky Public Service Commission (“KPSC”) that they would be withdrawing their application for a
Certificate of Public Convenience and Necessity (“CPCN”) for a 2x1 natural gas combined cycle (“NGCC”)
generating facility at the existing Green River station that would have been operational by the summer
of 2018. At the same time, the Companies informed the KPSC that they continued to recommend the
approval of a 10 MW photovoltaic solar facility to be constructed at the E.W. Brown station by
December 2016.

In preparing the 2014 IRP, it was assumed that both the Green River NGCC and Brown Solar Facility
would be approved and constructed. With the pending reduction in load caused by the municipal
contract termination, the withdrawal of the Green River NGCC CPCN, and the approval of the Brown
Solar Facility still uncertain, the Companies have re-evaluated their capacity and energy needs through
2019. Table 1 shows the forecasted reserve margin from the 2014 IRP adjusted for the terminating
municipal load and removal of the Green River NGCC and Brown Solar Facility. As discussed in the 2014
IRP, the Company’s target reserve margin range is 16 percent to 21 percent. Compared to the minimum
of this range, the Companies have a reserve margin shortfall from 2015 to 2018 but will be slightly
above the minimum value once the municipals terminate.

Table 1 - LG&E/KU Resource Summary (MW, Summer, 2014 LF with Muni Termination)

2015 2016 2017 2018 2019
Forecasted Peak Load 7,364 7,450 7,536 7,623 7,663
Energy Efficiency/DSM (336) (365) (394) (423) (406)
Terminating Municipals 0 0 (16) (16) (325)
Net Peak Load 7,028 7,085 7,126 7,183 6,932
Existing Resources 7,792 7,775 7,775 7,775 7,775
Firm Purchases (OVEC) 155 155 155 155 155
Curtailable Demands 131 131 131 131 131
Total Supply 8,078 8,061 8,061 8,061 8,061
Reserve Margin ("RM") 14.9% 13.8% 13.1% 12.2% 16.3%
RM Shortfall (21%) (427) (512) (562) (631) (326)
RM Shortfall (16%) (75) (157) (205) (272) 20

*Negative values reflect reserve margin shortfalls.

! The wholesale power contract with the City of Paris provided for a 3-year termination notice so their contract will
terminate on April 30, 2017. The summer peak load of the City of Paris is forecasted to be 16 MW.

3
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2 May 2014 RFP

To evaluate alternatives for meeting the Companies’ capacity needs in 2015 through 2018, on May 14,
2014 the Companies issued an RFP for 100-350 MW of capacity and energy for the period of 2015
through 2020. The RFP responses are summarized in Table 2.

Tabile 2 — Summary of May 2014 RFP Responses

Respondent PPAProposal

sty

il

|
|
|

ey

3 E

3 RFP Analysis

The RFP analysis was completed in two parts. A screening analysis grouped similar proposals and
identified the proposals in sach group with the lowest levelized cost. As part of the screening analysis,
the Companies assessed the availability of transmission capacity for sach proposal, The least-cost
proposals in each group with available transmission capacity were then evaluated in a detailed
production cost analysis in the context of the Companies’ generation portfolio.

3.1 Screening Analysis

For proposals with similar dispatch characteristics and contract terms, those with the lowest levelized
cost will evaluate most favorably. For this reason, in the screening analysis, similar proposals were
grouped together and evaluated against each other. To identify the proposals in sach group with the
lowest levelized cost per MWh, the proposals were evaluated under three operating scenarios and three
gas price scenarips {nine scenarios in total). Operating scenarios were defined by an assumed capacity
factor and number of starts per year. The operating scenarios evaluated for each group are summarized
in Table 3.7 The natural gas price scenarios were taken from the Companies’ 2014 IRP and are
summarized in Table 4. Each scenario in the screening analysis was assumed to be equally likely.

