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Louisville Gas and Electric

Debt Analysls
LG&E - Refinance Auctlon Rate Bond for Weekly Bond Mode
Comparison: Auction Rate vs. Weekly Bond Mode
Impact on Cash Flow
PROPOSED FINANCING
AUCTION RATE BONDS (Current Situation) Comparison: Auction Rate vs. Weekly Bond Mode
Periodic
(Cost) or
Principal Interest @ Total Cash Interest @  Debt Expense Total Cash SAVINGS from Present Value| Present Value
Date Quistanding Variable Amortization  Auction Agent Fee Taxes Outiay | Present Value| ~Variable e Fee @ 106> Fec Issue Expenses  Taxes (2 Outlay | PresentValue| Refunding Factor SAVINGS
01-Sep-16 § 125,000,000 50 0 $684,634 $684,634 684634 | (3684,634) 1.0000 | (3684,634)
01-Mar-17 $ 125,000,000 623313 38,733 156,250 (330,285) 449,278 447348 | 615625 62,625 61817 62,500 (323,936) 416,006 414219 33,272 09957 33,129
01-Sep-17  § 125,000,000 1,092,063 38,733 156,250 (519.484) 728,829 722580 | 850,000 62,625 63014 62,500 (419,019) 556,495 551,724 172,334 09914 170,856
01-Mar-18 $ 125,000,000 1,092,063 38,733 156,250 (519.484) 728,829 719476 | 850,000 62,625 61,986 62,500 (418,604) 555,882 548,749 172,946 09872 170,727
01-Sep-18 § 125,000,000 1,092,063 38,733 156,250 (519.484) 728,829 716385 | 850,000 62,625 63014 62,500 (419,019) 556,495 546,994 172,334 09829 169,391
01-Mar-19 $ 125,000,000 1,092,063 38,733 156,250 (519,484) 728,829 713308 | 850,000 62,625 61,986 62,500 (418,604) 555,882 544,044 172,946 09787 169,263
01-Sep-19 § 125,000,000 1,092,063 38,733 156,250 (519,484) 728,829 710243 | 850,000 62,625 63014 62,500 (419,019) 556,495 542,304 172,334 09745 167,939
TOTAL $6.083,625 $232.401 $937.500 (82.927.704)|  $4.093.421 $4,865,625 75,74 $374.831 $375.000 $684.634  ($2418.200)| $3.881.890 11,531 $196,672
NPV 4,029,340 3,832,669
(1) Debt Amortization Expense includes issuing costs of new series and unamortized debt expense through L/C Facility termination date.
(2) Tax calculation based on interest expense and the amortization of new issue debt expense.
Assumptions Income Statement Impact
Auction Weekly Bond Mode Variance
2016 2017 2016 2017 2016 2017
LG&E - Refinance Auctlon Rate Bond for Weekly Bond Mode Fees (156,250) (312,500) (124317) (250,000) 31933 62,500
Comparison: Auction Rate vs. Weekly Bond Mode Interest (623313)  (2,184,125) (615,625)  (1,700,000) 7,688 484,125
Assumptions Amortization (38,733) (77,467) (62,625) (125,250) (23,891) (47,783)
Taxes @40.36 330285 1,038,968 323936 837623 (6349)  (201,345)
Net ncome (488011)  (1,535,124) (478631)  (1,237627) 9,380 297497
As of 9/1/2016 0.747%
Projected Fed Increase in Dec 2016 0.500% (25bps Fed Increase results in 50bps increase in Auction Rate)
Rate as of 1.247%
Projected Fed Increase in March 2017 0.500% (25bps Fed Increase results in 50bps increase in Auction Rate)
Rate s of March 2017 1.747%
$83.3MM Bond $417MMBond _ Total
Monthly Amortization (3.297) (3,158) (6.456)
Unamortized Debt Expense at 9/1/2016 541,030 600,489 1,141,519
3-Year Weekly Bond Mode
Principal Maturity Date # of Months Amort/Month_| _Amort/é Months
$ 83,335,000 8/112030 164 2,782 16,690
0
$ 41,665,000 101172032 190 1,200 7,202
23,891
Unamortized Debt Through Maturity
Unamortized
Debt @ 9/1 Maturity Date #of Months. mort/Month | Amort/6 Months
$ 541,030 8/1/2030 164 3,297 19,783
- 91112027 129 0 0
$ 600,489 101172032 190 3,158 18,950
38,733 | Total
83,335,000
0
41,665,000
SIFMA as of 9/1/2016. $ 125,000,000
Spread to SIFMA 0.300%
Proiected Fed Increase in December 201¢ 0.250%
Rate as of December 2016 1.110%
Projected Fed Increase in March 2017 0.250%
Rate as of March 2017 1.360% Issue Expense Per Bond
$456,432 83,335,000
S0 0
$228.202 41,665,000
Bond Issue Costs $684,634
Underwriting 0.25%
Bond Counsel ~ $ 61,166.67 0.05%
Comoany Counse $ 61,166.67 0.05%
Underwriters Cou $ 61,166.67 0.05%
Ratings $ 135,000.00 0.11%
Printing $ 2,850.00 0.00%
Trustee Counsel  $ 2,500.00 0.00%
Accountants  $ 40,000.00 0.03%
Trustee $ 6,000.00 0.00%
FMBTrustee  § - 0.00%
AMT 0.00%
Issuance costs 0.30%

MISCELLANEOUS

Taxrate 40.363% 0
Discount rate 0.86%
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NEW ISSLE BOOK-ENTRY-ONLY

Subfect to the conditions aud exceptions set forth under the heading ‘Tua Treatmont,” Bond Counsel is of the opinion thued,
wnder curvent luw, inderest on the Bonds offered hereby will ba exclhudabie from the gross tncome of the recipionts thereof for
Jederal tncoma tux purpoeses, eveept fhat ne opinion will be expressed regording such excluston from gross dncome with respect
to any Dond during any period inwhich {1 1s held by a “substantial user” or o “related person” of the Project 8 such terms are
wsed dn Sectlon [47(a) of the nternal Revenve Code of 1986, as amended (the *Code”). Inizrest v the Honds will be an fiem
af tae preference in determining altgrnative mintmum faxable income for individuels and eoxporations undey the Code. Such
{nterest may be subject to cerfuin federal income taxes tmposed on certain corporations, including {mposition of the branch
profits tax on a portion of such dnferest. Hond Gounsel is further of the opinton that interest an the Honds will be sxcludalbie
Jrovm the gross income of the recipients thoveof for Kentucky tncoma fax purposes and thet, wader currendt law, the principal
af the Bonds will be exempt from ad vedorem fuves in leniucky. Issuance of the Bonds is subifect fo veceipt af o fuvoreble fux
apinion of Downd Gounsel as of the date of delivery of the Bonds. See “Tax Preatment herein.

$125,000,400
County of Trimble, Kentucky
Pollation Control Revenune Refunding Bonds,
2016 Series A, Due September 1, 2044
{Louisville Zas and Electric
Compnny Project)
Dated: Date of Orlginal Issuance

The Counly of Trimble, Kenhicky, Pollition Control Revenue Refunding Bonds, 2016 Series A (Loutsville Gas and Elecfric
Company Project) (the “Bonds”) will be special and Kmited obligations of the Coenty of Trisable, Kentueky (the “Issuer™), payable
by the Isaner solely from and secuved by payments fo be received by the Issuer pursuant to a Loan Apveement with Louisville Gas
and Electric Company (the "Companty™), except as payable from proceeds of such Bonds or investment eamings thereon. The
Bonds will ol constifufe general obligations of the Issuer or n charge againsi the general credit or taxing powers thereof or of the
Coemntonwealth of Kentucky or any other political subdivision of Kentucky.

Principal of, and interest on, the Donds are further secured by the delivery to U.5, Bank National Association, as Trustee, of
Firsl Mortgage Bonds of

LOUISVILLYE GAS AND ELECTRIC COMPANY

From and after the date of the issuance and delivery of the Bands, the Bonds will heay Interest at a Weekly Rate, deienninaed
by the Remarketing Agent, J.P. Morgan Securities LLC, in accordace with the Tndenture, payable on the first Business Day of each
calendar month. The inferest rate period, interest rate and inferesl rate mode will be subject to change under certain conditions,
as described in this Ollcial Statorsent. The Bonds will be subject {o optionat redeinption, extraordinary optionat redemption and
mandatory redemption following a determination of taxabilily prior to maturity, as described in this Ofcial Statement, The Donds
are subject to opiional purchaso on the demand of the owner and to mandatory purchase on any date on which the Bonds are
converled to a differend Interest Rate Mode, in each ease as desciibed in fins ONlcial Statement.

PRICE: 100%

The Donds, when issued, will be registered in the name of Cede & Co,, as vegistered owner and nominee for The Depository
Trust Company (*DTC”), New York, New York. DTC will act as securities depository. Purchases of besefickt ownership interests
in the Bonds will be made in book-enlry only Form in denonsisations of $100,000 and muitiples thereof. Pwrcliasers wiil not receive
coviificares representing their beneficial interests in the Bonds. See the information contained under the heading “Simmary of the
Nonds — Book-Entry-Only System™ in this Official Stalement. The principat or redemption price of and interest on the Bonds will
be paid by UL.S. Bank National Association, as Truster, to Coede & Co., as long as Cede & Co. is the registered owner of the Donds.
Disbirsement of such paymenis to ihe DTC Paricipanis is the responsibitity of DTC, and dishhosement ol such payments {o the
purchasers of beneficial ownershlp interests i3 the responsibility of DTCs Direct and Indivect Participants, as more fully desciibed
herein,

Ligeidity to pay the purchase price of the Donds thal are tesdered and not remarketed will be provided by the Company. Tt is
not anticipated thal a Kguidity or cyedit facility will be provided by any other party. Prospective purchasers of the BDonds shoagd
rely solely on the ability af the Company to provide for the purchase of the Donds that are tendered and not remarketed. The failure
of the Company to pay e urchase price of any Bond tendered by the holder thereof and not remarketed is an Event of Default
uader the Tndenture,

The Honds are offered when, as and f issved and received by the Underunviter, subject to prioe sele, withdrawel or
modification of the offer withowt notive, and fo the approval of legatity by Sioll Keenon Ogden PLLC, Louisville, Kentuoky,
us Bond Counsel and upon satisfection of certuin conditions. Certain legal matters will he passed wpon for the Company by
1185 counsel, Jones Day, Chicage, IHlinais and Gerald A. Reynolds, General Counsel, Chief Compliance Officer and Corporate
Searetary of the Company, for the Issuer by its County Aorney, and for the Underwriter by its counsel, McGuiveWoods LEF,
Chileago, fliinois, It is expected thal the Bonds will be available for delivery to DITC in New York, New ¥ork on or about
September 15, 2016,

J.P. Morgan
Septerabry 7, 2018



The Bonds are exemypt from registration under e Secyrities Act of 1933, ag amended.

No dealer, broker, salesmatt or ofher person hns been authorized by the Issuer, the Company or the
Underwriter to give any information or fo make any representation with respect to the Bonds, other than those
comtained in this Official Statenient, and, if given or made, such other information or representation must not be
relied upon as having been auihorized by any of the foregoing. The Underwriter has provided the following
sentence for inclusion in this Official Statement. The Underwriter has reviewed the information in this Official
Statement in accordance with, and as part of, its responsibilities to investars under the federal securities laws as
applied to the facts and circamstances of this transaction, byt the Underwriter does not puarantee the completeness
of such information. The information and expressions of opinion in this Offtcial Staterment are subject to change
without notice and neither the delivery of this Official Staiement nor any sale made hereander shall, under any
circumstances, create any implication that there has been no change i the affairs of the parties referred to above
since the date hereof,

In connection witl: the olfering of the Bonds, the Underwriter may over-allot or cfleet transactions
which stabilize or maintain the market prices of such Bonds ot Ievels above those which might otherwise
prevail in the open market, Such stabilizing, i cornmenced, may be discontinued ar any time,

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON TIIEIR OWN
EXAMINATION OF THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.
THESE SECURITIES HAVE NOT BEEN RECOMMENDED WY ANY FEDERAL QR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FORBGOING AUTHORITIES
HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADBEQUACY OF THIS DOCUMENT.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE,
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OFFICIAL STATEMENT

$125,000,000
County of Trimble, Kentucky
Poliution Control Revenue Refunding Bonds,
2016 Scries A, Due Sepiember 1, 2044
(Louisville Gas and Eleetric
Company Projeef)

Intreduetory Statement

This Official Statement, including the cover page and Appendices, is provided to furnish
information in connection with the offer and sale by the County of Trimhle, Kentucky (the “Issuer™) of its
Pollution Conirol Revenue Refunding Bonds, 2016 Series A (Louisville Gas and Electric Company
Project), in the aggregate principal amount of $125,000,000 (the “Bonds™) fo be issued pursuant to an
Indenture of Trust dated as of September 1, 2016 (the “Indenture™) between the lssuer and U.S. Bank
National Association (the “Trustee™), as Trustee, Paying Agent and Bond Registrar,

Pursunant to a Loan Agreement by and between Louisville Gas and Eleetric Company (the
“Company™) and the Issuer, dated as of September 1, 2016, (the “Loan Agreement”™), proceeds from the
sale of the Bonds, other than acciued interest, i any, paid by the initial purchasers thereof, will be loaned
by the Issuer to the Company.

The proceeds of the Bonds (other than any accrued intcrest) will be applied in full, together with
other moneys made available by the Company, to pay and discharge (i) $83,335,000 in outstanding
ptincipal amount of “County of Trimble, Kentucky, Pollution Control Revenue Bonds, 2000 Series A
(Louisville Gas and Eleetric Company Project),” dated August 9, 2000 (the “2000 Bonds™) and (ii)
$41,665,000 in outstanditig principal amount of “County of Trimble, Kentucky, Pollution Control
Revenue Bonds, 2002 Series A (Lowisville Gas and Electrie Company Project),” dated October 23, 2002
(the “2002 Bonds™ and, collectively with the 2000 Bonds, the “Prior Bonds™), previously issued by the
Issuer to refinance certain poflution control facilities (the “Project”) owned by the Company. For
information regarding the pollution control facilitics, sce “The Project.”

It is a condition to the Underwriter’s obligation to purchase the Bonds that the Company
irrevocably instruct the trustees in respeet of the Prior Bonds, on or prior to the date of issuance of the
Bonds, to call the Prior Bonds for redemption,

The Company will repay the loan under the Loan Agreeiment by making payments to the Trustee
in sufficient amounts to pay the principal or redemption price of and interest on the Bonds and will further
agree under the Loan Apreement to imake payments of the purchase price of the Bonds tendered for
purchase to the extent funds arc not atherwise available under the Indenture. Sce “Summary of the Loan
Agreement - Genetal.” Pursuant to the Indenture, the Issuct’s rights under the Loan Agreemcnt (other
than with respect to certain rights to indemnification, reimbursement, notice and payment of expenses)
will be assigned to the Trustee as security for the Bonds.

For the purpose of further securing the Bonds, the Company will issae and deliver to the Trustee
- a series of the Company’s First Mortgage Bonds, Collateral Series 2016TCA (the “First Mortgage
Bonds™). The principai amount, maturity date and intcrest rate {or methed of determining intercst rates)
of such First Mortgage Bonds witi cotrespond to the principal amount, maturity date and interest ratc (or
method of determining interest rates) of the Bonds. The First Moitgage Donds will oniy be payable, and



interest thereon will only accrue, as described herein. See “Summary of the Loan Agreement — Issuance
and Delivery of First Mortgage Bonds” and “Summary of the First Mortgage Bonds and the First
Mortgage Indenture.” The First Mortgage Bonds will not provide a direct source of liquidity to pay the
purchase price of Bonds tendered for purchase in accordance with the Indenture.

The First Mortgage Bonds will be issued under, and will be secured by, the Company’s Indenture,
dated as of October 1, 2010, as previously supplemented and as to be supplemented by a supplemental
indenture to be dated as of September 1, 2016 relating to the Bonds (the “First Mortgage Supplemental
Indenture” and the Indenture, as so supplemented, the “First Mortgage Indenture™), between the Company
and The Bank of New York Mellon, as trustee (the “First Mortgage Trustee™).

The Company is a wholly-owned subsidiary of LG&E and KU Energy LLC and an indirect
wholly-owned subsidiary of PPL. Corporation., The Company’s obligations under the Loan Agreement
are solely its own, and not those of any of its affiliatcs. Nonc of PPL Corporation or the Company’s other
affiliates will be obligated to make any payments duc under the Loan Agreetnent or First Mortgage Bonds
or any other payments of principal, interest, redemption price or purchase price of the Bonds,

The Bonds will be special and limited obligations of the Issucr, and the Issuer’s obligation to
pay the principal or redemption price of and interest on, and purchase price of, thec Bonds will be
limited solely to the revenues and other amounts received by the Trustee under the Indenturc
pursuant to the Loan Agrecment, including amounts payable on the First Mortgage Bonds. The
Bonds will not constitute an indcbtedness, general obligation or pledge of the faith and credit or
taxing power of the Issuer, the Commonwealth of Kentucky or any political subdivision thereof,

J.P. Morgan Securities LLC will be appointed in accordance with the Indenture to scrve as
Remarketing Agent for the Bonds. The Remarketing Agent may resign or be removed and a successor
Remarketing Agent may be appointed in accordance with the terins of the Indenture and the Remarketing
Agreement for the Bonds between the Remarketing Agent and the Company.