* The proposals from %cxf— have 16-hour and 2-hour minimum run-times,
respectively. Since the sareening analysis does not differentiate between these dispatch characteristics, the-
proposals wers grouped separately.
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Table 3 — Operating Scenarios for Screening Analysis

Scenario 1 Scenario 2 Scenario 3
Capacity | Number | Capacity | Number | Capacity | Number
Group Factor of Starts Factor of Starts Factor of Starts
Coal 35% 20 50% 10 85% 5
NGCC 35% 20 50% 10 85% 5
Peak — 16 Hour Min Run-Time
(“Peak_16hr") 2% 10 10% 50 20% 100
Peak — 2 Hour Min Run-Time
(“Peak_2hr") 1% 10 5% 50 10% 100
Table 4 — Natural Gas and Coal Prices (Nominal $/mmBtu)
Henry Hub Natural Gas Prices (Source: EIA)
Year Low Mid High
2015 2.52 3.32 3.85
2016 2.84 3.86 4.56
2017 2.85 4.06 4.96
2018 2.97 4.42 5.45
2019 3.03 4.59 5.86

proposed to

proposal was not considered in the screening analysis.

Since the Companies would no
n- was not considered a viable option.

, the proposal fro

The screening analysis considered each proposal’s fixed and operating costs. Where applicable, the
following costs were considered in the screening analysis:
1. Fuel/Energy Costs
Start Costs
Hourly Operating Cost
Variable O&M
Fixed O&M
Capacity Charge
Fixed Cost for Firm Transmission Service
Firm Gas Transportation Costs

PNV A LN

The results of the screening analysis are summarized in Table 5. Based solely on price, the proposals
from were the top proposals in each group. However, as part of
the screening analysis, the Companies assessed the availability of transmission capacity for each of these
proposals. Based on this assessment, transmission capacity was not available from
over the contract term.? Therefore, the proposals from
were excluded from the subsequent detailed production cost analysis.

* A table listing the available transmission capacity from— is

included in Appendix A — Available Transmission Capacity.
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Table 5 — Screening Analysis Results

Levelized Levelized Levelized
Fixed Cost Variable Cost Total Cost
($/MWh) ($/MWh) ($/MWh)

With no viable alternatives in the coal and NGCC screening groups, the top options in the remaining
screening groups are the . Therefore, these proposals were
included in the more detailed production cost analysis.

3.2 Detailed Production Cost Analysis
The detailed production cost analysis covers the period May 1, 2015 through April 30, 2019. It uses
inputs, including the load forecast and natural gas prices, from the 2014 IRP.

Table 6 lists the alternatives that were evaluated in the detailed production cost analysis. To improve

the comparability of the analysis, the Companies evaluated the proposals with

Table 6 — Production Cost Analysis Alternatives

Delivered

Description Mw

As a result of the short-term nature of the Companies’ energy and capacity need, the screening analysis
demonstrated that the ranking of proposals is not materially impacted by the level of gas prices.
Therefore, the detailed production cost analysis focused only on the Mid gas price scenario. The results
of the detailed production cost analysis are summarized in Table 7.

Table 7 — Production Cost Analysis Results (PVRR 2015-2019, $2014, $M)
Production| Capacity | Firm Gas

Firm XM Diff from

Description

Based on the results in Table 7, the is the least-cost proposal, followed by
. According to the proposal, the Companies must
. If the Companies do not do this,
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Given the
structure of this proposal and the Company’s obligation to maintain system reliability, the Companias
would likely be forced during hot or cold weather perinds to

In dding this, the
Companies would likely have to back down a less costly unit. This analysis does not consider this
additiona! ‘reliability’ cost associated with the proposal.

3.3 Final Recommendation

Based on the results of the detailed production cost analysis, the Companies entered into negotiations
with and ultimately signed a letter of intent for a

Table 8 lists the results of the updated
proposal alongside the results of the previously evaluated proposals. The proposal is clearly
the least-cost alternative for meeting the Companies short-term capacity and energy needs even
without including the aforementioned ‘reliability’ cost in the f-PVQR,

Table 8 —~ Updated Production Cost Analysis Results {PVRR 2015-2019, 1520}4, SM}

Production | Capacity | Firm Gas Fixed Firm XM Diff from
Loats Charge ]

The impact of this PPA on the Companies’ forecasted reserve margin is summarized in Table 9. Based on
Table 9, the reserve margin may fall below the low end of the 16% to 21% target range by 2017.
However, the Companies plan to revisit the supply situation based on the development of load and
market conditions, '}'heh PPA is a means to support reliability by staying within the reserve
margin range in the near term while minimizing revenue requirements and monitoring the development
of lvad over the naxt 12 to 24 months,
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Table 9 — LG&E/KU Resource Summary w/ PPA (MW, Summer, 2014 LF with Muni Termination)

2015 2016 2017 2018 2019

Forecasted Peak Load 7,364 7,450 7,536 7,623 7,663
Energy Efficiency/DSM (336) (365) (394) (423) (406)
Terminating Municipals 0 0 (16) (16) (325)
Net Peak Load 7,028 7,085 7,126 7,183 6,932
Existing Resources 7,792 7,775 7,775 7,775 7,775
Firm Purchases (OVEC) 155 155 155 155 155
Curtailable Demands 131 131 131 131 131
165 165 165 165 0

Total Supply 8,243 8,226 8,226 8,226 8,061
Reserve Margin ("RM") 17.3% 16.1% 15.4% 14.5% 16.3%
RM Shortfall (21%) (262) (347) (397) (466) (326)
RM Shortfall (16%) 90 8 (40) (107) 20

*Negative values reflect reserve margin shortfalls.

4 Utility Ownership Calculation

Since the merger of LG&E and KU, the Companies have determined utility ownership splits for twelve
jointly-owned units: Cane Run 7 (“CR7”), Trimble County 2 (“TC2"”), and ten SCCTs at the Trimble
County, E.W. Brown, and Paddy’s Run stations. The methodology used to determine the ownership split
is dependent on the type of generating unit. For units like CR7 and TC2 that are expected to provide
significant energy to customers, the ownership split is based on the expected energy benefits to each
company. For peaking units like SCCTs, the ownership split is determined based on providing capacity
for each utility’s projected reserve margin need.

In 2011, the Companies determined an ownership split for CR7 of 78% for KU and 22% for LG&E, based
on the energy needs of the utilities. The Companies also proposed to purchase all three Bluegrass SCCTs
(495 MW) from LS Power.? Based on capacity needs to maintain reserve margins, the proposed
ownership split for the Bluegrass facility was 69% for LG&E and 31% for KU. Based on this ownership,
the 2014 IRP forecasted reserve margins for the 2015-2018 period would have been 19-21% for KU and
20-23% for LG&E. However, since the Companies could not complete the purchase as proposed, the
forecasted reserve margins over the same period are 15-18% for KU, but only 8-10% for LG&E.

Consistent with previous SCCT facilities, the ownership split for the

was developed based on each utility’s projected reserve margin need over the PPA
period. Considering the over the 2015-2018 period, 100% of the PPA costs
should be allocated to LG&E. This ownership allocation increases the 2015-2018 forecasted reserve
margin to 14-16% for LG&E, while maintaining KU’s forecasted reserve margin range of 15-18%.

* The Companies were ultimately forced to terminate their agreement with LS Power due to an unfavorable
Federal Energy Regulatory Commission {(“FERC”) ruling.




5 Appendix A — Available Transmission Capacity

A 55% Ni& NiA 94%

&

25% 47% 47% WA 47% - 29% 29%
47 % B8% 82% 71% Nid Nid 82%
0% 59% NIA 0% NiA N/A 82%

100%

Source: LG&E/KU ITO Stakeholder Meeting, June 25, 2014.

Based on the table above, monthly firm transmission is not consistently available from EEl or TVA to
LGEE.
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LOUISVILLE GAS AND ELECTRIC COMPANY

FINANCIAL EXHIBIT
(807 KAR 5:001 SEC. 18(2)(a) and 18(2)b))

June 30, 2014
Amount and kinds of stock authorized.

75,000,000 shares of Common Stock, without par value
1,720,000 shares of Preferred Stock at $25.00 par value — authorized, but unissued
6,750,000 shares of Preferred Stock, without par value — authorized, but unissued

Amount and kinds of stock issued and outstanding.