Brief descriptions of the Company, the Issucr, the Bonds, the Loan Agreement, the Indenture, the
First Mortgage Bonds and the First Mortgage Indenture are inciuded in this Official Statement. Such
descriptions and information do not purport to be complete, cotnprehensive or definitive and are not to be
construed as a representation or a guaranty of completeness. All references in this Official Statement to
the documents are qualified in their entircty by reference to such documents, and references in this
Official Statement to the Bonds are qualified in their entirety by refercnce to the definitive form of the
Bonds included in the Indenture, Copies of the Loan Agreement and the Indenture will be available for
inspection at the principal corporate trust office of the Trustee and, until the issuance of the Bonds, may
be obtained from the Underwriter. The First Mortgage Indenture (including the form of the First
Mortgage Bonds) is available for inspection at the office of the Company in Louisville, Kentucky, and at
the corporate trust office of the First Mortgage Trustee, in Pittsburgh, Pennsylvania. Certain inforination
telating to The Depository Trust Company (“DTC™) and the book-entry-only system has been furnished
by DTC. Appendix A to this Official Statement and all information contained under the headings “The
Project” and “Use of Proceeds™ has been furnished by the Company. The 1ssuer, Bond Counsel and the
Rematketing Agent assume no responsibility for the accuracy or completeness of such Appendix A or
such information. The Underwriter has reviewed the information in Appendix A to this Official
Statement in accordance with, and as part of, its responsibilities to investors under the federal securities
laws as applied to the facts and circunstances of this transaction, but the Underwriter does not guarantee
the completeness of such Appendix A or such information. Appendix B to this Official Statement
contains the proposed form of opinion of Bond Counsel to be delivered in connection with the issuance
and delivery of the Bonds.



This Official Statesrent only describes the terms and provisions applicable to the Bonds while
aceruing interest at the Weekly Rate. In the event of a remarketing of the Bonds on or after a
Conversion, a supplement to this Official Statement or a new reoffering cirenlar will be prepared
describing the new terms and provisions then applicable to such Bonds,

The Issuer

The Issuer is a public body corporate and politic duly created and existing as a county and
political subdivision under the Constitution and laws of the Comunonwealth of Kentucky. The Issuer is
authorized by Sections 103.200 to 103,285, inclusive, of the Kentucky Revised Statutes (collectively, the
“Act”) to (a) issuc the Bonds to pay and discharge the Prior Bonds, (b) lend the proceeds from the sale of
the Bonds to the Company for such purpose and (¢} enter into and perform its obligations under the Loan
Agreement and the Indenture. The Issuer, through its legisfative body, the Fiscal Court, has adopted one
or more ordinances authorizing the issuance of the Bonds and the exceution and delivery of the related
documents.

THE BONDS WILL BE SPECIAL AND LIMITED OBLIGATIONS PAYABLE SOLELY
AND ONLY FROM CERTAIN SOURCES, INCLUDING AMOUNTS TO BE RECEIVED BY OR ON
BEHALF OF THE ISSUER UNDER THE LOAN AGREEMENT, INCLUDING AMOUNTS
PAYABLE ON THE FIRST MORTGAGE BONDS. THE BONDS WILL NOT CONSTITUTE AN
INDEBTEDNESS, GENERAL OBLIGATION OR PLEDGE OF THE FAITH AND CREDIT OR
TAXING POWER OF TIIE ISSUER, THE COMMONWEALTH OF KENTUCKY OR ANY
POLITICAL SUBDIVISION THEREOF, AND WILL NOT GIVE RISE TO A PECUNIARY
LIABILITY OF THE ISSUER OR A CHARGE AGAINST ITS GENERAL CREDIT QR TAXING
POWERS.

The Project

The Project being refinanced with the Bonds has been completed and is the propetty of the
Company, subject to the lien of the First Mortgage Indenture. The Project consists of certain air and
water pollution control facilitics of the Company at the Company’s Trimble County Generating Station
located in Trimble County, Kentucky (thc “Generating Station™), which facilities are an integral
component of the comprehensive system of air and watcr pollution control and solid waste disposal
facilities at the Generating Station (the “Project™).

The Department for Natural Resources and Environmental Protection of the Coimnmonwealth of
Kentucky (now the Energy and Environment Cabinet), the agency exercising jurisdiction with respect to
the Project, has certified that the Project, as designed (which includes the facilities constituting the
Project), is in furtherance of the purposes of abating and controlling atmospheric and water pollutants or
contaminants, as applicable.

Use of Proceeds

The proceeds from the sale of the Bonds (other than any accrued interest) will be used, together
with funds to be provided by the Company, to pay and discharge at a redemption price of 100% of the
principal amount thereof, plus accrued interest, alt of the outstanding Prior Bonds, on the date of the
issuance of the Bonds. The Prior Bonds currently bear inferest at an auction rate and mature on August 1,
2030 and October 1, 2032, For the twelve months ended June 30, 2016, the weighted average interest rate
on the Prior Bonds was 0.486%.



Summary of the Bonds
General

The Bonds will be issued in the agpgregate principal amount set forth on the cover page of this
Official Statement. The Bonds will mature as to principal on September I, 2044, The Bonds are also
subject to redemption prior to maiurity as described in this Official Statement.

The Bonds will bear inferest at a Weekly Rate, and intcrest will be payable on the first Business
Day of cach calendar month, until a Conversion to another Intcrest Rate Mode is spceified by the
Company or until the redemption or maturity of ihe Bonds. The permitted Insterest Rate Modes for the
Bonds are (i) the Flexible Rate, (i) the Daily Rate, (ifi) the Weekly Rate, (iv) the Semni-Annual Rate, (v)
the Annual Rate, (vi) the Long Term Rate, {vii) the LIBOR Index Rate and (vii{) the SIFMA-Based Term
Rate.

This Official Statement only describes the terms and provisions applicable to the Bonds while
aceruing inferesi of the Weekly Rate. In the evert of a remarketing of the Bonds on or affer a
Conversion to another Interest Rate Mode, a supplement 1o this Official Statement or a neiv reoffering
circular will be prepared describing the new terms and provisions then applicable 1o such Bonds.

During each Weckly Rate Period, the interest rate for the Bonds will be the rate established by the
Remarketing Agent no later than 4:00 p.m. (New York City tiinc) on the day preceding such Weekly Rate
Period or, if such day is not a Business Day, on the next preceding Business [day, as the minimurmn rate of
interest necessary, in the judgment of the Remarketing Agent taking into account then Prevailing Market
Conditions (as defined below), and assuming that all Bonds are then available for sale, to enable the
Remiuketing Agent to sell the Bonds on such first day at a price equal to the principal amount thercof,
plus acerued interest, if any, thereon; provided that the interest rate or rates bome by any Bonds may not
cxceed the lesser of (i) the maxiinum interest rate permitted by applicable faw or (ii) 12% per annum, If
for any rcason the inferest ratc for the Bonds is not determined by the Remarketing Agent, except as
described below under “Conversion. of Interest Rate Modes — Caneellation of Conversion of Intcrest
Rate Modle,” the interest rate for the next succeeding interest rate period will be the interest rate in effect
for the Bonds for the preceding interest rate poriod.

Interest on the Bonds will be computed on the basis of a ycar of 365 or 366 days, as appropriate,
and paid for the actual number of days elapsed. Interest payable on any Interest Payment Date wilf be
payable to the registered owner of the Bond as of the Record Date for such payment, The Record Date
will be the close of business on the Business Day iminediately preeeding each Interest Payment Date.

The Bonds initially will be issued solely in book-entry-only form through DTC (or its nominee,
Cede & Co.). S0 Iong as the Bonds arc held in the book-cntry-onty system, DTC or its nominee will be
the registered owner or holder of the Bonds for all purposes of the Indenture, the Bonds and this Official
Statement. Sec “Book-Entry-Only System” below. Individual purchases of book-entry interests in the
Bonds will be madc in book-entry-ouly form in denotninations of $100,000 and multiples thereof.

Sa long as the Bonds arc held in book-entry-onty forin, ithe principal or redemption price of and
interest on, and purchase price of, the Bonds will be payable by the Trustee, as paying agent (the “Paying
Agent™), through the facilities of DTC (or a successor depository).

Bonds may be transteived ot exchanged for an equal total amount of Bonds of other authorized
denominations upon surrender of such Bonds at the designated offiec of the Trustee, as bond registrar (the
“Bond Registrar™), accompanied by a written instrumeat of transfer or anthorization for exchange in form



and with guaranty of signature satisfactory to the Bond Registrar, duly executed by the registered owner
or the owner’s duly autharized attorney. Except as provided in the Indenture, the Bond Registear will not
be required to register the transfer or cxchange of any Bond (i) during the fifteen days before any mailing
of a notice of redemption of Bonds, (if) after such Bond has becn called for redemption or (iii) for which o
registered owner has submitted a demnand for purchase (sec “Purchases of Bonds — Purchascs of Bonds
on Demand of Owuer” below), or which lias been purchased (sce “Purchases of Bonds — Payment of
Purchase Price” Delow), Registration of transfers and exchanges will be made without charge to the
registered owners of Bonds, except that the Bond Registrar may requite any registercd owner requesting
registration of transfer or exchange to pay any required tax or governimental charge.

Certain Definitions
As used herein, each of the following terms will have the meaning indicated:

“Beneficial Owwner” means the person in whose name a Bond is recorded as such by the
respective systems of DTC and each Participant (as defined herein) or the registered holder of such Bond
if such Bond is not then registered in the mame of Cede & Co,

“Business Day” means any day other than (i) & Saturday or Sunday oy legal holiday or o day on
which banking institutions in the eity in which the designated office of the Trustee, the Bond Registrar,
the Tender Agent, the Paying Apent, the Company or the Remarketing Agent is located are zuthorized by
law or exceutive order to close or (ii) a day on which the New York Stock Exchange is closed.

“Conversion” means any conversion from time fo time in accordance with the tenms of the
Indenture of the Bonds from one Interest Rate Mode to another Interest Rate Mode,

“Conversion Date” means initially the date of orvipinal issuance of the Boads, and thereafter
wmeans the date on which any Conversion becomes effcctive,

“hiteres! Paymenf Date” means the first Dusiness Day of each calendar month and any
Conversion Date (including the date of a failed Conversion), In any case, the final Interest Payment Date
will be the maiurity date of the Bonds.

“Interest Rate Mode” means the Flexible Rate, the Daily Rate, the Weekly Rate, the Semi-Annual
Rate, the Annual Rate, the Long Term Rate, the LTBOR Index Rate and the SIFMA-Bascd Term Rate.

“Prevailing Market Conditions” means, without limitation, the following factors: existing short-
term ot long-term markcet rates for securitics, the interest on which is excluded from gross income for
federal incotne tax purposes; indexes of such shorf-term or long-tenin rates and the existing inarket supply
and demand for securities bearing such short-term or long-term rates; existing yield carves for short-term
or long-tern sccurities for obligations of credit quality comparmble to the Bonds, the interest on which is
cxcluded from gross incomce for federal income tax purposes; peneral economic conditions; industry
cconomic and financial conditions that nay affect or be relevant to the Bonds; and such other facts,
¢ircumstances and conditions as the Rearketing Agent, in its solc diseretion, determines to be relevant,

“Purchase Dare” means any date on shich Bouds are to be purchased on the demand of the
registered owners thereof or arve subject to mandatory purchase as deseribed in the Tndenture,

“Weekly Rate Period” means the period beginning on, and including, the date of issuance of the
Bonds, and ending on, and including, the next Wednesday, and thereafter the perind beginning on, and



including, cach Thussday and ending on, and including, the earliest of the next Wednesday, the day
preceding the Conversion to a different Interest Rate Mode or the maturity of the Bonds,

Conveysion of Interest Rate Modes

The Interest Rate Mode for the Bonds is subject to Conversion from time to time, in whole but
net in part, on the dates specified below at the option of the Company, upon notice from the Bond
Registrar to the registered owners of the Bonds, as described below. With any notice of Conversion, the
Company must also deliver {o the Bond Registrar an opinion of Bond Counsel stating that such
Conversion is authorized or permiited by the Act and is authorized by the Indenture and will not
adversely affect the exclusion from gross income of interest on the Bonds for federal income tax
purposes, ofher than 1 Conversion from the Weckly Rate Period to the Daily Rate Period.

Any Conversion of the Inferest Rate Mode for the Bonds must be in compliance with the
following conditions: (i) the Conversion Date must be a date on which the Bonds are subject to optional
redemption (see “Redemptions — Optional Redemption” below); provided that any Conversion froin the
Weekly Rate Period to the Daily Rate Period must be on a Thursday; (ii) if the proposed Conversion Date
would nof be an Interest Payment Daie but for the Conversion, the Conversion Date rust be o Business
Day; and (iii} after a determination is made requiring mandatory redemptien of all Bonds pursuant to the
Indenture (sec “Redemptions™ below), no change in the Interest Rate Mode may be made prior to such
mandafory redemption.

The Bond Registrar wilt notify each registercd owner of the Conversion by first class mail at feast
15 days before each Conversion Date. The notice will state those matters required to be sef forth therein
under the Indentute.

Notwithstanding the foregoing, no Conwersion will occur if (A) the Remarketing Agent has not
determined the initial interest rate for the new Inferest Rate Mode in accordance with the terms of the
Indenture, (13) the Bonds that are to be purehased are not remarketed or sold by the Remarketing Agent,
or (C) the Bond Registrar reecives writlen notice from Bond Counsel prior to the opening of business on
the effective date of Conversion to the effect that the opinion of such Bond Counsel required under the
Indenture has been reseinded. If such Conversion fails to occur, the Bonds will remain in the Weekly
Rate (with the first period adjusted in length so that the last day of such period will be 8 Wednesday) at
the rate determined by the Remarketing Apgent on the failed Conversion Date. If the proposcd Conversion
of Bonds fails as described herein, any mandatory purchase of such Bonds will remain effective.

Purchases of Bonds

Purchases of Bonds on Denrand of Owner. Any Bond will be purchased on the demand of the
registered owner thereof on any Business Day during a Weekly Rate Period at a purchase price equal to
the principal amount thereof plus accrued interest, if any, to the Purchase Date upon written notice to the
Tender Agent at its desighated office at or before 5:00 p.m, (New York City time) on a Business Day not
later than the seventh day prior to the Purchase Date.

Notwithstanding the foregoing, there will be no purchase of (a) a portion of any Bond unless the
portion to be purchased and the portion to be retained each will be in an authorized denomination or (b)
any Bond upon the demand of the registered owner if an Event of Default under the Indenture with
respect to the payment of principal of, interest on, or purchase price of, the Bonds has ocewred and is
continuing,



Any written notice delivered to the Tender Agent by an owner demanding the puichase of Bonds
must (A) be delivered by the time and dates specified above, (B) state the number and prineipal amount
{or portion thercof) of such Bond to be purchased, (C) state the Purchase Date on which such Bond is to
be purchased, (D) irrevocably request such purchasce and state that the owner agrees to deliver such Bond,
duly endorsed in blank for transfer, with all signatures guaranteed, to the Tender Agent at or prior to
12:00 noon (New York City time) on such Purchase Date.

If the Bonds are in the book-entry-only system, demands for purchase may be made by Beneficial
Owners only throngh such Beneficial Owner’s Dircet Participant (as defined under the heading “Book-
Entry-Only System™). 1f the Bonds are in certificated form, demands for purchase may be made only hy
registered owners.

Mandatory Purchase of Bonds. The Bonds wili be subject to mandatory purchase at a purchase
price equal to the principal amount thereof on each Conversion Date. Such tender and purchase will be
required even il the Conversion is canceled pursuant to the Indenfure.

Notice to owners of a mandatory purchase of Bonds on a Conversion Date will be given by the
Bond Registrar, together with the notice of such Conversion, by first class mail at least 15 days before
each Conversion Date. The notice of mandatory purchase will state those matters required to be set forth
therein under the Indenfure.

Remarketing and Purchiase of Bonds, The Indenture provides that, sehject 1o the terms of a
Remarketing Agreeinent with the Company, the Remarketing Agent will use its eanmmercially reasanable
best cfforts to remarket Bonds purchased upon demand of the owners thereof and, unless othenwise
instrueted by the Company, upon mandatary purchase, provided that Bonds will not be reinarketed upon
the occuircnee and continvance of certain Events of Defavlt under the Indenture, cxcept in the sole
discretion of the Remarketing Agent. Each such sale will be at a price equal to the principal amount
thereof, plus interest aceried to the date of sale. The Remarketing Agent, the Trustee, the Paying Agent,
the Bond Registrar or the Tender Agent each inay purchase any Bonds offered for sale for its own
account.

The porchase price of Bonds tendered for purchase will be paid by the Tender Agent from
moneys derived from the remarketing of such Bonds by the Remarketing Agent and, if such remarketing
proceeds are insufficient, from moneys nade available by the Company.

The Company is obligated to purchase any Bonds tendered for puchase to the extent such Bonds
have not been remarketed. Any sieh purchases by the Company will not result in the extinguishment of
the purchased Bonds, The Conpany cumently maintains lines of eredit or other liquidity facilitics in
amounts determined by it to be sufficient to mect ifs current needs and expeets to continue to tnaintain
such lines of credit or other liquidity facilities from titne to time to the extent determined by it to be
necessary to meet its then-current necds. The Trustee, any Paying Agent, the Tender Agent and the
owners of the Donds have no right to draw under any line of credit or other liquidity facility maintained
by the Company. There is no provision in the Indentute or the Loan Apreement requiring the Conipany
to maintain such financing armrangements which may be discontinsied at any time without notice. The
Tirst Mortgage Bonds arc not intended to provide a direet source of liquidiiy v pay the purchase priee of
Bonds tendered for purchase pursuant to the Indenture.

Any deficicney in purchase price payments resulting from the Remarketing Apent’s fajture to
dcliver remarketing proceeds of all Bonds with respect to which the Remartketing Agent notified the
Tender Agent wete remnatketed will not result in an Event of Default under the Indeniure until the opening
of business on the next succeeding Business Day unless the Company fails to provide sufficient funds to



pay such purchase price by the opening of business on such next succeeding Business Day. If sufficient
funds are not available for the purchase of all tendered Bonds, no purchasc of Bonds will be
consummated, but failurc to consummate such purchase will not be decmed to be an Event of Default
under the Indenture if sufficient funds have been provided in a timely manner by the Company to the
Tender Agent for such purpose.