Common Stock:
21,294,223 shares issued and outstanding, without par value, recorded at $424,334,535.

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

None

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

Date of Execution: As of October 1, 2010 (Supplemental Indentures were executed on
October 15, 2010, November 1, 2010 and November 1, 2013.)

Mortgagor: Louisville Gas and Electric Company

Trustee: The Bank of New York Mellon

Amount of Authorized Debt: One quintillion dollars

Amount of Debt Secured: $1,359,304,000

Sinking Fund Provisions: None

Pledged Assets: Substantially all assets of Loulsvﬂle Gas and Electric Company located
in Kentucky
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Amount of bonds authorized, and amount issued, giving the name of the public utility
which issued the same, describing each class separately, and giving date of issue, face
value, rate of interest, date of maturity and how secured, together with an amount of
interest paid thereon during the last 12-month period.

Secured by first mortgage lien on substantially all assets in Kentucky.

Louisville Gas and Electric Company

Interest
Principal Amount Expense
Outstanding at Year Ended
Date of Date of Rate of June 30, June 30,
Issue Maturity Interest Authorized 2014 2014
Pollution Control Bonds
05/19/00 05/01/27 Variable $ 25,000,000 $ 25,000,000 $ 195,546
08/09/00 08/01/30 Variable 83,335,000 83,335,000 103,845
09/11/01 09/01/27 Variable 10,104,000 10,104,000 11,221
03/06/02 09/01/26 Variable 22,500,000 22,500,000 54,080
03/06/02 09/01/26 Variable 27,500,000 27,500,000 63,358
03/22/02 11/01/27 Variable 35,000,000 35,000,000 101,016
03/22/02 11/01/27 Variable 35,000,000 35,000,000 100,244
10/23/02 10/01/32 Variable 41,665,000 41,665,000 59,975
11/20/03 106/01/33 1.65% 128,000,000 128,000,000 * 2,112,000
04/13/05 02/01/35 2.20% 40,000,000 40,000,000 *** 1,469,221
04/26/07 06/01/33 1.15% 31,000,000 31,000,000 ** 356,500
04/26/07 06/01/33 1.60% 35,200,000 35,200,000 * 563,200
04/26/07 06/01/33 4.60% 60,000,000 60,000,000 2,760,000
Interest Rate Swaps 7,046,992
$ 574,304,000 $ 574,304,000 $ 14,997,198
First Mortgage Bonds
11/16/10 11/15/15 1.625% $ 250,000,000 $250,000,000 4,062,500
11/16/10 11/15/40 5.125% 285,000,000 285,000,000 14,606,250
11/14/13 11/15/43 4.650% 250,000,000 250,000,000 7,297,917
$ 785,000,000 $ 785,000,000 $ 25,966,667

* On January 13, 2011, Louisville Gas and Electric (LG&E) remarketed the
Louisville/Jefferson County Metro Government 2003 Series A and 2007 Series B bonds.
In connection with the remarketing, each bond series was converted to a mode wherein
the interest rate was fixed for an intermediate term but not the full term of the bond. The
2003 Series A bonds bore interest at the rate of 1.900% until April 2012 and the 2007
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Series B bonds bore interest at the rate of 1.900% until June 2012. On April 2, 2012, the
2003 Series A bonds were remarketed wherein the interest rate is fixed for an
intermediate term but not the full term of the bonds at the rate of 1.650%. On June 1,
2012, the 2007 Series B bonds were remarketed wherein the interest rate is fixed for an
intermediate term but not the full term of the bonds at the rate of 1.600%. At the end of
the intermediate terms, the Company must remarket the bonds or buy them back.

** On December 1, 2012, LG&E remarketed the Louisville/Jefferson County Metro
Government 2007 Series A bonds wherein the interest rate is fixed for an intermediate
term but not the full term of the bonds at the rate of 1.15%. At the end of the intermediate
term, the Company must remarket the bonds or buy them back.

*** On December 2, 2013, LG&E remarketed the Louisville/Jefferson County Metro
Government 2005 Series A bonds wherein the interest rate is fixed for an intermediate
term but not the full term of the bonds at the rate of 2.20%. At the end of the intermediate
term, the Company must remarket the bonds or buy them back.