Payment of Purchase Price. Payment of the purchase price of any Bond will be payable (and
delivery of a rcplaccinent Bond in exchange for the portion of any Bond not purchased if such Bond is
purchased in part will be made) on the Purchase Date upon delivery of such Bond to the Tender Agent on
such Purchase Date; provided that such Bond must be delivered to the Tender Agent at or prior to 12:00
noon (New York City time), Ifthe date of such purchase is not a Business Day, the purchase price will be
payable on the next succeeding Business Day. When a book-cntry-only system is in cffect, the
requirement for physical delivery of the Bonds will be deemed satisfied when the ownership rights in the
Bonds are transferred by Direct Participants on the records of DTC to the participant account of the
Tender Agent,

Any Bond delivered for paymnent of the purchase price must be accompanied by an instruinent of
transfer thereof in form satisfactory to the Tender Agent execnted in blank by the registered owner thereof
and with all signatures guarantced. The Tender Agent may refuse to accept delivery of any Bond for
which an instrument of transfer satisfactory to it has not been provided and has no obligation to pay the
purchase price of such Bond until a satisfactory instrument is delivered.

If the registered owner of any Bond (or portion thereof) that is subject to purchase pursuant to the
Indenture fails to deliver such Bond with an appropriate instrument of transfer to the Tender Agent for
purchase on the Purchase Date, and if the Tender Agent is in receipt of the purchase price therefor, such
Bond (or portion thercof) nevertheless will be deemed purchased on the Purchase Date thercof. Any
owner who so fails to deliver such Bond for purchase on (or before) the Purchase Date wifl have no
further rights thereunder, except the right to receive the purchase price thereof from those moneys
deposited with the Tender Agent in the Purchase Fund pursuant to the Indenture upon presentation and
surrender of such Bond to the Tender Agent properly cndorsed for transfer in blank with all signatures
guaranteed.

Special Considerations Relating to the Purchase and Remarketing of the Bonds

The Remarketing Agent is Paid by the Company. The Remarketing Agent’s responsibilities
include determnining the interest rate from time to time and remarketing Bonds that are optionally or
mandatorily tendered by the owners thereof (subject, in each case, to the terms of the Remarketing
Agreement), all as finther described in this Official Statement. The Remarketing Agent has been
appointed by the Company and is paid by the Company for its services, As a result, the interests of the
Remarketing Agent may differ from those of existing holders and potential purchasers of Bonds.

The Remarketing Agent Routinely Purchases Bonds for its Own Account. The Remarketing
Agent acts as remarketing agent for a variety of variable rate demand obligations and, in its solc
discretion, routinely puichases such obligations for its own account in order to achieve a successful
remarkcting of the obligations (i.e., because there arc otherwise not enough buyers to purchase the
obligations) or for other reasons. The Remarketing Agent is permitted, but not obligated, to purchase
tendered Bonds for its own aceount and, if it does so, it may ccasc doing so at any time without notice.
The Rewmarketing Agent inay also make a market in the Bonds by routinely purchasing and selling Bonds
other than in connection with an optional or mandatory tender and remarketing. Such purchascs and salcs
may be at or below par. However, the Remarketing Agent is not required to make a market in the Bonds.
The Remarketing Agent may also sell any Bonds it has purchased to one or more affiliated investment



vehicles for collective ownership or enter into derivative arrangements with affiliates or othets in order to
reducc its cxposure to the Bonds. The purchase of Bonds by the Remarketing Agent may create the
appearancc that there is greater third party demand for the Bonds in the market than is actually the case.
The practices described above also may result in fewer Bonds being tendered in a remarketing,

Bonds May be Offered af Different Prices on Any Date Including an Inferest Rafe
Determination Darte. Pursuant to the Indenture, the Remarketing Agent is required to determine the
applicable rate of intercst that, in its judgment, is the minimum ratc neccssary, based on Prevailing
Market Conditions, and assuming that all Bonds are then available for sale, for the Remarketing Agent to
sclf thc Bonds on the day the rate is set at their principal amount (without regard to accrued interest). The
interest rate will reflect, among other factors, the level of market demand for the Bonds (including
whether the Remarketing Agent is willing to purchase Bonds for its own account). The Indenture requires
that the Remarketing Agent usc its commercially reasonable best efforts to scll tendered Bonds at par,
plus accrued interest, if any. There may or may not be Bonds tendered and remarkcted on a day that the
interest rate on the Bonds is set, the Remarketing Agent may or may not be able to remarket any Bonds
tendered for purchase on such date at par and the Remarketing Agent may sell Bonds at varying prices to
different investors on such date or any other date. The Remarketing Agent is not obligated to advise
purchasers in a remarkcting if it does not have third-party buyers for all of the Bonds at the remarketing
price.

Secondary Market Transactions. In the cvent the Remarketing Agent owns any Bonds for its
own account, it may, in its sole discretion in a sccondary market transaction outside the tender process,
offer such Bonds on any date, including the day that the interest rate on the Bonds is set, at a discount to
par to some investors.

The Abifity to Sell the Bonds other than through the Tender Process May Be Limifed. The
Remarketing Agent may buy and sell Bonds other than in connection with the tender and remarketing
process. However, it is not obligated to do so and may cease doing so at any time without notice and may
require holders that wish to tender their Bonds to do so through the Trustec with appropriate notice. Thus,
investors who purchase the Bonds, whether in a remarketing or otherwise, should not assume that they
will be able to sell their Bonds other than by tendering the Bonds in accordance with the tender process
sct foith in the Indenturc.

Under Certain Circumstances, the Remarkefing Agent May Be Removed, Resign or Cease
Remarketing the Bowds, Withou! a Successor Being Named, Under certain circumstances, the
Remarketing Agent may be removed or have the ability to resign or cease its remarketing efforts, without
a successor having been named, subject to the terms of the Remarketing Agreement and the Indenturc.

Redemptions

Optional Redemption. The Bonds will be subject to redemption at the option of the Issuer, upon
the written direction of the Company, in whole or in part, at a redetnption price of 100% of the principal
amount thereof, plus intcrest accrued, if any, to the redemption date, on any Business Day.

Extraordinary Optional Redempition in Whole. The Bonds may be redeemed by the Issuer in
whole at any tiine at 100% of the principal amount thereof plus accrued interest to the redemption date
upon the cxercise by the Company of an option under the Loan Agreement to prepay the loan if any of the
following events occur within 180 days preceding the giving of written notice by the Company to the
Trustee of such election:



(B if in the judgment of the Company, unrcasonable burdens or excessive liabilities
have been imposed upon the Coinpany after the issuance of the Bonds with respect to the Project
or the operation thereof, including without limitation federal, state or other ad valorem property,
income or other taxes not imposed on the date of the Loan Agreemnent, other than ad valoretn
taxes levied upon privately owned property uscd for the same general purposc as the Project;

(i if the Project or a portion thereof or other property of the Company in connection
with which the Project is used has been damaged or desiroyed to such an extent so as, in the
judgment of thc Company, to render the Project or other property of the Company in connection
with which thc Project is uscd unsatisfactory to the Company for its intended use, and such
condition continues for a period of six inonths;

(i) there has occurred condemnation of all or substantially all of the Project or the
taking by cmincnt domain of such use or conirol of the Project or other property of the Company
in connection with which the Project is used so as, in the judgment of the Cownpany, to render the
Project or such other property of the Company unsatisfactory to the Company for its intended
use;

(iv) in the event changes, which thc Company cannot reasonably control, in the
economic availability of materials, supplics, labor, cquipment or other propertics or things
nccessary for the efficient operation of the Generating Station have occwred, which, in the
judgment of thc Company, render the continued operation of such Generating Station or any
generating unit at such station uneconomical; or changes in circuinstances after the issuance of
the Bonds, including but not limitcd to changes in clean air or other air and water pollution
control requirements or solid waste disposal requircments, have occurred such that thc Company
dctermines that use of the Project is no longer required or desirable;

) the Loan Agreement has become void or unenforceable or impossible of
performance by reason of any changes in the Constitution of the Commonwealth of Kentucky or
the Constitution of the United Statcs of Aincrica or by reason of legislative or administrative
action (whether state or federal) or any final decree, judgment or order of any court or
administrative body, whether state or federal; or

(vi) a final order or decree of any court or administrative body after the issuance of
the Bonds requires the Company to cease a substantial part of its operation af the Generating
Station to such extent that the Company will be prevented from cartrying on its normal operations
at such Generating Station for a period of six months.

Extraordinary Optional Redempfion in Whole or in Part. The Bonds are also subject to
redemption in whole or in part at 100% of the principal amount thereof plus accrued interest to the
redemption date at the option of the Company in an amount not to cxceed the net procecds received from
insurance ot any condcmnation award received by the Issuer, the Company or the First Mortgage Trustee
in the event of dainage, destiuction or condemnation of all or a portion of the Projcet, subject to
compliance with the terms of the First Mortgage Indenturc and rcecipt of an opinion of Bond Counscl that
such tedemption will not adversely affect the exclusion of interest on any of the Bonds from gross incoine
for federal income tax purposes. See “Summary of the Loan Agrecment — Maintenance; Damage,
Destruction and Condemnation.” Such redemption mwust occur on a date on which thc Bonds are
otherwise subject to optional redemption as described above.

Mandatory Redemption; Determination of Taxability. The Bonds arc required to be redeemed
by the Issuer, in whole, or in such part as described below, at a redemption price equal to 100% of the
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principal amount thereof, without redemption premium, plus accrued interest, if any, to the redemption
date, within 180 days following a “Determination of Taxability.” As uscd hercin, a “Determination of
Taxability” means the reccipt by the Trustee of written notice froin a current or former registered owner
of a Bond or from the Company or the Issuer of (i) the issuance of a published or private ruling or a
technical advice memorandmm by the Internal Revenuc Scrvice in which the Company participated or has
been given the oppornity to participate, and which ruling or memorandum the Company, in its
diseretion, does not contest ot froin which no further right of administrative or judicial review or appeal
exists, or (ii) & final determination from which no further right of appeal exists of any court of compctent
Jurisdiction in the United States in a proceeding in which the Company has participated or has been a
party, or has heen given the opportunity to pacticipate or be a party, in cach casc, to the eflect that as a
result of a failure by the Comipany to perform or observe any covenant or agrecment or the inaccuracy of
any representation contained in the Loan Agreement or any other agreement or certificate delivered in
connection with the Bonds, the interest on the Bonds is included in the pross income of the owners
thereof for federal incomc tax puposes, other than with respect to a person who is a “substantial user” or
a “relnted person” of a substantial yser of the Project within the meaniug of Section 147 of the Internal
Revenue Code of 1986, as amended (the “Code™); provided, however, that no such Determination of
Taxability will be considered to exist as a result of the Trustee receiving notice from a eurrent or former
registered owner of a Bond or from the Issuer unfess (i) the lssuer or the registered owner or former
tegistered owner of the Bond involved in such procecding or action (A) gives the Company and the
Trustee prompt notice of the commencement thereof, and (B) (if the Company aprecs to pay ail expenses
in connection therewith) offers thc Company the oppoertunity to control unconditionally the defense
thereof, and (ii) either (A) the Company does not agree within 30 days of receipt of such offer to pay such
cxpenses and liabilities and 1o control such defense, or (B) the Company will cxhaust or choose not to
exhaust all available proceedings for the contest, revicw, appeal or rehearing of such decree, judgment or
action which the Company determines o be appropriate. No Determination of Taxability described
above will resuli from the inclusion of interest on any Bond in the computation of minimum or indirect
taxes. All of the Bonds are required to be redeemed upon a Detenmination of Taxability as described
above uniess, in the opinion of Bond Counsel, redemption of a portion of such Bonds would have the
result that interest payable on the remaining Bonds outstanding after the redemption would not be s0
included in any such pross income.

In the event any of the Issuer, the Company or the Trostce has been puf on notice or becomes
aware of the existence or pendency of any inquity, audit or other proceedings rclating to the Bonds being
conducted by the Internal Revenuc Scrvice, the party so put on notice is required to give immediate
written notice to the other parties of such maticrs. Promptly upon learning of the occurrence of a
Determination of Taxability (whether or not the same is being contested), or any of the events described
above, the Company is required to give notice thereot fo the Trustce and the Issuer,

If the Tnternal Revenue Service or a court of competent jurisdiction determines that the interest
paid or to be paid on any Bond {except to a “substantial user” of the Project or a “related person” within
the meaning of Seefion 147(a) of the Cade) is or was inciudable in the gross income of the recipient for
federal income tax purposes for reasons ather than as a result of a failure by the Company to perform or
observe any of its covcamnts, agreements or representations in the Loan Agreement or any other
agreement or certificate delivered in conneetion therewith, the Bonds are nof subject to redemption. In
such circumstanccs, Bondholders would continue to hold their Boads, receiving principal and interest at
the applicablc rate as and when due, but would be required to include such interest payments in gross
ineome for federal income fax purposcs. Also, if the lien of the Indenture is discharged or defeased prior
to the occunence of a final Detennination of Taxability, Bonds will not be redeemed as described herein.

General Redemptian Terms. Notice of redemption will be given by mailing a redemption notiec
conforming to the provisions and requirements of the Indenture by first elass mail to the registered owners
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of the Bonds to be redeemed not less than 15 days prior to the redemption date. Any notice mailed as
provided in the Indenture will be conclusively presumed to have been given, irrespective of whether the
owner receives the notice. Failure to give any such notiee by mailing or any defect theyein in respect of
any Bond will not affeci the validity of any proceedings for the redemption of any other Bond. No further
interest will accruc on the principal of any Bond called for redemption after the redemption date if funds
sufficient for such redemption have heen deposited with the Paying Agent as of the redemption date. If
the provisions for discharging the Indenture sef forth helow under the heading “Summary of the Indenture
-— Discharge of Indenture” have not been complied with, any redemption notice may state that it is
conditional on there being sufficient tnoneys to pay the full redemption price for the Bonds to he
redeemed and that if sufficient funds have not been received by the Trustee by the opening of business on
the redemption date, such notice shall be of no effeet. So long as the Bonds are held in book-entry-only
form, all redeinption notices will be sent anly to Cede & Cu.

Security

Payment of the principal or redeinption price of and interest on the Bonds wiil be secured hy an
assigninent by the Issuer to the Trustee of the Issycr’s interest in and to the Loan Agreement and all
payments to bc made pursuant thereto (other than certain indemnification and expense payinents).
Pursuant to the Loan Agreement, the Company will agree to pay, among other things, amounts sufficient
to pay the aggregate principal amount or redemption price of the Bonds, together with interest thereon as
and when the same become due. The Company further will agree to make payments of the purchase price
of the Bonds tendered for purchase to the extent that funds ave not otherwise available therefor under the
provisions of the Indenture,

The payment of the principal or redemption pice of and interest on the Bonds will be further
secured by the First Mortgage Bonds, The principal amount of the First Mortgage Bonds will equal the
principal amount of the Boads, If the Bonds becomc immediately due and payable as a resuft of a dofault
in payment of the principal or redemption price of or interest on the Bonds, or a default in payment of the
purchase price of such Bonds, due to an event of default under the Loan Apreeinent and upon receipt by
the First Mortgage Trustee of a written demand from the Trustee for redemption of the First Mortgage
Bonds (“Redemption Demand™), or if’ ail first mortgage bonds outstanding under the First Mortgage
Indenture shall have becoine immediately due and payable, such First Mortgage Bonds will begin to bear
interest at thc same interest rate or ratcs bome by the Bonds and the principal of such First Morigage
Bonds, together with interest acerued theieon frony the last date or dates to which interest on the Bonds
has been paid in full, will be payable in accordance with the Suppleinental Indenture. Sec “Summary of
the First Mortgage Bonds and the First Mortgage Indenture.”

The Fitst Mortgage Bonds are not intended to provide a direct source of liquidity to pay the
puchase price of Bonds tendered for purchase in accordance with the Indenture. The Company is not
required under the Loan Agreement or Indentire to provide any letter of credit or liquidity support for the
Bonds. The First Mortgage Bonds are sceured Dy a lien on certain property owied by the Company. in
certain circumsiances, the Company is permitted to reduce the aggregate principal amount of its First
Mortgapge Bonds held by the Trustec, but in no event to an amount lower than the aggregate outstanding
principal amount of the Bonds,

Book-Entry-Only Systom
Paorfions of the following information concerning DTC and DTC's book-entry-only sysiem have

been obtuined from DIC. The Issuer, the Company and the Undervriter imake no representation as fo the
accuracy of such information.
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Initially, DTC will act as securitics depository for the Bonds and the Bonds initially will be issucd
solely in book-entry-only form to be held under DTC’s book-entry-only system, registered in the name of
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully registered bond in the aggregate principal atnount of the Bonds will be
deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking orgauization” within the meaning of the New York Banking Law, a mcmber of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Conmuercial
Code, and a “clcaring agency” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934 (the “Exchange Act”). DTC holds and provides asset scrvicing for U.S. and non-

- U.S. equity issues, corporate and municipal debt issucs, and money market instruments that DTC’s
participants (“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of salcs and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This
eliminates the need for physical movement of sceuritics certificates, Dircct Participants include both U.S,
and non-U.S. securities brokers and dealers, banks, trust companies, clcaring corporations, and certain
other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Ciearing Corporation
(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Cotporation all of which are registered clearing agencies. DTCC is owned by the users
of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies, and clcaring corporations that clear
through or maintain a custodial relationship with a Dircet Pariicipant, either directly or indirectly
(“Indircct Participants” and, together with “Direct Participants,” “Participants”). The DTC Rules
applicable to its Participants are on file with the SEC, More information about DTC can be found at
www.dtce.com.

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

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nomince, Cede & Co. or such other name as may bc
tequested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the namc of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC
has no knowledge of the actual Beneticial Owncrs of the Bonds; DTC’s rccords reflect only the identity
of the Dircet Participants to whosc accounts such Bonds are credited, which may or may not be the
Beneficial Owners. The Direct and Indircct Participants will remain responsible for keeping account of
their holdings on behalf of their customers.

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

Redemption notices shall be sent to DTC. If fewer than all of the Bonds are being redeemed,
DTC’s practice is to determine by lot the amount of the intercst of each Direet Participant to be redecmed.

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

Prineipal and interest payments on the Bonds will be made to Cede & Co. or such other nominee
as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the Issuer
or the Trustec on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be govemned by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street natne,” and will be the responsibility of such Participant and not of DTC nor its nominee, the
Trustee, the Company or the Issuer, subjcct to any statutory or regulatory requirements as may be in
cffcet from time to time. Payment of principal and interest to Cede & Co. (or such other nominee as may
be requested by an authorized representative of DTC) is the responsibility of the Issuer or the Trustee,
disbursement of such payments to Dircct Participants will be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Patticipants.

A Beneficial Owner may give notice to clect to have its Bonds purchased or tendered, through its
Participant, to the Tender Agent, and will effect delivery of such Bonds by causing the Direct Participant
to transfer the Participant’s interest in the Bonds on DTC’s records to the Tender Agent. The requirement
for physical delivery of Bonds in connection with a demand for purchasc or a mandatory purchasc will be
deemed satisfied wben the ownership rights in the Bonds are transferred by Direct Participants on DTC’s
records and followed by a book-entry credit of tendered Bonds to the Tender Agent’s DTC account.

DTC may discontinue providing its services as sceurities depository with respect to the Bonds at
any time by giving rcasonable notice to the Issuer, the Company, the Tender Agent and the Trustee, ot the
Issuer, at the request of the Company, may decide to discontinue use of the systemn of book-entry-only
transfers through DTC (or a successor sceuritics depository for the Bonds). Under such circumstances, in
thc cvent that a successor securities depository is not obtaincd, bond certificates are required to be
delivered as described in the Indenture (see “— Revision of Book-Entry-Only System; Replacement
Bonds” below). The Beneficial Owner, upon registration of certificates held in the Bencficial Owner’s
naine, will become the registered owner of the Bonds.

So long as Cede & Co. is the registered owner of the Bonds, as nominee of DTC, rcferences
herein to the registered owners of the Bonds will mean Cede & Co. and will not mean the Beneficial
Owners. Under the Indenture, payments made by the Trustce to DTC or its nominee will satisfy the
Issuet’s obligations under the Tndenture and the Company’s obligations under the Loan Agreement and
the First Mortgage Bonds, to the extent of the payments so made. Beneficial Chwners will nat be, and will
not be considered by the Issuer or the Trustee to be, and will not have any rights as, owners of Bonds
under the Indenture.
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The Trustee and the Issuer, so long as a book-entry-only systetn is used for the Bonds, will send
any notice of redemption ot of proposed document amendments requiring consent of registered owners
and any other notices required by the document (including notices of Conversion and mandatory
purchase) to be sent to registered owners only to DTC (or any successor sceurities depository) or its
nominece, Any failure of DTC to advise any Ditect Participant, or of any Direct Participant or Indircct
Participant to notify the Beneficial Owner, of any such notice and its content or effect will not affect the
validity of the redemption of the Bonds called for redemption, the docuinent amendment, the Conversion,
the mandatory purchase or any other action premised on that notice.

The Issuer, the Coinpany, the Trustee and the Underwriter cannot and do not give any assurances
that DTC will distribute payments on the Bonds made to DTC or its nominee as the registered owner or
any redemption or other notices, to the Participants, or that the Participants or others will distribute such
payinents or notices to the Beneficial Owners, or that they will do so on a timely basis, or that DTC will
serve and aet inn the manner described in this Official Statement.

THE ISSUER, THE COMPANY, THE UNDERWRITER, THE REMARKETING AGENT
AND THE TRUSTEE WILL HAVE NO RESPONSIBILITY OR OBLIGATION TO ANY DIRECT
PARTICIPANT, INDIRECT PARTICIPANT OR ANY BENEFICIAL OWNER OR ANY OTHER
PERSON NOT SHOWN ON THE REGISTRATION BOOKS OF THE TRUSTEE AS BEING A
REGISTERED OWNER WITH RESPECT TO: (1) THE ACCURACY OF ANY RECORDS
MAINTAINED BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT; (2) THE
PAYMENT OF ANY AMOUNT DUE BY DTC TO ANY DIRECT PARTICIPANT OR BY ANY
DIRECT PARTICIPANT OR INDIRECT PARTICIPANT TG ANY BENEFICIAL OWNER IN
RESPECT OF THE PRINCIPAL AMOUNT OR REDEMPTION OR PURCHASE PRICE OF OR
INTEREST ON THE BONDS; (3) THE DELIVERY OF ANY NOTICE BY DTC TO ANY DIRECT
PARTICIPANT OR BY ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT TO ANY
BENEFICIAL OWNER WHICH IS REQUIRED QR PERMITTED TO BE GIVEN TQ REGISTERED
OWNERS UNDER THE TERMS OF THE INDENTURE; (4) THE SELECTION OF THE
BENEFICIAL. OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL
REDEMPTION OF THE BONDS; OR (5) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY
DTC AS REGISTERED OWNER.

Revision of Bool--Entry-Only System; Replacement Bonds

In the event that DTC determines not to continue as securities depository or is removed by the
Issuer, at the dircetion of the Coinpany, as securities depository, the Issuer, at the direction of the
Company, may appoint a successor securitics depository reasonably acceptable to the Trustee. If the
Issuer does not or is unable to appoint a successor securities depository, the Issucr will issuc and the
Trustec will authenticate and deliver fully registered Bonds, in authorized denominations, to the assignces
of DTC or their nominees.

In the event that the book-entry-only system is discontinued, the following provisions will apply.
The Bonds may be issued in denominations of $100,000 and nwltiples thereof. Bonds may be transferred
ot exchanged for an equal total amount of Bonds of other authorized denominations upon swrender of
such Bonds at the designated office of the Bond Registrar, accompanicd by a written instrument of
transfer or authorization for exchange in form and with guaranty of signature satistactory to the Bond
Registrar, duly exceuted by the registered owner or the owner’s duly authorized attorney. Except as
provided in the Indenture, the Bond Registrar will not be required to register the transfer or exchange of
any Bond during the fifteen days before any mailing of a notice of redemption, after such Bond has been
called for redemption in whole or in part, or after such Bond has been tendered or deemed tendered for
optional or mandatory purchase as described under “Purchases of Bonds.” Registration of transfers and
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exchanges will be made without charge to the owners of Bonds, except that the Bond Registrar may
require any owner requesting registration of transfer or exchange to pay any required tax or governmental
charge.

Summary of the Loan Agreemcent

The following, in addition to the provisions comtained elsewhere in this Official Statement, is a
brief description of certain provisions of the Loan Agreenrent. This description is only a summary and
does nof purport io be complete and definitive,.  Reference is made to the Loan Agreement , for the
detailed provisions thereof.

General

The term of the Loan Agreement will commenee as of its date and end on the carlicst {o necur of
September 1, 2044, or the date on whieh alt of the Bonds have been fully paid or provision has been made
for such payment pursuant o the Indenture. See “Sununary of the Indenture — Discharge of Indenture,”

The Company will agree to repay the loan pursuant to the Loan Apgreement by making timely
paymeuts to the Trustee in sufficient amounts to pay the principal or redemption price of and inferest
required to be paid on the Bonds on each date upon whieh any such payments arc due. The Company will
ulso agrec to pay (a) the ngreed upon fees and expenses of the Trustee, the Bond Registrar, the Tender
Agent and the Paying Agent and alfl other amounts which may be payable to the Trustee, the Bond
Registrar, the Paying Agent and the Tender Agent, as may be applicable, under the Indenture, (b) the
cxpenses in connection with any redemption of the Bonds and {¢) the reasonable expenses of the Issuer.

The Company will covenant and agrec with the Issuer that it will cause the purchasc of tendered
Bonds that are not remarketed in accordance with the Indenture and, to that end, the Company will cause
funds to be made available to the Tender Agent at the times and in the manncr required to effect such
purchases in accordance with the Indenture (see “Summary of the Bonds — Purchases of Bonds —
Remarketing and Purchase of Bonds™).

All payments to be made by the Cotupany to the Issuer pursuant to the Loan Agrecment {(except
the fees and reasonable out-of-poacket expenscs of the Issucr, the Trustec, the Paying Agent, the Bond
Registrar and the Tender Agent, and amounts related to indemnification) will be assigned by the Issuer to
the Trustee, and the Company will pay such amounts directly to the Trustee. The obligations of the
Company to make the payinents pursuant to the Loan Agreement arc absolute and unconditional.

Maintenance of Tax Exemption

The Company and the Issucr will agree not to take any action that would result in the interest paid
on the Bonds being included in gross incone of any Bondholder {other than a holder who is a “substantial
user” of the Projeat or a “related person” within the meaning of Section 147(a) of the Code) for federal
ineome tax purposes or that adversely affects the validity of the Bonds.
Issuance and Delivery of First Moxtgage Bonds

For the purpose of providing security for the Bonds, the Company will exeeute and deliver to the

Trustee the First Mortgage Bonds on the date of issnance of the Bonds, The principal amount of the First
Mortgage Bonds execeuted and delivered to the Trustee will equal the aggregate prineipal amount of the
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Bonds. If the Bonds become immediately due and payable as a result of a default in payment of the
principal or redemption price of or interest on the Bonds, or a default in payment of the purchase price of
such Bonds, due to an event of default under the Loan Agrecment and upon receipt by the First Mortgage
Trustee of a Redeinption Demand, or if all first mortgage bonds cutstanding under the First Mortgage
Indenture shall have became immediatcly due and payable, such First Mortgage Bonds will then bear
interest at the samne interest rate or rates horne by the Bonds and the principal of such First Mortgage
Bonds, together with interest acerued thereon from the last date o which interest on the Bonds shall have
been paid in full, will then be payable. See, however, “Summary of the Indenture — Waiver of Events of
Default.”

Upon payment of the principal or redeiiption price of and interest on any of the Bonds, and the
surrender to and cancellation thereof by the Trusice, or upon provision for the payment thercof having
been made in accordance with the Indenture, First Moitgage Bonds with corresponding principal amounts
equal to the aggregate principal amonnt of the Bonds so surrendered and canccled or for the payment of
which provision has beein made, will be surrendered by the Trustee to the First Mortgage Tiustee and will
be canceled by the First Mortgage Trustee, The First Mortgage Bonds will be registerzd in the name of
the Trustec and will be non transferable, except to effect transfers to any successor trustee under the
Indenture. ‘

Payment of Taxes

The Company will agree to pay certain taxes and other governmental charges that may be
lawfully assessed, levied or charged against or with respect to the Projeet (sce, however, subparagraph (i)
under the heading “Summary of the Bonds -— Redemptions — Extraordinary Optional Redemption in
Whale”). The Company imay contest such taxcs or other governmental charges unless the security
provided by the Indenture would be materially endangered.

Maintenance; Damage, Destruction and Condemnation

So iong as any Bonds are outstanding, the Company will maintain, preserve and keep the Project
or canse the Project to be maintained, preserved and kept in good repair, working order and condition and
wiil make or cause to be made all proper repairs, replaccments and renewals necessary to continug to
constitute the Project as ait and water pollution conirol and abatement tacilities under Section
HI3(b)(4)(F) of the Internal Revenue Code of 1954, as amended. However, the Company will have no
obligation to muaintain, preserve, keep, repair, replace or renew any portion of the Project, the
mainienance, preservation, kecping, repair, replacement or renewal of which becownes uneconomical to
the Company because of certain events, including damage or desiruction by a cause not within the
Company’s conirol, condemnation of the Projecl, change in governinent standards and regulations,
cconomic ot other obsolescenee or termination of operation of generating facilitics to the Project.

The Company, at its own expense, may rewnodel the Project or make substitutions, modifications
and improvements to the Project as it deems desirable, which remodeling, substitutions, modifications
and improvements are deaned, under the tenns of the Loan Agreement to be a part of the Project. The
Company may not, howevet, change ot alter the basic nature of the Project or cause it to lose its status
under Section 103(b)(4)(F) of the Internal Revenue Code of 1954, as amended.

If, prior to the payment of all Bonds outstanding, the Project or any portion thereof is destroyed,
damaged or taken by the exercisc of the power of eminent domain and the lssuer, the Company or the
First Mortgage Trustee receives net proceeds from insurance or a condemnation award in connection
therewith, the Company must, subject to the requirements of the First Mortgage Indenture, (i) cause such
nct proceeds to be used to repair or restore the Project or (i) take any other action, including the
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redemption of the Bonds in whole or in part at their principal amount, which, by the opinion of Bond
Counsel, will not adversely affect the exclusion of the interest on the Bonds from gross income for federal
income tax purposes. See “Summaty of the Bonds — Redemptions — Extraordinary Optional
Redemption in Whole or in Pact,”

Projcet Insurance

The Company will insurc the Project in accordance with the provisions of the First Mortgage
Indenture.

Assignment, Merger and Release of Obligations of the Company

The Company may assign the Loan Agreement, pursuant to an opinion of Bond Counsel that such
assignment will not adverscly affect the exclusion of the interest on the Bonds from gross income for
federal income tax purposes, without obtaining the consent of either the Tssuer or the Trustee. Such
assignment, however, will not relieve the Company from primary liability for any of its obligations under
the Loan Agreement and performance and observance of the other covenants and agreements to be
performed by the Company. The Company may dispose of all or substantiaily all of its asscts or
consolidate with or merge into another entity, provided the acquirer of the Company’s assets or the entity
with which it will consolidate with or merge into is a corporation or other business organization organized
and existing under the laws of the United States of America or one of the states of the United States of
America or the District of Columbia, is qualified and admitted to do busincss in the Commonwealth of
Kentucky, and assumes in writing all of the obligations and covenants of the Company under the Loan
Agreement and delivers a copy of such assumption to the Issuer and the Trustee.

Relcasc and Indemnification Covenant

The Company will indemnify and hold the Issuer harmless against any expensc or liability
incurred, including attorneys’ fees, resulting from any loss or damage to property or any injury to or death
of any person occutring on ot about or resulting from any defect in the Project or from any action
commenced in connection with the financing thereof.

Events of Default
Each of the following events constitutes an “Event of Default” under the Loan Agreement:

1)) failure by the Company to pay the amounts required for payment of the principal
of, including purchase price for tendered Bonds and redemption and acceleration
prices, and interest accrued, on the Bonds, at the times specified therein taking
into account any periods of grace provided in the Indenture and the Bonds for the
applicable payment of interest on thc Bonds (scc “Summary of the Indenture —
Defaults and Remcdics™), and such failure shall cause an event of default under
the Indenturc;

P) failure by the Company to observe and perform any covenant, condition or
agreement on its part to be obscrved or performed, other than as referred to in
paragraph (1) above, for a period of 30 days after written notice by the Issuer or
Trustee, subject to extension by the Issucr and the Trustce, provided, however,
that if such failure is capable of being corrected, but cannot be corrected in such
30-day period, the Issucr and the Trustee will not unreasonably withhold their
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consent t0 an extension of such time if corrective netion with respect thereto is
instituted within such period and is being diligently pursued;

3 cerfain events of bankiuptey, dissolution, liguidation, reorganization or
insolvency of the Company;

€Y the occurrence of an Event of Default wnder the Indenture; or

{5 all first mortgage bonds outstanding under the First Mortgage Indenture, if not
already due, shall have become immediately due and payable, whether by
declaration or otherwise, and such acceleration shall not have been rescinded by
the First Mortgage Trustee;

Under the Loan Agreement, certain of the Company’s obligations (other than the Company’s
obligations, among others, (i) not to permit any action which would result in interest paid on the Bonds
being included in gross income for federal and Kentucky incoine taxes, (i) to execute and deliver the
First Mortgage Bonds to the Trustee on or before the date of issuance of the Bonds in an amount equal to
the principal amount of the Bonds; (i) to maintain its corporate existence aud pood standing, and to
neither dispose of all or substantially all of its assets or conselidate with or merge into another entity
unless ecrtain provisions of the Loan Agreement are satisfied; and (iv) to make loan payments and certain
other payments under the provisions of the Loan Agreement) may be suspended if by reason of force
majeme (as defined in the Loan Agreement) the Company is unable to carry out such obligations.

Remedics

Upon the happening and continuance of an Event of Default under the Loan Agreement, the
Trusiee, on behall of the Issuer, may, amnong other things, take whatever action at law or in equily may
appear necessary or desitable to collect the amounts then due and thereafter to beeome due, or to enforce
performance and observance of any obligation, agreement or covenant of the Company, under the Loan
Agreement, ineluding any remedies available in respect of the Fizst Mortgage Bonds.

In the event of a default in payment of the prineipal or redemption price of or interest on the
Bonds and the acceleration of the maturity date of the Bonds (to the cxtent not already due and payable)
as A eonsequence of such Event of Default, the Trustee inay demand redemption of the First Mortgage
Bonds. See “Summary of the First Mortgage Bonds and the First Mortgage Indentore” and “Sunminary of
the Indenture - Defanlts and Remedies.” Any amounts colleeted upon the happening of any such Event
of Default 1nust be applied in accordance with the Indenture or, if the Bonds have been fully paid (or
provision for payment thereof has been nade in accordance with the Indentute) and all other liabilities of
the Company acerued under the Indenture and the Loan Agreement have been paid or satisfied, made
available to the Company.