Each note outstanding, giving date of issue, amount, date of maturity, rate of interest, in
whose favor, together with amount of interest paid thereon during the last 12-month
period.

There are no notes outstanding as of June 30, 2014.!

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

| None, other than current and accrued liabilities.

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

Dividends on Common Stock. without par value (not based on rate per share)

2009 $ 80,000,000
2010 55,000,000
2011 83,250,000
2012 75,250,000
2013 99,000,000

(1) On November 1, 2010, PPL Corporation completed its acquisition of E.ON U.S
LLC., the Company’s parent. Upon completion of the acquisition, E.ON U.S. LLC was
renamed LG&E and KU Energy LLC. The 21,294,223 shares are currently owned by
LG&E and KU Energy LLC. From May 1998 to October 31, 2010, the 21,294,223

" LG&E maintains a syndicated revolving credit facility of $300 million. Although there isn’t any outstanding
balance on the revolver, LG&E has executed notes under the multivear revolving credit program, and also has $70
million of short term commercial paper outstanding as of June 30, 2014.
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shares were all owned by E.ON U.S. LLC (formerly LG&E Energy LLC) and all
dividends declared by LG&E’s Board of Directors were paid to E.ON U.S. LLC.
Subsequent to October 31, 2010, all dividends declared by LG&E’s Board of Directors
were paid to LG&E and KU Energy LLC. During the 1% and 2" quarters of 2014, LG&E
declared and paid dividends on common stock of $27,000,000 and $33,000,000
respectively.

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

Monthly Financial and Operating Reports are filed each month with the Kentucky Public
Service Commission. Attached are detailed Statements of Income, Balance Sheets and
Retained Earnings for the Company for the period ending June 30, 2014.
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Electric Operating Revenues

Gas Operating Revenues

Total Operating Revenues

Fuel for Electric Generation
Power Purchased..........cccccoun.n....
Gas Supply Expenses.....................
Other Operation Expenses
Maintenance......coccceeeeeeviniinneen.
Depreciation........cccccveeeeecnninnnenn,
Amortization Expense...................
Regulatory Credits..........cccouverenen.

Taxes

Property and Other.....................
Amortization of Investment Tax Credit
Loss (Gain) from Disposition of Allowances
Accretion Expense.........ccocevcennee.

Total Operating Expenses

Net Operating Income.................
Other Income Less Deductions

Income Before Interest Charges
Interest on Long-Term Debt
Amortization of Debt Expense - Net
Other Interest Expenses................

Total Interest Charges.................

Net Income.........oueveeeeveveieeiieenann.

Statement of Income
June 30,2014

Louisville Gas and Electric Company

Year Ended
6/30/2014

$ 1,174,927,219.47
357,223,636.10

1,532,150,855.57

416,024,526.83
50,537,577.22
190,713,493.65
255,160,172.18
110,908,177.70
141,027,403.92
8,662,548.79
3,351,316.34

64,230,136.84
14,813,007.06
23,285,441.57
698,207.67
33,927,987.70
(2,028,230.00)
(427.27)
(1,431,230.25)

1,309,880,109.95

222,270,745.62
(2,866,514.88)

219,404,230.74

40,963,864.99
4,102,061.22
1,429,587.44

46,495,513.65

$ 172,908,717.09




Louisville Gas and Electric Company
Analysis of Retained Earnings
June 30,2014

Year Ended 6/30/14

$ 941,395,957.12

Balance at Beginning of Period.........ccceveveevereeeeeeeeeeeeeeee e,
Add:
Net Income for Period...........cc.oevveeeioeeseeeeeeeeeeeeeeee, 172,908,717.09
Deduct:
Common Dividends
Common Stock Without Par Value.......cooeevvveveeeeeeeennn, 111,000,000.00

Balance at ENd of PEHIOG.........ccuouviiieeeeeeeeeeeeeeeeeeeeeee e $ 1,003,304,674.21




EXHIBIT 8
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KENTUCKY UTILITIES COMPANY

FINANCIAL EXHIBIT
(807 KAR 5:001 SEC. 18(2)(a) and 18(2)(b))

June 30, 2014

(1) Amount and kinds of stock authorized.