Options to Prepay; Obligation to Prepay

The Company may prepay the loan pursuant to the Loan Agreement, in whole or in part, on
certain dates, at the prepayment prices as shown under the headings “Sumiunary of the Bonds —
Redemptions — Optronal Redemption,” “Extracidinary Optional Redemption in Whole” and
“Ixtraordinary Optional Redemption in Whole or in Part.” Upon the occurrence of the event deseribed
undet the heading “Summary of the Bonds — Redemptions — Mandatory Redemption; Determination
of Taxability,” the Company will be obligated to prepay the loan in an aggregate amount sufficient fo
redeem the required prineipal amount of the Bonds.
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In each instance, the loan prepayment price must be a sum sufficient, together with other funds
deposited with the Trustee and available for such purpose, to redeen the requisite amount of the Bonds at
a price equal to 100% of the principal amount plus acerued interest fo the redemnption date, and to pay all
reasonable and peccssary fees and expanses of the Trustec, the Paying Agent, the Bond Registrar and the
Tender Agent and all other liabilities of the Company under the Loan Agreement accrued to the
redemption date,

Amendinenis and Modlfications

No alteration, amendment, change, supplement or modification of the Loan Agreement is
permissible without the written consent of the Trustee. The Issuer and the Trustee may, however, without
the consent of or notice to any Bondholders, entcr inta any alteration, amendment, change, supplement or
modification of the Loan Agreement (i) which may be required by the provisions of the Loan Agreement
or the Indenture, (i) for the purpose of curing any ambiguity or formal defeet or omission, (i) in
conncetion with any modification or change necessary to conforin the Loan Agreement with changes and
modifications in the Indenture or (iv) in comiection with any other change which, in the judgment of the
Trustee, does not adversely affect the Trustee or the Bondholders. Except for such alterations,
amendments, changes, supplements or modifications, the Loan Agreement may be aliered, amcnded,
changed, suppiemented or modified only with the consent of the Bondholders holding a majority in
principal amount of the Bonds then outstanding (sce “Swunary of the Iondenture — Supplemental
Indentures” for an explanation of the procedures necessary for Bondholder consent); provided, however,
that the approval of the Bondholders holding 100% in principal amount of the Bonds then outstanding is
necessary 10 effectuate an slteration, amendment, change, supplement or modification with respeet ta the
Loan Agreement of the fype described in clauses (i) through (iv) of the fisst sentence of the third
paragraph of “Summary of the Indenturc — Supplemcntal Indentures.” '

Sminmary of the First Mortgage Bonds and the First Morigage Indenture

The following, in addition to the provisions contained elsewhere in this Qfficial Statement, Is
brief description of certain provisions of the First Mortgage Bonds and the First Mortgage Indenture.
This description is only a sunnmary and does not purport fo be complete and definitive.  Reference is
made fo the First Morigage Indenture and to the form af the First Morigage Bonds for the detailed
provisions thereof.

General

In comection with the issuance of the Bonds, the First Mortgage Bonds will be issued in a
principal amount equal to the prineipal amount of the Bonds and will constitute a new series of first
morigage bonds under the First Mortgage Indenture (see “Surnmaty of the Loan Agreement — Issnance
and Delivery of First Montgage Bonds™). The statenients herein made (being for the most part sununarics
of certain provisions of the First Mortgage Indenture) arc subjeet fo the detailed provisions of the First
Mortgage Indenture, which is incomporated hercin by this reference. Words or phrases italicized are
defined in the First Mortgage Indenture.

The First Mortgape Bonds will mature on the same datc and bear interest at the same rate or rates
as the Bonds; however, the principal of and intercst on the First Morigage Bonds will nof be payable other
than upon the occuncnce of an event of defanlt under the Loan Agreement, Iff the Bonds become
immediately due and payable as a result of a defaclt in payment of the principal or redemption price of or
interest on the Bonds, or a default in payment of the purchase price of such Bonds, duc to an event of
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default under the Loan Agreement, and if all first mortgage bonds outstanding under the First Mortgage
Indenture shall not have become immediately due and payable following an event of default under the
First Mortgage Indenture, the Company will be obligated to redeem the First Mortgage Bonds upon
receipt by the First Mortgage Trustee of a Redemption Demand from the Trustee for redemption, at a
redemption price equal to the prineipal amount thereof plus acerued interest at the rates borne by the
Bonds from the last date to which interest on the Bonds has been paid,

The First Mor{gage Bonds at all times will be in fully registered form registered in the name of
the Trustee, will be non negotiable, and will be non transferable except to any successor trustee under the
Indenture. Upon payment and cancellation of Bonds by the Trustee or the Paying Agent (other than any
Bond or portion thereof that was canecled by the Trustee or the Paying Agent and for which one or mare
Bonds were delivered and authenticated pursuant to the Indenture), whether at maturity, by redemption or
otherwise, or upon provision for the payment of the Bonds having been made in accordance with the
Indenture, an equal principal amount of First Mortgage Bonds will be deemed fully paid and the
obligations of the Company thereunder will cease.

Sccurity; Licn of the First Mortgage Indenture

General. Except as described below under this heading and under “— Issuance of Additional
First Mortgage Bonds,” and subject to the exceptions described under “--- Satisfaction and Discharge,” all
first mortgage bonds issued under the First Mortgage Indenture, including the First Mortgage Bonds, will
be secured, equally and ratably, by the lien of the First Mortgage Indeniure, which constitutes, subject to
permitted liens and exclusions as described below, a first inortgage lien on substantially all of the
Company’s real and tangible personal property located in Kentucky and used or to be used in connection
with the generation, transmission and distribution of electricity and the storage, transportation and
distribution of natural gas (other than property duly released from the lien of the First Mortgage Indenture
in accordance with the provisions thercof and other than excepfed property, as deseribed below).
Property that is subject to the lien of the First Mortgage Indenture is referred to below as “Mortgaged
Property.”

The Company may obtain the relcase of property from the lien of the First Mortgage Indenture
from time to time, upon the bases provided for such rclease in the First Mortgage Indenture. See “—
Release of Property.”

The Company may cnter into supplemental indentures with the First Mortgage Trustee, without
the consent of the holders of the first mortgage bonds, in order to subject additional property (including
property that would otherwise be excepted from such lien) to the lien of the First Mortgage Indenture.
This property would constitute property additions and would be available as a basis for the issuanee of
additional first mortgage bonds. Sce “~— Issuance of Additional First Mortgage Bonds.”

The First Mortgage Indenture provides that after-acquired property (other than excepted property)
will be subject to the lien of the First Mortgage Indenture. However, in the case of consolidation or
merger (whether or not the Company is the surviving company) or transfer of the Mortgaged Propertty as
or substantially as an entirety, the First Mortgage Indenture will not be required to be a lien upon any of
the properties either owned or subsequently acquired by the successor company cxcept propertics
acquired from the Company in or as a result of such transfer, as well as improvements, extensions and
additions (as defined in the First Mortgage Indenture) to such properties and renewals, replacements and
substitutions of or for any part or parts thereof. See “— Consolidation, Merger and Conveyance of Assets
as an Entirety.”
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Excepted Property. The lien of the First Mortgage Indenture does not cover, among other things,
the following types of propenty: property located outside of Kentucky and not specifically subjected or
required to be subjected to the lien of the First Mortgage Indenture; property not used by the Company in
its electric gencration, transmission and distribution business or its natural gas storage, transportation and
distribution business; cash and securitics not paid, deposited or held under the First Mortgage Indenture
or required so to be; contracts, leases and other agreements of all kinds, contraet rights, bills, notes and
other instruments, revenues, accounts receivable, claims, demnands and judgments; govermmental and
other licenses, permits, franchiscs, consents and allowances; intellectual property rights and other general
intangibles; vehicles, movable equipment, aircraft and vessels; all goods, stock in trade, wares,
merchandisc and inventory held for the purpose of sale or lease in the ordinary course of business;
materials, supplies, inventory and other personal property consumable in the operation of the Company’s
business; fuel; tools and cquipment; furniture and furnishings; computers and data proecssing,
telecommunications and other facilitics used prinarity for administrative or clerical purposes or otherwise
not used in connection with thc operation or maintenance of electric generation, transmission and
distribution facilities or natural gas storage, transportation and distribution facilities; coal, ore, gas, oil and
other minerals and timber rights; electric energy and capacity, gas, stcam, water and other products
generated, produced, manufacturcd, purchased or otherwise acquired; real property and facilitics used
primarily for the production or gathering of natural gas; property which has been released from the lien of
the First Mortgage Indenture; and lcaschold interests. Property of the Company not covered by the lien of
the First Mortgage Indenture is referred to herein as excepted property. Properties held by any of the
Company’s subsidiaries, as well as properties leased from others, would not be subject to the lien of the
First Mortgage Indenture.

Permitted Liens. The lien of the First Mortgage Indenturc is subject to permitted liens described
in the First Mortgage Indenture. Such perinitted liens include liens existing at the execution date of the
First Mottgage Indenture, purchase money liens and other liens placed or otherwise existing on property
acquired by the Company after the exccution date of the First Mortgage Indenture at the time the
Company acquires it, tax liens and other governmental charges which arc not delinquent or which are
being contested in good faith, mechanics’, construction and materiahmen’s liens, certain judgment liens,
eascments, rescrvations and rights of others (including governmental entities) in, and defects of title to,
the Comnpany’s property, certain leascs and leaschold interests, liens to secure public obligations, rights of
others to take minerals, timber, electric energy or capacity, gas, water, steain or other products produced
by the Company or by others on the Company’s property, rights and interests of persons other than the
Company arising out of agreements relating to the common ownership or joint use of property, and liens
on the interests of such persons in such property and liens which have been bonded or for which other
security arrangements have been made.

The First Mortgage Indenture also provides that the First Mortgage Trustec will have a lien, prior
to the lien on behalf of the holders of the first mortgage bonds, including the First Mortgage Bonds, upon
the Mortgaged Property as security for thc Company’s payment of its reasonable compensation and
cxpenses and for indemnity against certain liabilities. Any such lien would be a permitted lien under the
First Mortgage Indenture.

Issuance of Additional First Mortgage Bonds

The maximum prineipal amount of first mortgage bonds that may be authenticated and delivered
under the First Mortgage Indenture is subjeet to the issuance restrictions described below; provided,
however, that the maximum principal amount of first inortgage bonds outstanding at any one time shall
not execed Onc Quintillion Dollars ($1,000,000,000,000,000,000), which amount may be changed by
supplemental indenture. As of June 30, 2016, first mortgage bonds in an aggregate principal amount of
$1,659,304,000 were outstanding under the First Mortgage Indenture, of which $574,304,000 were issucd
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to secure the Company’s payment obligations with respect to its outstanding potlution control and
cnvirommental facilities revenue bonds, including the Bonds,

First mortgage bonds of any scrics may be issued from time to time on the basis of, and in an
aggregate principal amount not exceeding:

e 06 2/3% of the cost or fair value to the Company (whichever is less) of property additions (as
described below) which do not constitute fimded property (generally, property additions
which have been made the basis of the authentication and delivery of first mortgage bonds,
the release of Mortgaged Property or the withdrawal of cash, which have been substituted for
retired funded property or which have been used for other specified purposes) after certain
deductions and additions, primarily ineluding adjustments to offset property retirements;

¢ the aggregate principal amount of refired securities (as described below); or
o an amount of cash deposited with the First Mortgage Trustee.

Property additions generally include any property which is owned by the Company and is subject
to the lien of the First Mortgage Indenture except (with certain exceptions) goodwill, going concern value
rights or intangible property, or any property the acquisition or construction of which is properly
chargeable to one of the Company’s operating cxpense accounts in accordance with U.S. generally
accepted accounting principles.

Retired securitics means, generally, first mortgage bonds which are no longer outstanding under
the First Mortgage Indenture, which have not been retired by the application of funded cash and which
have not been used as the basis for the authentication and delivery of first mortgage bonds, the rclcase of
property or the withdrawal of cash.

At June 30, 2016, approximately $1.3 billion of property additions and $250 million of refired
securities were available to be used as the basis for the authentication and delivery of first mortgage
bonds. The Company intends to issue the First Mortgage Bonds on the basis of retired securities.

RRelease of Property

Unless an event of defaulf has occurred and is continuing, the Company may obfain the release
from the licn of the First Mortgage Indenturc of any Mortgaged Property, except for cash held by the First
Mortgage Trustee, upon delivery to the First Mortgage Trustee of an amount in cash equal to the amount,
if any, by which sixty-six and two-thirds percent (66-2/3%) of the cost of the property to be released (or,
if less, the fair value to the Contpany of such property at the time it became funded property) exceeds the
aggregate of:

e an amount cqual to 66 2/3% of the aggregate principal amount of obligations secured by
purchase money liens upon the property to be released and delivered to the First Mortgage
Trustee;

¢ an amount equal to 66 2/3% of the cost or fair value to the Company (whichcver is less) of
certified property additions not constituting fimded property after certain deductions and
additions, pramarily including adjustments to offset property retirements (except that such
adjustments need not be made if such property additions were acquired or made within the
90-day period preceding the release);
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¢ ihe aggregate principal amount of first mortgage bonds the Company would be entitled to
issue on the basis of refired securitics (with such entitlement heing waived by operation of
such release);

e the aggregate principal amount of first morfgage bonds delivered fo the First Mortgage
Trustee (with such first mortgage bonds to he canceled hy the First Mortgage Trustee);

¢ any amount of cash and/or an amount equal to 66 2/3% of the aggregate principal amount of
oblipations sceured by purchase money liens upon the property released that is delivered to
the trustee or other holder of a lien prior to the lien of the First Mortgage Indenture, subject to
certain limitations described in the First Mortgage Indenture; and

o any taxes and expenscs incidental to any sale, exchange, dedication or other disposition of the
praperty to be released.

As uscd in the First Mortgage Indenture, the term purchase money len means, generally, a lien
on the property being refeased which is retained by the transteror of such propeity or granted to one or
more other persons in connection with the transfer or release thercof, or granted o or hefd by a trustee or
agent for any such persons, and may include liens which cover property in addition to the property being
released and/or which secure indebtedness in addition to indebtedness to the transferor of such propesty.

Unicss an event of default has ocowred and is continuing, property which is not funded property
may generally be released fiom the licn of the First Mortgage Indenture without depositing any cash or
property with the First Mortgage Trustee as long as (a) the aggregate ampunt of cast or fair value to the
Company (whichever is less) of all praperty adifitions which do not constitute funded property (excluding
the property io be released) after certain deductions and additions, primarily including adjustinents to
offsct property retivements, is not Iess than zero or (b) the cost oy fair value (whichever is less) of property
to be released does not exceed the aggregate amount of the cost or fhir valuc to the Company (whichever
is less) of property additions acquired or made within the 90-day period preceding the release.

The First Mortgage Indenture provides simplified procedures for the release of minor propertics
and property taken hy ecminent doinain, and provides far dispositions of cerfain obsolete property and
prants or surrender of eertain rights without any relcase or consent by the First Mortgage Tiusiec.

If the Company retains any intcrest in any property released from the lien of the First Mortgage
Indenture, the First Mortgage Indenture will not beceme a lien on such property or such inferest therein or
any improvenients, extensions or additions to such property or rencwals, replacements or substitutions of
or for such property or any patt or parts thergof.

Withdrawal of Cash

Unless an event of defaudt has occurred and is continuwing, and subject to certain Hmitations, cash
held by the First Mortgage Trustee may, generally, (1) be withdrawn by the Company (a) 1o the extent of
sixty-six and two-thirds percent (66-2/3%) of the cost or fair value to the Company (whichever is less) of
property additions not constituting funded property, after certain deductions and additions, primarily
including adjustments to offset retircments (cxcept that such adjustments necd not be made if such
property qdditions were acquired or made within the 90-day period preceding the withdrawal) or (b) in an
amount equal to the aggregate principal amount of fiest mottgage bonds that the Company would be
entitled to issue on the basis of refired securities (with the enttiternent to such issuance being waived by
operation of such withdrawal) or (e} in an amonni egual to the agpregate principal amount of any
outstanding first mortgage bonds delivered to the First Mortgage Trustee; or (2) upon the Company’s
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request, be applied to (a) the purchase of first mortgage bonds in a manner and at a price approved by the
Campany or (b} the payment (or provision for payment) at stated maturity of any first mortgage bonds or
the redemption (or provision for payment) of any first mortgage bonds which are redeemable; provided,
however, that cash deposifed with the First Morigage Trustee as the basis for the authentication and
delivery of first mortgage bonds may, in addition, be withdrawn in an amount not exceeding the aggrepate
principal amount of cash delivered to the First Mortgage Trustee for such purpose.

Events of Defnult
An “ovent of default” occurs under the First Mortgape Indenture if

s the Company does not pay any interest on any first mortgage bonds within 30 days of the due
date;

¢ the Company does not pay principal or premium, if any, on any first mortgage bonds on the
due daie;

o the Company remains in hreach of any other covenant (excluding covenants specifically dealt
with elsewhere in this section) in respect of any first mortgage bonds for 90 days after the
Company receives a wrilten notice of default stating the Company is in breach and requiring
remedy of the breach; the notice must be sent by either the First Mortgage Trustee or holders
of 25% of the prineipal amount of outstanding first mortgage bonds; the First Mortgage
Trastee or such holders can apree to extend the 90-day period and such an agrecinent to
extend will be automatically deemed to occur if the Company initiates corrective aetion
within such Y0 day period and the Company is diligently pursuing such action to correet the
default; or

o the Coinpany files for hankmuptey or certain other events in bankruptey, insolvency,
receivership or reorganization oceur.

Remedies

Aceeleration of Maturity. 1f an event of default occurs and is continuing, then either the First
Maortgage Trusfee or the holders of not less than 25% in principal amount of the outstanding first
marigage bonds may declare the prineipal amount of all of the first mortgage bonds to be due and payable
immediately.

Rexcission of Acceleration, After the declaration of acceleration has been made and before the
First Mortgage Trusiee has obtained a judgment or dectee for payment of the money due, such declaration
and its conscquences will be rescinded and annulled, if

e the Company pays or deposits with the First Mortgage Trustee a sum sufficicnt to pay:

. all overdue interest;

. the principal of and premiun, if any, which have become due otherwise than by
such dectaration of acceleration and interest thereon;

. infcrest on overdue interest to the extent lawtul; and

. all amounts duc to the First Mortgape Trustee under the Fast Morigage

Indenture; and
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o all events of defauit, other than the nonpayment of the principal which has become duc solcly
by such declaration of acccleration, have been cured or waived as provided in the First
Mortgage Indenture.

For morc information as to waiver of defaults, see “— Waiver of Default and of Compliance™
below. :

Appointment of Receiver and Other Remedies. Subject to the First Mortgage Indenture, under
certain eircumstanees and to the extent permitted by law, if an event of defenddf occurs and is continuing,
the First Mortgage Trustec has the power to appoint a receiver of the Mortgaged Property, and is entitled
to all other remedics available to mortgagees and secured parties under the Uniforim Commercial Code or
any other applicable law.

Control by Holders; Limitations. Subjeet to the First Mortgage Indenture, if an event of default
occurs and is continuing, the holders of a majority in principal amount of the outstanding first mortgage
bonds wilk have the right to

o direct the time, method and place of conducting any proceeding for any remedy available to
the First Mortgage Trustee, or

o exercise any trust or power conferred on the First Mortgage Trustee.
The rights of holders to make direction are subject to the following limitations:
e the holders’ dircctions may not conflict with any law or the First Mortgage Indenture; and

e the holders” dircetions may not involve the First Mortgage Trustee in personal liability where
the First Mortgage Trustec believes indemnity is not adequate.

The First Mortgage Trustee may also take any other action it deccms proper which is not
inconsistent with the holders’ direction.

In addition, the First Mortgage Indenturc provides that no holder of any first mortgage bond will
have any right to institute any proceeding, judicial or otherwise, with respect to the First Morigage
Indenture for the appeintment of a receiver or for any other remedy thercunder unless

o that holder has previously given the First Mortgage Trustec written notice of a continuing
ever! of default;

o the holders of 25% in aggregate principal amount of the outstanding first morigage bonds
have made written request to the First Mortgage Trustee to institute proccedings in respect of
that evenr of defanit and have offered the First Morigage Trustee reasonable indemnity
against costs, expenses and liabilities incurred in complying with such request; and

e for 60 days after reecipt of such notice, request and offer of indemnity, the First Mortgage
Trustee has failed to institute any such procceding and no direction inconsistent with such
request has been given to the First Mortgage Trustee during such 60-day period by the
holders of a majority in aggregate principal amount of outstanding first mortgage bonds,
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Furthermore, no holder of first mortgage bonds will be entitled to institute any such action if and
to the extent that such action would disturb or prejudice the rights of other holders of first mortgage
bonds,

However, each holder of first mortgage bonds has an absofute and unconditional right to reccive
payment when due and to bring a suit to enforce that right.

Notice of Defaulf. The First Mortgage Trustee is requircd to give the holders of the first
mortgage bonds notice of any default under the First Mortgage Indenture to the extent required by the
Trust Indenture Act, unless such default has been cured or waived; except that in the case of an event of
defaulr of the character specified in the third bullet point under “— Events of Default” (regarding a
breach of ceitain covenants continuing for 90 days after the reecipt of a written notice of default), no such
notice shall be given to such holders until at least 60 days after the occwrrence thereof. The Trust
Indenture Act currently permits the First Mortgage Trustee to withhold notices of default (except for
certain payment defaults) if the First Mortgage Trustee in good faith determines the withholding of such
notice to be in the inferests of the holders of the first mortgage bonds.

The Company will furnish the First Mortgage Trustee with an annual statcment as to its
compliance with the conditions and covenants in the First Mortgage Indenture.

Waiver of Defaulf and of Compliance. The holders of a majority in aggregate principal amount
of the outstanding first mortgage bonds may waive, on behalf of the holders of all outstanding first
mortgage bonds, any past default under the First Mortgage Indenture, except a default in the payment of
principal, premium or interest, or with respect to compliance with certain provisions of the First Mortgage
Indenture that cannot be amended without the consent of the holder of each outstanding first mortgage
bond affected.

Compliance with certain covenants in the First Mortgage Indenture or otherwise provided with
respect to first mortgage bonds mnay be waived by the holders of a majority in aggregate principal amount
of the affected first mortgage bonds, considered as one class.

Consolidation, Merger and Conveyance of Assets as an Entirety

Subject to the provisions described below, the Company has agreed to preserve its corporate
existence.

The Company has agreed not to consolidate with or merge with or into any other entity or
convey, transfer or lease the Mortgaged Property as or substantially as an entirety to any entity unless

e the entity formed by such consolidation or into which the Company mecrges, or the entity
which acquires or which leascs the Mortgaged Property substantially as an entirety, is an
entity organized and existing under the laws of the United States of America or any State or
Territory thereof or the District of Columbia; and

° expressly assumes, by supplemental indenture, the due and punctual payment of the
pringipal of, and premium and interest on, all the outstanding first mortgage bonds
and the performance of all of the Company’s covenants under the First Mortgage
Indenture; and

o such entity confirms the lien of the First Mortgage Indenture on the Mortgaged
Property; and
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o in the casc of a lcase, such lease is madce cxpressly subject to termination by (i) the Company
or by the First Mortgage Trustee and (ii) the purchaser of the property so leased at any salc
thereof, at any time during the continuance of an event of default; and

» imediately after giving effect to such transaction, no event of default, and no cvent which
after noticc or lapsc of time or both would become an event of default, will have occurred and
be continuing.

In the case of the conveyance or other transfer of the Mortgaged Property as or substantially as an
entirety to any other person, upon the satisfaction of all the conditions described above the Company
would be released and discharged from all obligations under the First Mortgage Indenture and on the first
mortgage bonds then outstanding unless the Company elects to waive such release and discharge.

The First Mortgage Indenture docs not prevent or restrict:

e any consolidation or merger after the consummation of which the Company would be the
surviving or resulting entity; or

s any convcyance or other transfer, or lease, of any part of the Mortgaged Property which does
not constitute the entirety or substantially the entirety thereofl

If following a conveyance or other transfer, or lease, of any part of the Mortgaged Property, the
fair value of the Mortgaged Property retained by the Company cxceeds an amount cqual to three-halves
(3/2) of the aggregate principal amount of all outstanding first mortgage bonds, then the part of the
Mortgaged Property so conveyced, transferred or Icased shall be decmed not to constitute the entirety or
substantiafly the entirety of the Mortgaged Property. This fair value will be determined within 90 days of
the conveyance or transfer by an independent expert that the Company selects and that is approved by the
First Mortgage Trustee. .

Modification of First Mortgage Indenture

Withour Holder Consent. Without the consent of any holders of first morfgage bonds, the
Company and the First Mortgage Trustee may enter into one or mote supplemental indentures for any of
the following purposes:

» to evidence the succession of another entity to the Company;

» to add one or more covenants or other provisions for the benefit of the holders of all or any
scrics or tranche of first mortgage bonds, or to surrender any right or power conferred upon
the Company;

¢ o cotrcet or amplify the description of any property at any timc subject to the lien of the First
Mortgage Indenture; or to better assure, convey and confirm unto the First Mortgage Trustee
any property subject or required to be subjected to the lien of the First Mortgage Indenture; or
to subjcct to the lien of the First Mortgage Indenture additional property (including propetty
of othcrs), to specify any additional Permitted Liens with respect to such additional property
and to modify the provisions in the First Mortgage Indenture for dispositions of certain types
of property without rclease in order to specify any additional items with respect to such
additional propetrty;
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» {0 add any additional events of default, which may be stated to remain in effect only so long
as the first mortgage bonds of any one more particuiar series remaing putstanding;

e io change or eliminate any provision of the First Mortgage Indenture or to add any new
provision to the First Mortgage Indenture that does not adversely affect the interests of the
holders in any material respeet;

s io establish the form or ternws of any series or tranche of first mortgage bonds;

» {0 provide for the Issuance of bearer securities;

= to evidence and provide for the acceptance of appointment of a successor First Mortgage
Trustce or by a co-trustee or separate frustee;

e to provide for the procedures required to pernit the utilization of a noncertificated system of
registration for any series or tranche of first mortgage bonds;

* to change any place or places where

] the Company may pay principal, premium and intorest,
. first movtgage bonds may be surrendered for transfer oy exchange, and
¢ notices and demands to or upon the Company may be served;

# {0 amend and restate the First Morigage Indenture ag originally exccuted, and as amended
from time to {ime, with such additions, deletions and other changes that do not adversely
affect the interest of the holders in any material respect;

* to curc any ambignily, defect or Inconsistency or to make any other changes that do not
adversely affect the inlerests of the holders in any matcrial respect; or

s o increase or decrease the maximun principal amount of first mortgage bonds that may be
outstanding at any time.

In addition, if the Trust Indenture Act is amended after the date of the First Mortgage Indenture
s0 as fo requirc changes o the First Mottgage Indenture or s0 as to pennit changes to, or the elimination
of, provisions which, at the date of the First Mortgage Indenture o at any time thercafter, were required
by the Trust Indenture Act to be contained in the First Mortgage Indenture, the First Mortgage Indenture
will be deemed to have been armended so as fo confonu to such amendment or to effect such changes or
elimination, and the Company and the First Mortgape Trustee may, without the consent of any holders,
enfer into one or more supplemental indentures to effect or evidenece such amendment.

With Holder Consent, Fxcept as provided above, the consent of the holders of at least 3 majority
in aggregate prineipal amount of the first mortgage bonds of all outstanding serics, considered as one
class, is generally required for the puzpose of adding to, or changing or climinating any of the provisions
of, the First Mortgage Indenture pursuant 1o a supplemenial indenture. However, if Iess than all of the
series of outstanding first mortgage bouds arc dircctly affected by a proposed supplemnental indenture,
then such proposal only requires the consent of the holders of a tajority in agpregate principal amount of
the outstanding first mortgage bonds of all directly affected serics, considered as one ¢lass. Moreover, if
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the first mortgage bonds of any series have been issued in more than one tranche and if the proposed
supplemental indenture directly affeets the rights of the holders of first mortgage bonds of one or more,
but less than all, of such tranches, then such proposal only rcquires the consent of the holders of a
majority in aggregate principal amount of the outstanding first mortgage bonds of all directly affected
tranches, considered as onc class,

However, no amendment or modification may, without the consent of the holder of each
outstanding first mortgage bond directly affected thereby:

o change the stated maturity of the principal or interest on any first mortgage bond (other than
putsuant to the tetms thereof), or reduce the principal amount, interest or premium payable
{(or the method of caleulating such rates) or change the currency in which any first mortgage
bond is payable, or impair the right to bring suit to enforce any payment;

¢ create any lien (not otherwise permitied by the First Mortgage Indenture) ranking prior to the
lien of the First Mortgage Indenture with respect to all or substantially all of the Mortgaged
Propetty, or terminate the lien of the First Mortgage Indenture on all or substantially all of the
Mortgaged Property (other than in accordance with the terms of the First Mortgage
Indenture), or deprive any holder of the benefits of the security of the lien of the First
Mortgage Indenture;

o reduce the percentages of holders whose consent is required for any supplemental indenturc
or waiver of compliance with any provision of the First Mortgage Indenture or of any default
thereunder and its consequences, or reduce the requirements for quorum and voting under the
First Mortgage Indenture; or

e modify certain of the provisions of the First Mortgage Indenture relating to supplemental
indentures, waivers of certain covenants and waivers of past defaults with respect to first
mortgage bonds.

A supplemental indenture which changes, modifics or eliminates any provision of the First
Mortgage Indenture expressly included solely for the benefit of holders of first mortgage bonds of one or
more particular series or tranches will be deemed not to affect the rights under the First Mortgage
Indenture of the holders of first mortgage bonds of any other series or tranche.

Satisfaction and Discharge

Any first mortgage bonds or any portion thereof will be deemed to have been paid and no longer
outstanding for purposes of the First Mortgage Indenture and, at the Company’s election, the Company’s
entire indebtedness with respect to those securities will be satisfied and discharged, if there shall have
been irrevocably deposited with the First Mortgage Trustee or any Paying Agent (other than the
Company), in trust:

s moncy sufficient, or

e in the case of a deposit made prior to the maturity of such first mortgage bonds, non-
redeemable eligible obligations (as defined in the First Mortgage Indenture) sufficient, or

e a combination of the items listed in the¢ preceding two bullet points, which in total arc
sufficient,
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to pay when due the principal of, and any premium, and intcrest due and to become duc on such first
mortgage bonds or portions of such first mortgage bonds on and prior to their maturity.

The Company’s right to cause its entire indebtedness in respeet of the first mortgage bonds of any
scrics to be decmed to be satisficd and discharged as described above will be subject to the satisfaction of
any conditions specified in the insttument creating such scrics,

The First Mortgage Indenture will be deemed satisfied and discharged when no first mortgage
bonds remain outstanding and when the Company has paid all other sums payable by it under the First
Mortgage Indenture.

All moneys the Company pays to the First Mortgage Trustee or any Paying Agent on First
Mottgage Bonds that remain unclaimed at the end of two years after payments have become due may be
paid to or upon the Comnpany’s order. Thereafter, the holder of such First Mortgage Bond may look only
to the Company for payment,

Duties of the Iirst Mortgage Trustee; Resignation and Removal of the First Mortgage Trustec;
Decmed Resignation

The First Mortgage Trustee will have, and will be subject to, all the duties and responsibilities
specified with respect to an indenture frustee under the Trust Indenture Act. Subject to these provisions,
~ the First Mortgage Trustee will be under no obligation to cxercise any of the powers vested in it by tbe
First Mortgage Indenture at the request of any holder of first mortgage bonds, untess offered rcasonable
indemnity by such holder against the costs, expenses and liabilities which might be incwired thereby. The
First Mortgage Trustee will not be required to cxpend or risk its own funds or otherwise incur financial
liability in the performance of its dutics if the First Mortgage Trustee reasonably believes that repayment
or adequate indemnity is not reasonably assured to i,

The First Mortgage Trustee may resign at any time by giving writicn notice to the Company,

The First Mortgage Trustee may also be removed by act of the holders of a majority in principal
amount of the then outstanding first mortgage bonds.

No resignation or removal of the First Mortgage Trustee and no appointment of a successor
trustee will become effective until the aceeptance of appointment by a successor trustee in accordance
with the requirements of the First Mortgage Indenture.

Under certain circumstances, the Company may appoint a successor trustee and if the successor
accepts, the First Mortgage Trustee will be deemed to have resigned.

Evidence to be Furnished to the First Mortgage Trustee

Compliance with First Mortgage Indenture provisions is evidenced by written statements of the
Company’s officers or persons selected or paid by the Company. In certain cases, opinions of counsel and
certifications of an engineer, accountant, appraiser or other cxpert (who in some cases nwst be
independent) must be furnished. In addition, the First Mortgage Indenture requires the Company to give
to the First Mortgage Trustee, not less than annually, a brief stateinent as to the Company’s compliance
with the conditions and covenants under the First Mortgage Indenture.
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Misccllancous Provisions

The First Mortgage Indenture provides that certain first mortgage bonds, including those for
which payment or redemiption money has been deposited or set aside in trust as described under “—
Satisfaction and Discharge” above, will not be deemed to be “outstanding” in determining whether the
holders of the requisite principal amount of the outstanding first mortgage bonds have given or taken any
demand, direction, consent or other action under the First Mortgage Indenture as of any date, or are
present at a meeting of holders for quorum purposes.

The Company will be cntitled to set any day as a record date for the purpose of determining the
holders of outstanding first mortgage bonds of any series entitled to give or take any demand, direction,
consent or other action under the First Mortgage Indenture, in the manner and subject to the limifations
provided in the First Mortgage Indenture. In certain circumstances, the First Mortgage Trustee also will
be entitled to sct a record date for action by holders. If such a record date is set for any action to be taken
by holders of particular first mortgage bonds, such action may be taken only by persons who arc holders
of such first mortgage bonds on the record date.

Governing Law

The First Mortgage Indenture and the first mortgage bonds provide that they are to be governed
by and construed in accordance with the laws of the Statc of New York except where the Trust Tndenture
Act is applicable or where otherwise required by law. The effectiveness of the lien of the First Mortgage
Indenture, and the perfection and priority thereof, will be governed by Kentucky law,

Summary of the Indenturc

The following, in addition to the provisions contained elsewhere in this Official Statement, is a
brief description of certain provisions of the Indenture, This description is only a summary and does not
purport to be complete and definitive. Reference is made to the Indenture for the detailed provisions
thereof. ‘

Security-

Pursuant to the Indenture, the Issuer will assign and pledge to the Trustee its interest in and to the
Loan Agreement, including payments and other amounts due the Issuer thereunder, together with all
moncys, property and securities from time to time held by the Trustee under the Indenture (with certain
cxceptions, including moneys held in or carnings on the Rebate Fund and the Purchase Fund).

The Bonds will be further secured by the First Mortgage Bonds to be delivered to the Trustee (see
“Summary of the Loan Agreemncnt — Issuance and Delivery of First Mortgage Bonds”). The First
Mortgage Bonds will be registered in the name of the Trustee and will be nontransferable, except to effect
a transfer to any successor trustee. The Bonds will not be directly secured by the Project (although the
Projcet is subject to the lien of the First Mortgage Indenture).

No Pccuniary Liability of the Issuer
No provision, covenant or agrecment contained in the Indenture or in the Loan Agreement, nor

any breach thereof, will constitute or give rise to any pecuniary liability of the Issuer or any charge upon
any of its assefs or its general credit or taxing powcis. The Issucr has not obligated itsclf by making the
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covenants, agreements or provisions contained in the Indenture or in the Loan Agrcement, except with
respect to the application of the amounts assigned to payment of the principal or redemption price of and
intercst on the Bonds.

The Bond Fund

The payments to be made by the Company pursuant to the Loan Agreement to the Issuer and
certain other amounts specified in the Indenture will be deposited into a Bond Fund cstablished pursuant
to the Indenture (the “Bond Fund®™) and will be maintained in trust by the Trustee. Moneys in the Bond
Fund will be used solely and only for the payment of the principal or redemption price of and interest on
the Bonds, and for the payment of the reasonable fees and expenses to which the Trustee, Bond Registrar,
Tender Agent, Authenticating Agent, any Paying Agent and the Issuer arc entifled pursnant to the
Indenture or the Loan Agreement. Any mnoneys held in the Bond Fund will be invested by the Trusiee at
the specific written direction of the Company in certain Govermmental Obligations, investment-grade
corporate obligations and other invesiments permitted under the Indenture.

The Prior Bond Funds

The proceeds from the issuance of the Bonds will be deposited by the Trustec in (i) the County of
Trimble, Kentucky, Poltution Control Revenue Bond Fund, 2000 Series A (Louisville Gas and Electric
Company Projcet) and (ii) the County of Trimble, Kentucky, Pollation Control Revenue Bond Fund, 2002
Serics A (Louisville Gas and Electric Company Projeet), in each casc in an amount adequate to pay,
together with other mnoneys to be provided by the Company, all principal of and accrued interest on the
respective issue of the Prior Bonds to become due and payable on their scheduled redemption dates.

The Rebate Fund

A Rebate Fund has been created by the Indenture (the “Rebate Fund”) and will be maintained as a
separate fund free and clear of the lien of the Indenture. The Issuer, the Trustee and the Company have
agreed to comply with all rebate requirements of the Code and, in particular, the Company has agreed that
if nceessaty, it will deposit in the Rebate Fund any such amount as is required under the Code. However,
the Issuer, the Trustec and the Company may disregard the Rebate Fund provisions to the extent that they
receive an opinion of Bond Counsel that such failmre to comply will not adversely affect the exclusion of
the intercst on the Bonds from gross income for federal income tax purposes.