80,000,000 shares of Common Stock, without par value
5,300,000 shares of Cumulative Preferred Stock, without par value -- authorized, but unissued
2,000,000 shares of Preferred Stock, without par value -- authorized, but unissued

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

Common Stock:
37,817,878 shares issued and outstanding, without par value, recorded at $307,818,689.

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

None

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

Date of Execution: As of October 1, 2010 (Supplemental Indentures were executed on October
15,2010, November 1, 2010 and November 1, 2013.)

Mortgagor: Kentucky Utilities Company

Trustee: The Bank of New York Mellon

Amount of Authorized Debt: One quintillion dollars

Amount of Debt Secured: $2,100,779,405

Sinking Fund Provisions: None

Pledged Assets: Substantially all assets of Kentucky Utilities located in Kentucky
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(5) Amount of bonds authorized, and amount issued giving the name of the public utility which
issued the same, describing each class separately, and giving date of issue, face value, rate of
interest, date of maturity and how secured, together with an amount of interest paid thereon

during the last 12-month period.

Secured by first mortgage lien on substantially all assets in Kentucky.

Kentucky Utilities Company

Interest
Principal Amount Expense
Outstanding at Year Ended
Date of Date of Rate of June 30, June 30,
Issue Maturity Interest Authorized 2014 2014
Pollution Control Bonds
05/01/00 05/01/23 Variable $ 12,900,000 $ 12,900,000 $ 8,288
02/01/02 02/01/32 Variable 20,930,000 20,930,000 63,329
02/01/02 02/01/32 Variable 2,400,000 2,400,000 7,234
02/01/02 02/01/32 Variable 7,400,000 7,400,000 21,640
02/01/02 02/01/32 Variable 7,200,000 2,400,000 7,468
07/01/02 10/01/32 Variable 96,000,000 96,000,000 150,320
10/01/04 10/01/34 Variable 50,000,000 50,000,000 39,712
02/23/07 10/01/34 Variable 54,000,000 54,000,000 39,516
05/24/07 02/01/26 5.75% 17,875,000 17,875,000 1,027,812
05/24/07 03/01/37 6.00% 8,927,000 8,927,000 535,620
10/17/08 02/01/32 Variable 77,947,405 77,947,405 56,613
Interest Rate Swaps (890,326)
$ 355,579,405 $ 350,779,405 $ 1,067,228
First Mortgage Bonds
11/16/10 11/01/15 1.625% $§ 250,000,000 $ 250,000,000 4,062,500
11/16/10 11/01/20 3.250% 500,000,000 500,000,000 16,250,000
11/16/10 11/01/40 5.125% 750,000,000 750,000,000 38,437,500
11/14/13 11/15/43 4.650% 250,000,000 250,000,000 7,302,467
$ 1,750,000,000 $ 1,750,000,000 $ 66,052,467
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(6) Each note outstanding, giving date of issue, amount, date of maturity, rate of interest in whose
favor, together with amount of interest paid thereon during the last 12-month period.

There are no notes outstanding as of June 30, 2014."

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

None, other than current and accrued liabilities.

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

Dividends on Common Stock, without par value (not based on rate per share)
2009 -
2010 $50,000,000
2011 $123,500,000
2012 $99,500,000
2013 $124,000,000

(1) On November 1, 2010, PPL Corporation completed its acquisition of E.ON U.S. LLC, the
Company’s parent. Upon completion of the acquisition, E.ON U.S. LLC was renamed
LG&E and KU Energy LLC. The 37,817,878 shares are currently owned by LG&E and
KU Energy LLC. From May 1998 to October 31, 2010, the 37,817,878 shares were all
owned by E.ON U.S. LLC (formerly LG&E Energy LLC) and all dividends declared by
KU's Board of Directors were paid to E.ON U.S. LLC. Subsequent to October 31, 2010, all
dividends declared by KU’s Board of Directors were paid to LG&E and KU Energy LLC.
During the 1 and 2™ quarters of 2014, KU declared and paid dividends on common stock
of $37,000,000 and $49,000,000 respectively.