Discharge of Indenture

When all the Bonds and all fees and charges acerued and to accrue of the Trustee and the Paying
Agent have been paid or provided for, and when proper notice has been given to the Bondholders or the
Trustee that the proper amounts have been so paid or provided for, and if the Issuer is not in default in any
other respect under the Indenture, the Indenture will becotne null and void. The Bonds will be deemed to
have been paid and discharged when there have been irrevocably deposited with the Trustee moneys
suficicnt to pay the principal or redemption price of and acerued intcrest on such Bonds to the due date
(whether such date be by reason of maturity or upon redemption) or, in lieu thercof, Governmental
Obligations have been deposited which mature in such amounts and at such times as will provide the
funds necessary to so pay such Bonds, and when all reasonable and necessary fees and expenscs of the
Trustee, the Tender Agent, the Authenticating Agent, the Bond Registrar and the Paying Agent have been
paid or provided for.
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Surrender of First Mortgage Bonds

Upon payment of any principal or redemption price of and interest on any of the Bonds which
reduces the principal amount of Bonds outstanding, or upon provision for the payment thereof having
been made in accordance with the Indenture (see “Discharge of Indenture” above), First Mortgage Bonds
in a principal amount equal to the principal amount of thc Bonds so paid, or for the payment of which
such provision has been made, shall be surrendered by the Trustee to the First Mortgage Trustee. The
First Mortgage Bonds so surrendered shall be deemed fully paid and the obligations of the Company
thercunder terminated.

Defaults and Remedies
Each of the following events constitutes an “Event of Default” under the Indenture:

(a) failure to make due and punctual payment of any installment of interest on any
Bond within a period of one Business Day from the due date;

(b) failure to make due and punctual payment of the principal of, or premium, if any,
on any Bond on the due date, whether at the stated maturity thereof, or upon proceedings for
redemption, or upon the maturity thereof by declaration or if payment of the purchasc pricc of
any Bond required to be purchased pursuant to the Indenture is not made when such payment has
become due and payable, provided that no Event of Default has occurred in respect of failure to
receive such purchase price for any Bond if the Company has made the payment at tbe opening of
business on the next Business Day as described in the last paragraph under “Suminary of the
Bonds — Purchases of Bonds — Reimarketing and Purchase of Bonds” above;

(c) failurc of the Issuer to perfornm or observe any other of the covenants, agreenments
or conditions in the Indenture or in the Bonds which failure continues for a period of 30 days after
written notice by the Trustee or by the registcred owners holding not less than 25% in aggrepate
principal amount of all Bonds outstanding, provided, however, that if such failure is capable of
being cured, but cannot be cured in such 30-day period, it will not constitute an Event of Default
under the Indenture if corrective action in respect of such failure is instituted within such 30-day
period and is being diligently pursucd,

(D) the occurrence of an “Event of Default” under the Loan Agreement (see
“Summary of the Loan Agreement — Events of Default™); or

(e) all first mortgage bonds outstanding under the First Mortgage Indenture, if not
already due, shall have become immediatcly duc and payable, whether by declaration or
otherwisc, and such acceleration shall not have been rescinded by the First Mortgage Trustee,

Upon the occurtence of an Event of Default under the Indenture, the Trustee may, and upon the
written request of the registered owners holding not less than 25% in aggregate principat amount of
Bonds then outstanding and upon receipt of indemnity reasonably satisfactory to it, must: (i) enforce ¢ach
and every right granted to the Trustee as a holder of the First Mortgage Bonds (sce “Summary of the First
Mortgage Bonds and the First Mortgage Indenture™), (ii) declare the principal of all Bonds and interest
accrued thereon to be immediately due and payable and (jii) declare all payments under the Loan
Agrcement to be immediately duc and payablc and enforce each and every other right granted to the
Issuer under the Loan Agreement for the benefit of the Bondholders. Interest on the Bonds will cease to
accrue on the date of issuance of a declaration of acceleration of payment of the principal and interest on
the Bonds.
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In exercising such rights, the Trustee will take any action that, in the judgment of the Trustee,
would best serve the interests of the registercd owners, taking into account the security and remcdies
afforded to holders of first mortgage bonds under the First Mortgage Indenture. Upon the occurrence of
an Bvent of Default under the Indenture, the Trustee may also procced to pursue any available remedy by
suif at law or in cquity to cnforce the payinent of the principal or redemption price of and interest on the
Bonds then outstanding.

If an Event of Default under the Indenture shall occur and be continuing and the maturity date of
thc Bonds has been accelerated (to the extent the Bonds are not alrcady due and payable) as a
conscquence of such event of default, the Trustee may, and upon the written request of the registered
owners holding not less than 25% in principal amount of all Bonds then outstanding and upon receipt of
indemnity satisfactory to it shall, cxcreisc such rights as it shall possess under the First Mortgage
Indenture as a holder of the First Mortgage Bonds and shall also issuc a Redemption Demand for such
First Mortgage Bonds to the First Mortgage Trustee.

If the Trustee recovers any moneys following an Event of Default, unless the principal of the
Bonds has becn declared duc and payable, all such moneys will be applied in the following order: (i) to
the payment of the fees, expenses, liabilitics and advances incurred or made by the Trustee and the Paying
Agent and the payment of any sums due and payable to the United States pursuant to Section 148(f) of the
Code, (ii) to the payment of all interest then duc on the Bonds, and (iii} to the payment of unpaid principal
and premium, if any, of the Bonds. If the principal of the Bonds has become duc or has been accelerated,
such moneys will be applicd in the following order: (i) to the payment of the fees, expenses, ligbilities and
advances incurred or made by the Trustce and the Paying Agent and (ii) to the payment of principal of
and interest then due and unpaid on the Bonds.

No Bondholder may institute any suit or proceeding in cquity or at law for the enforcement of the
Indenture unless an Event of Default has occurred of which the Trustee has been notified or is deemed to
have notice, and registered owners holding not less than 25% in aggregate principal amount of Bonds
then outstanding have madc written request to the Trustee to proceed to exercise the powers granted under
the Indenture or to institute such action in their own name and the Trustee fails or refuses to exercise its
powers within a reasonable time after receipt of indemnity satisfactory to it.

Any judgment against the Issuer pursuant to the exercisc of rights under the Indenturc will be
cnforceable only against specific assigned payments, funds and accounts under the Indenture in the hands
of the Trustee. No deficiency judgment will be authorized against the general credit of the Issuer.

Waiver of Events of Default

Except as provided below, the Trustee may in its discretion waive any Event of Default under the
Indenture and will do so upon the written request of the registered owners holding a majority in principal
amount of all Bonds then outstanding. If, after the principal of all Bonds then outstanding have been
declared to be due and payable as a result of a default under the Indenture and prior to any judgment or
decree for the appointment of a recciver or for the payment of the moneys due has been obtained or
entered, (i) the Company causes to be deposited with the Trustee a sum sufficient to pay all matured
installments of interest upon all Bonds and the principal of and premium, if any, on any and all Bonds
which would become duc otherwisc than by reason of such declaration (with interest thereon as provided
in the Indenture) and the expenses of the Trustee in connection with sucl default and (ii) all Events of
Default under the Indenture (other than nonpayment of the principal of Bonds duc by said declaration)
have been remedied, then such Event of Default will be decmed waived and such declaration and its
consequences rescinded and annulled by the Trustee. Such waiver, rescission and annulment will be
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binding vpon all Bondholders. No such waiver, rescission and anmulment will extend to ar affect any
subsequent Event of Default or impair any right or remnedy consequent thereon.

Upon any waiver or rescission as described above or any discontinuance or abandonment of
proceedings undcr the Indenture, the Trustee shall immecdiatcly rescind in wilting any Redemption
Demand of First Mortgage Bonds previously given to the First Mortgage Trustee. The rescission under
the First Mortgage Indenture of a declaration that all first mortgage bonds outstanding under the Fivst
Mortgage Indenture are immediately due and payable shall also constitute & waiver of an Event of Default
described in paragraph (e) under the subheading “Defaults and Remedies” above and a waiver and
rescission of its consequences, provided that no such waiver or rescission shall extend to or affect any
subsequent or other defaulf or itnpair any vight consequent thereon,

Molwithstanding the foregoing, nothing in the Indenture will affect the right of a vegistered owner
to enforce the payment of principal or redemption price of and interest on the Bonds after the maturity
thereof.

Voting of First Mortgage Bonds Held by Trustee

The Indenture provides that the Trustce, as the holder of the First Mortgage Bonds, will be
required to attend such meeting or meetings of bondholders under the First Mostgage Indenture or, at its
option, deliver its proxy in conncetion therewith, as relate to malters with respect to which it, as such
holder, is entitled to voic or consent, The Trustee, either at any such meeting or meetings or otherwise
when the consent of the holders of the First Mortgage Bonds is sought without a meeting, will be required
to vote all First Mortgage Bonds then held by it, or consent with respect thereto, proportionafely with the
vate or consent of the holders of all other sccurtics of the Company then outstanding under the Figst
Mortgage Indenture eligible to vote or consent, as evidenced by, and as to be delivered to the Trustee, a
certificate signed by the temporary chairnan, the temporary scerctary, the permanent chairman, the
permanent secretary, or an inspector of votes at any meeting or mectings of security holders under the
First Mortgage Indenture, or by the First Mortgage Trustec in the case of conscnis of such security
holders which are sought without a mecting, which states what the sigher thereof reasonably believes are
the propottionate votes or consents of the hotders of all securities (other than the First Mortgage Bonds)
outstanding under the First Mortgage ludenture and counted for the purposes of determining whether such
security holders have approved or consented to the matter put before them; provided, howevet, that the
Trustce shall not so vote in favor of, or so consent to, any amendment or modification of the First
Mortgage Indenture, which, if it were an amendment or modification of the Indenture, would requirc the
consent of the Bondholders as described in the third parapraph under the heading “Summary of the
Indenture — Supplementnl Indenture,” without the prior consent and approval of Bondholders which
would be so required; provided further that as a condition to the Trustee voting or giving such conseni,
the Trustee shall have received a certificate of a Company representative or an opinion of counsel, at its
election, stating that such voting or consent is authorized or permitted by the Indenture,

Sapplemental Indentores

The Issuer and the Trustee may enier into indenturcs supplemental to the Indenturc ag shall not be
inconsistent with the tenns and provisions of the Indenture, without the consent of or notice to the
Bondholders, in order (i) to cure any ambiguity or formal defect or omission in the Indenture, (ii) to grant
to or confer upon the Trustee, as may lawfuily be granted, additional nighls, remedies, powers or
authoritics for the benefit of the Bondholders, (iii) to subject to the Indenture additional revenues,
properties or colinteral, (iv) to perinit qualification of the Indenture under any federal statute or state blue
sky law, (v) to add additional covenants and agreements of the Issuer for the protection of the
Bondholders or to surrender or litnit any rights, powars or authorities reserved to or conferred upon the
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Issuer, (vi) to make any other modification or change to the Indenture which, in the sole judgment of the
Trustee, does not adversely affect the Trustee or any Bondholder, (vii) to make other amendments not
otherwise perinitted by (i), (it), (iii), (iv) or (v) of this paragraph to provisions relating to federal income
tax matters under the Code or other relevant provisions if, in the opinion of Bond Counsel, those
amendments would not adversely affeet the exclusion of the interest on the Bonds from gross income for
federal incone tax purposes, (viii) to make any meodification or change to the Indenture nceessary to
provide liquidity or credit support for the Bonds, including any modifications necessary to upgrade or
maintain the then applicable ratings on the Bonds or (ix) to permit the issuance of the Bonds in other than
book-entry-only form or to provide changes to or for the book-entry system.

Notwithstanding the foregoing, the Company, with the consent of the Trustee, may at any time
further seeure the Bonds by means of a letter of credit, other credit facility or other guarantec or collateral.

Exclusive of supplemental indentures for the purposes set forth in the preceding two paragraphs,
the consent of registered owners holding a majority in aggregate principal amount of all Bonds then
outstanding is required to approve any supplemental indenture, except no such supplemental indenture
may perinit, without the consent of all of the registercd owners of the Bonds then outstanding, (i) an
extension of the maturity of the principal of or the interest on any Bond issued under the Indenture or a
reduetion in the prineipal amount of any Bond or the rate of interest or time of redemption or redemption
premium thereon, (ii) a privilege or priority of any Bond or Bonds over any other Bond or Bonds, (iii) a
reduction in the aggregate principal amount of the Bonds required for consent to such supplemental
indenture or (iv) the deprivation of any registered owners of the lien of the Indenture.

If at any time the Issuer requests the Trustee to enter into any supplemental indenture requiring
the consent of the registered owners of the Bonds, the Trustee, upon being satisfactorily indemnified with
respect to expenses, must notify all such registered owners. Such notice must set forth the nature of the
proposed supplemental indenture and must state that copies thereot are on file at the designated offiee of
the Trustee for inspection. If, within sixty days (or such longer period as preseribed by the Issuer or the
Company) following the giving of such notice, the registercd owners holding the requisite amount of the
Bonds outstanding have consented to the execution thereof, no Bondholder will have any right to object
or question the execution thergof,

No supplemental indenture will become effective unless the Company consents to the execution
and delivery of such supplemental indenture. The Company will be deemed to have consented to the
execution and delivery of any supplemental indenture if the Trustee does not receive a notice of protest or
objeetion signed by the Company on or before 4:30 p.m., local time in the eity in which the designated
office of the Trustee is located, on the fifteenth day after the mailing to the Company of a notice of the
proposed changes and a copy of the proposed supplemental indenture.

Enforceability of Remedies

The remedies available to the Trustec, the Issuer and the owners upon an Event of Default under
the Loan Agreement, the Indenture or the First Mortgage Indenture are in many respeets dependent upon
judicial actions which are often subject to discretion and delay. Under existing constitutional and
statutory law and judicial decisions, the remedics speeified by the Loan Agreeinent, the Indenture and the
First Mortgage Indenture may not be readily available or may be limited. The various legal opinions to
be delivered concurrently with the delivery of the Bonds will be qualified as to the enforeeability of the
various legal instruments by limitations imposed by prineiples of equity, bankruptcy, reorganization,
insolveney, moratorium or other similar laws affecting the rights of creditors generally.
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Tax Treatment

In the opinion of Bond Counsel, under existing law, including currcnt statutes, regulations,
administrative rulings and official interptetations, subject to the qualifications and exceptions set forth
below, interest on the Bonds will be excluded from the gross income of the recipients thereof for federal
income tax purposcs, cxecpt that no opinion will be expressed regarding such exclusion from gross
incone with respect to any Bond during any period in which it is held by a “substantial uset” of the
Project or a “related person™ as such terms arc used in Scction 147(a) of the Code, Interest on the Bonds
will be an item of tax preference in determining alternative mininum taxable income for individuals and
corporations under the Code, It is Bond Counsel’s further opinion that, subject to the assumptions stated
in the preceding sentence, (i) interest on the Bonds will be exeluded from gross income of the owners
thereof for Kentucky income tax purposes and (ii) the Bonds will be exempt from all ad valorem taxcs in
Kentucky,

The opinion of Bond Counsel assumes and is conditioned on the payment and discharge of all of
the Prior Bonds on or before the 90th day following the date of issuance of the Bonds. The Company has
agreed (i) to apply all of the proceeds of the bonds to the payment and discharge of the Prior Bonds within
90 days following the date of issuance of the Bonds, (ii) to provide additional funds necessary, on or prior
to a day within 90 days following the date of issuance of the Bonds, to defecase and discharge the Prior
Bonds on such day and (iii) to give ircevocable instructions on the date of issuance of the Bonds to the
trustee in respect of the Prior Bonds directing the redemption of the Prior Bonds.

The opinion of Bond Counsel as to the excludability of interest from gross income for federal
income tax purposes will be based upon and will assume the accuracy of certain representations of facts
and circumstances, including with respect to the Project, which are within the knowledge of the Company
and compliance by the Company with certain covenants and undertakings set forth in the proceedings
authorizing the Bonds which are intended to assure that the Bonds are and will remain obligations the
interest on which is not includable in gross income of the recipients thereof under the law in effect on the
datc of such opinion, Bond Counsel will not independently verify the accuracy of the certifications and
representations made by the Company and the Issuer. On the date of the opinion and subscquent to the
original delivery of the Bonds, such representations of facts and circumstances must be accurate and such
covenants and undertakings must continue to be complied with in order that interest on the Bonds be and
remain excludable from gross income of the recipients thereof for federal income tax purposes under
existing law. Bond Counsel will express no opinion (i) regarding the exclusion of interest on any Bond
from gross income for federal income tax puposes on or after the date on which any change, including
any inferest rate conversion, permitted by the documents other than with the approval of Bond Counsel is
taken which adverscly affeets the tax treatment of the Bonds or (ii) as to the treatment for purposes of
federal income taxation of interest on the Bonds upon a Determination of Taxability.

The Code prescribes a munber of qualifications and conditions for the interest on state and local
government obligations to be and to remain excluded from gross income for federal income tax purposes,
some of which, including provisions for potential payments by the Issuer to the federal government,
require future or continued compliance after issuance of the Bonds in order for the interest to be and to
continue to be so excluded from the date of issuance. Noncompliance with certain of these requirements
by the Company or the Issuer with respect to the Bonds could cause the interest on the Bonds to be
included in gross income for federal income tax purposes and to be subject to federal income taxation
retroactively to the date of their issuance. The Company and the Issuer will cach covenant to take all
actions required of cach to assurc that the interest on the Bonds will be and remain excluded from gross
income for federal income tax purposes, and not to take any actions that would adversely affect that
cxclusion.
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The opinion of Bond Counsel as to the exclusion of interest on the Bonds from gross income for
federal income tax purposes and federal tax treatment of intcrest on the Bonds will be subject fo the
following exceptions and qualifications:

(@) The Code also provides for a “branch profits tax™ which subjects to tax, at a rate
of 30%, the effectively connccted earnings and profits of a forcign corporation which engages in
a United States trade or business. Interest on thc Bonds would be includable in the amount of
effectively connected earnings and profits and thus would increase the branch profits tax liability.