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

Monthly Financial and Operating Reports are filed each month with the Kentucky Public
Service Commission. Attached are detailed Statements of Income, Balance Sheets and Retained
Earnings for the Company for the period ending June 30, 2014.

! KU maintains a syndicated revolving credit facility of $400 million. Although there isn’t any outstanding balance on
the revolver, KU has executed notes under the multiyear revolving credit program, and also has $175 million of short
term commercial paper outstanding as of June 30, 2014.
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Kentucky Utilities Company
Statement of Income

June 30, 2014
Year Ended
6/30/2014
Electric Operating Revenues................ocoovvveeeevueeveenenn $ 1,722,274,891.33
Rate Refunds......c.cooouoiiiiiiiiiecceecee e (17,651.50)
Total Operating Revenues............c.cccoceuvvvevveeecereenen.. 1,722,257,239.83
Fuel for Electric GEneration............ccoecvvvveeeeerevveesseennns 560,576,902.77
Power Purchased...........cooovieiiiiiiiieeceeeeeeeeeeeeen 105,881,034.37
Other Operation EXpenses............ooovoovveveveneeeeoreneseenens 262,114,895.70
MAINEENANCE. ...t cetee et e e v e e st eeeneeeeeseenans 119,885,942.94
Depreciation.......cuueivceeriiiei et 177,997,976.62
Amortization EXpense..........cccocveveeeeveeeeieeeeeeeeenae. 8,429,310.79
Regulatory Credits........cooevervnneincneiece oo 4,140,690.39
Taxes
Federal INCOME. .........ccoooiiieiiieeei e s eee e e e eeeseneans 42,568,455.13
State INCOME....ooveiiieiiceece et 11,163,219.54
Deferred Federal Income = Net.........ccoooveevvveovereerennn. 77,682,587.51
Deferred State INCOme - Netu.o..uovveeeeeeeeeeereeeeeeeeeenennn. 9,740,897.10
Property and Other...........ccoococveveeeiieiereeeceerere e 34,358,355.55
Investment Tax Credit.......c..coocvvviveeeiieeiniiice e -
Loss (Gain) from Disposition of Allowances.................. (545.85)
Accretion EXpense.......ccccoecviiieiininennreneeses e (1,567,026.83)
Total Operating EXPenses.......ccoouvvevvevevvvreneversniesinns 1,412,972,695.73
Net Operating INCOME........ccouvvereeeerieieierieteceece e 309,284,544.10
Other Income Less Deductions
Amortization of Investment Tax Credit..................... 1,871,259.25
Other Income Less Deductions.............cccveveveuenennenne. (10,825.56)
AFUDC - EQUILY..ccoviiiitieciiecieee e 988,949.31
Total Other Income Less Deductions.........ccocvveeuenn... 2,849,383.00
Income Before Interest Charges..........c.cccocevereverennnnen. 312,133,927.10
Interest on Long-Term Debt.........ccccoocvvvvreciiecrciereee, 67,119,694.27
Amortization of Debt Expense - Net...........coocevveveennnee.. 4,683,193.04
Other Interest EXpenses..........ooveveeievereeiiireeeeeeeereeeeeees 3,301,265.70
AFUDC - Borrowed Funds........cocccvovevieeiciiciceiceecene (328,854.26)
Total Interest Charges.........ccovueveevieeeeieeceeeeeeeeeeeeenes 74,775,298.75

NEL INCOME......oiiiiieee et eeeeeeree e et essteseesresesseen $ 237,358,628.35




Kentucky Utilities Company
Analysis of Retained Earnings

June 30, 2014
Year Ended 6/30/14
Retained Earnings Balance at Beginning of Period.........c.c.cccccvvennnnnee. $ 1,606,083,289.57
Add:
Net Income for Period........coovveviviiiiiiiiiiee e 237,358,628.35
Deduct:
Common Dividends
Common Stock Without Par Value 155,000,000.00

Balance at End of Period.......cccoooiiiiiiieiii e $ 1,688,441,917.92