(L) The Code also provides that passive investment income, including inferest on the
Bonds, may be subject to taxation for any S corporation with Subchapter C earnings and profits at
the close of its taxable year if greater than 25% of its gross receipts is passive investment income.

Except as stated above, Bond Counscl will express no opinion as to any federal or Kentucky tax
consequences resulting from the receipt of interest on the Bonds.

Owners of the Bonds should be aware that the owncrship of the Bonds may result in collateral
federal income tax conscquences. For instance, the Code provides that property and casualty insurance
companies will be required to reduce their loss reserve deductions by 15% of the tax-exempt interest
received on certain obligations, such as the Bonds, acquired after August 7, 1986. (For purposcs of the
immediately preceding sentence, a portion of dividends paid to an affiliated insurance company may be
treated as tax-exempt interest.) The Code further provides for the disallowance of any deduction for
interest cxpenses incwred by banks and certain other financial institutions allocable to carrying certain
tax-exempt obligations, such as the Bonds, acquired after August 7, 1986. The Code also provides that,
with respect to taxpayers other than such financial institutions, such faxpayers will be unable to deduet
any portion of the interest expenscs incurred or continued to purchase or carry the Bonds. The Code also
provides, with respect to individuals, that interest on tax-cxempt obligations, including the Bonds, is
included in modified adjusted gross income for purposcs of determining the taxability of social sccurity
aud railroad retirement benefits. Furthermore, the earned income tax credit is not allowed for individuals
with an aggregate amount of disqualified income within the meaning of Section 32 of the Code, which
exceeds $2,200. Interest on the Bonds will be taken into account in the caleulation of disqualificd
income. Prospective purcbasers of the Bonds should consult their own tax advisors regarding such
matters and any other tax consequences of holding the Bonds.

From time to time, there are legislative proposals in Congress which, if enacted, could alter or
amend one or more of the federal fax maiters referred to above or could adversely affeet the market value
of the Bonds. It cannot be predicted whether or in what forim any such proposal might be cnacted or
whether, if enacted, it would apply to obligations (such as the Bonds) issued prior to enactment.

A draft of the opinion of Bond Counscl relating to the Bongs in substantially the form in which it
is expected to be delivered on the date of issuance of the Bonds is attached as Appendix B to this Official
Statement,

Legal Matters

Certain legal matters incident to the authorization, issuance and sale by the Issuer of the Bonds
arc subject to the approving opinion of Bond Counsel. Bond Counsel has in the past, and may in the
future, act as counsel to the Company with respeet to certain matters. Certain legal matters will be passed
upon for the Issuer by its County Attorncy. Certain legal matters will be passed upon for the Company by
Jones Day, Chicago, lllinois, and Gerald A. Reynolds, General Counsel, Chief Compliance Officer and
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Cotporate Secretary for the Company. Certain legal matters will be passed upon for the Underwriter by
its counsel, McGuireWoods LLP, Chicago, lllinois.

Underwriting

I.P. Morgan Scenrities LLC (the “Undcrwuiter”) has agtecd, subject to the terms of the bond
purchase agreement hetween the Issuer and the Underwriter, 1o purchasc the Bonds from the Issuer ai the
public offcring price set forth on the cover page of this Official Statement. The Underwriter s committed
to purchase all the Bonds if any Bonds are purchased. In conncetion with the undenwriting of the Bonds,
the Underwritcr will be paid by the Company a fee in thc amount of $312,500, which excludes
reimburseinent for certain reasonable out-of-pocket cxpenses.

The Underwriter may offer and sell the Bonds to cettain dealers and others at prices lower than
the public offering price set forth on the cover page of this Official Statement. After the Bonds are
released for sale to the public, the public offering price and other selling terms may fram time to time be
vatied by the Underwriter.

In connection with the ofiering of the Bonds, the Underwriticr may over-allot or effect
transactions that stabilize or maintain the market prices of such Bonds at Ievels above those that might
otherwise prevail in the open market, Such stabilizing, if commenced, may be discontinued at any time.

Pursnant to an Inducement Letter, the Company has agreed to indcmnify the Undenwriter and the
Issuer against certain civil Habilitics, including linbilities under the federal securitics Iaws, or contribute to
payments that the Underwriter or the Issucr may be required to make in respect thereof.

J.P. Morgan Securities LLC (or its affiliates), the Underwriter of the Bonds, serves as the auction
broker-clealer for the 2000 Bonds and owns a substantial portion of the 2000 Bonds that will be refunded
with the proceeds of the Bonds,

J.P. Morgan Secutities LLC and its affilinles together comyprise a full service financial institution
enpaged in various activities, which may include securities trading, conunercial and investment banking,
financial advisory, investment management, principal investment, hedging, financing and brokerage
activitics. Such activities may involve or relate to assets, securities and/or instruments of the Issuer and/or
the Company or its affiliates {whether directly, as collateral sceuring other obligations or otherwise)
and/or persons and cutitics with refationships with (or that are otherwise involved with transactions by)
the Issucr and/ar the Company. J.P. Morgan Securities LLC and its affiliates may have, from time fo time,
engaged, and may in the future cngage, in transactions with, and performed and may in the future
perfarm, various investment banking services for the Issuer and/or the Company for which they received
or will receive customary fees and expenses. Under ceitain circumstances, J.P. Morgan Seeurities LLC
and iis affiliates may have certain credifor and/or other rights against the [ssuer and/or the Company and
any affiliates thercof in connection with such transactions and/or services. In addition, J.P. Morgan
Sceurities LLC and its affiliatcs may currently have and may in the futurc have investment and
commercial banking, trust and other relationships with parties that inay relate to assets of, or be involved
in the issuance of sccurities and/or instruments by, the Issuer and/or the Company and any affiliates
thereof, I.P. Morgan Securities LL.C and its affiliates also may communicate independent investiment
recommendations, market advice or trading ideas and/or publish or express independent research views in
respect of such assets, sceurities or instruments and at any time may hold, or reconimend to clients that
they should acquire, long and/or shott positions in such assets, securitics and instruments,
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Continuing Disclosure

Because the Bonds will be special and limited obligations of the Issuer, the Issuer is not an
“obligated person” for purposes of Rule 15¢2-12 (the “Rule”) promulgated by the SEC under the
Exchange Act, and does not have any continuing obligations thercunder, Accordingly, the Issuer will not
provide any continuing disclosure information with respect to the Bonds or the Issuer.

In order to enable the Underwriter to comply with the requirements of the Rule, the Company
will covenant in a continuing disclosure undertaking agreement to be delivered to the Trustee for the
benefit of the bolders of the Bonds (the “Continuing Disclosure Agreement”) to provide certain
continuing disclosure for the benefit of the holders of the Bonds, Under its Continuing Disclosure
Agreement, the Company will covenant to take the following actions:

) The Company will provide to the Municipal Securities Rulemaking Board (“MSRB™) (in
clectronie format) (a) annual financial information of the type sct forth in Appendix A to this
Official Statement (including any information incorporated by reference in Appendix A) and (b)
audited financial statements prepared in accordance with penerally accepted accounting
principles, in each case not later than 120 days after the end of the Company’s fiscal year.

(ii) The Company will file in a timely manner not in excess of 10 business days after the
oceurrence of the event with the MSRB notice of the occurrence of any of the following events (if
applicable) with respeet to the Bonds: (a} principal and interest payment delinquencies; (b) non-
payment related defaults, if material; (¢) any unscheduled draws on debt scrvice reserves
teflecting financial difficulties; (d) unscheduled draws on credit enhancement facilities reflecting
financial difficultics; (e} substitution of eredit or liquidity providers, or their failure to perform;
(f) adversc tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed lssue (IRS Form 5701-TEB) or other material
notices or determinations with respect to the tax status of the Bonds, or other material events

- affecting the tax status of the Bonds; (g) modifications to rights of the holders of the Bonds, if
material; (h) the giving of notice of optional or unscheduled redemption of any Bonds, if matertal,
and tender offers; (i) defeasance of the Bonds or any portion thereof; (j) release, substitution, or
salc of property sceuring repayment of the Bonds, it inaterial; (k) rating changes; (1} bankruptey,
insolvency, receivership or similar event of the Company; (m) the consununation of a merger,
consolidation or acquisition involving the Company, or the sale of all or substantially all of the
assets of the Company, other than in the ordinary course of business, the entry into a definitive
agreement to undertake such an action or the termination of a definitive agreement relating to any
such actions, other than pursuant to its terms, if material; and (n) appointiment of a suecessor or
additional trustee or a change of name of a trustee, if material.

(iii)  The Company will file in a timely manner with the MSRB notice of a failure by the
Company to file any of the information referred to in paragraph (i) above by the due date.

The Company may amend its Continuing Disclosure Agreement (and the Tiustee shall agree to
any amendment so requested by the Conipany that does not change the dutics of the Trustee thereunder)
or waive any provision thereof, hut only with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the nature or status of the Company with respect to the Bonds
or the type of business conducted by the Company; provided that the undertaking, as amended or
following such waiver, would have complied with the requirements of the Rule on the date of issuance of
the Bonds, after taking into account any amendments to the Rule as well as any change in circumstances,
and the amendiment or waiver does not materially impair the interests of the holders of the Bonds to which
such undertaking relates, in the opinion of the Trustce or counsel cxpert in federal sceurities laws
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acceptable to both the Company and the Trustee, or is approved by the Beneficial Owners of a majority in
aggregate principal amount of the outsianding Bonds. The Company acknowledges that its undertakings
pursuant to the Rule described under this heading arc intended to be for the benefit of the holders of the
Bonds and shall be enforecable by the holders of those Bonds ot by the Trustee on behalf of such holders,
Any breach by the Company of these undertakings pursuant to the Rule will not constitute an event of
default under the Indenture, the Loan Apreement or the Bonds,

The Company is a party to continuing disclosure agreements with respect to nine series of
pollution confrol bonds. The MSRB’s Electronic Municipal Market Access (“EMMA™) website reflects
that, within the past five years, for two series of such bonds, the Company’s 2011 annuval financial
statcments wese tiinely posted, but to outdated CUSIP numbers. The 2011 annual finoncial statements
were re-posted ta the correct CUSIF numbers for those scries in May 2012, With respect ta both series of
bonds, the Company also failed to file on the MSRI3*s EMMA. website in a timely manner a notice of the
Company’s failore to file such 2011 financial statements in accordance with the applicable eontinuing
disclosure agreements. The Company has subsequently made all of these corrective filings. The
Company’s 2011 annual financial statements had been filed with the SEC on February 28, 2012, The
Company has had, and continues to have, procedures in place in crder fo make material event notices and
financial statement filings on an ongoing basis.

42



This Official Statcment has been doly approved, cxecuted and delivered by the County
Judge/Executive of the Issuer, on behalf of the Isseer. However, the Issuer has not and does hot assyme
any responsibility as to the aceuracy ot completeness of any of the information in this Official Statement
except for information furnished by the Issuer under the heading *“The Issuer.”

COUNTY OF TRIMBLE, KENTUCKY

By: _/s/ Tervy L. Powelt
County Judge/Excentive
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APPENDIX A
THE COMPANY

Louisville Gas and Electric Company (the “Company™), incorporated in Kentucky in 1913, is a
regulated public utility engaged in the gencration, transmission, distribution and sale of electric energy
and the storage, distribution and sale of natural gas. As of December 31, 2015, the Company provides
electric service to approximately 403,000 customers in Louisville and adjacent arcas in Kentucky,
covering approximately 700 square miles in nine counties and provides natural gas scrvice to
approximately 322,000 customers in its clectric service area and eight additional counties in Kentucky.
The Company’s coal-fired electric gencrating stations, all equipped with systems to reduce sulphur
dioxide emissions, producc most of the Company’s electricity, The remainder is generated by a natural
gas combined cyclc combustion turbine, a hydroelectric powcr plant and natural gas and oil fueled
combustion turbines. Underground natural gas storage fields help the Company provide economical and
rcliable natural gas service to customers.

The Company is a wholly-owncd subsidiary of LG&E and KU Energy LLC and an indircct
wholly-owned subsidiary of PPL Corporation. The Company’s affiliate, Kentucky Utilities Company
("KU™), is a rcgulated public utility engaged in the gencration, transmission, distribution and sale of
electric energy in Kentucky, Virginia and Tennessee. The Company’s obligations under thc Loan
Agreement are solely its own, and not those of any of its affiliates. None of KU, PPL Corporation or the
Company’s other affiliates will be obligated to make any payment on the Loan Agreement or the Bonds.

The Company’s executive offices arc located at 220 West Main Street, Louisville, Kentucky
40202, telephonc: (502) 627-2000.

The information above concerning the Company is only a summary and does not purport to be
compichensive. Additional information regarding the Company, including audited financial statements,
is available in thc documents listed under the heading “Documcnts Incorporated by Refercnee,” which
documents are incorporated by refercnee herein,



Selected Financinl Data
(Dollnrs in millions)

Six
Six Months Months Year
Ended Ended Ended Yenr Ended  Year Ended
June 30, June30, December December 31, December 31,
2016 2015 31,2015 2014 2013
Operating revenues S 709 % 770 $ 1,444 $ 1,533 § 1,410
Operating incoine $ 195 § 171 $ 362 § 324 % 293
Net income b3 9 3 43 £ 185 $§ 169 % 163
Total asscts™ $ 6,157 § 5,721 $ 6,068 $ 5634 § 4,923
Loag-term debt
ublipations
(includifig amounts
due witlin ong year)
o $ 642§ 1,36 § 1,642 $ 135 § 1345
Ratio of carnixgs to
fixed charges? 5.2 6.1 5.9 6.3 8.1

Capitalization:

Junc 30, 2016 % of Capitalization

Long-term debt and notes

payabie $ 1,752 42%

Common equity 2,412 5§%

Total capitalization $§ 4,164 100%

O Bffective December 31, 2015, LG&E retrospeetively adopted accounting guidance to simplify the

presentation of debt issuance costs. The guidance requires certain debt issuance costs to be presented
on the balance sheet as a direet deduction from the carrying amount of the associated debt liability.
As a result, all periods reported in the December 31, 2015 Form 10-K reflected the retrospective
adoption of this guidance. Amounts reported in the table ahove for June 30, 2015 and Decembey 31,
2013, also reflect retrospective reclassifications from other noncurrent assets to long-term debt of §7
million and $8 million, respectively.
Additionally, effective October 1, 2015, LG&E retrospeefively adopted accounting guidance fo
simplify the presentation of deferred taxes which requires that deferred tax assets and deferred tax
liabilities be classified as noncurrent on the balance sheet. As a result, all periods reported in the
Deecmber 31, 2015 Form 10-I reflected the retrospective adoption of this guidance. Amounts
feported in the table above for Junc 30, 2015 and Deceinber 31, 2013, also reflect refrospective
reclassifications from other current assets to noncurrent deferred tax Habilities of $17 million and $3
million, respectively.

2}

For purposes of this ratio, “Barnings” consisi of earnings (as dcfined below) from continuing
operations plus fixed chasges. Fixed charges consist of ail intcrest on indebtedness, amertization of
debt discount and expense and the poriion of rental cxpense that represenis an impuoted intercst
component, Eamings from continuing operations consist of income before taxcs and the mark-to-
market impact of derivative instruments,



The selected financial data presented above for the three fiscal years ended Decemnber 31, 2015,
and as of December 31 for cach of those years, have been derived from the Company’s audited financial
statcments. The selected financial data presented above for the six months ended June 30, 2016 and 2015
have been derived From the Company’s unaudited financial statements for the six months ended Junc 30,
2016 and 2015. The Campany’s audited financial statcments for the three fiscal years ended Dccember
31, 2015, and as of December 31 for cach of those years, are included in the Company’s Form 10-K for
the year ended Deceniber 31, 2015 incorporated by reference bergin. The Company’s unandited financial
statements for the six months ended June 30, 2016 are included in the Company’s Form 10-Q for the
quartter ended June 30, 2016 incorporated by referonce herein. “liem 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations™ in the Company’s Form 10-K for the year
cnded December 31, 2015 and “Ttem 2. Management’s Discussion and Analysis of Financial Condition
and Results of Operations” in the Company’s Form 10-Q for the quarter ended June 30, 2016, as well as
the Combined Notes to Financial Statements as of Decomber 31, 2015, 2014 and 2013 and the Combined
Notes to Condensed Financial Statements (Unaudited) as of June 30, 2016 and December 31, 2015 and
for the six-month periods ended June 30, 2016 and 2015, should be read in conjunction with the above
information, ¥rnst & Young LLP audited the Company’s financial statements for the three fiscal years
ended December 31, 2015,

Risk Factors

Investing in the Honds involves risk. Please see the risk factors in the Company’s Annual Report
on Form 10-K for the year ended December 31, 2015, which is incorporated by reference in this
Appendix A. Before making an investment decision, you should carefully consider these risks as well as
the other information contained or incorporated by reference in this Appendix A. Risks and uncertainties
not presently known to the Company or that the Company currently deewus immaterial may also finpair its
business operations, its financial resufis and the value of the Bonds.

Available Information
The Company is subject to the information requirements of the Securitics Exchange Act of 1934,
as amended, and, accordingly, filcs reports and other information with the Securities and Exchange
Commission (the “SEC”). Sueh reports and other information on file can be inspected and copied at the
public reference facilitics of the SEC, currently at 100 F Strect, N.E., Room 1580, Washington, D.C.
20549; or from the SEC’s Web Site (hitp://iwww.sce.gov). Please call the SEC at [-800-SEC-0330 for
further infonnation an the publie reference roon.

Docuncnts Incorporated by Reference

The following documents, as filed by the Company with the SEC, are incorporated herein by
reference:

1. Form 10-K Annual Report of the Company tor the year ended December 31, 2015;

2. Form 10-Q Quarterly Reports of thic Company for the quarters ended March 31, 2016 and
June 30, 2016; and

3. Form 8-K. Current Reports filed with the SEC on January 12, 2016, February 3, 2016, and
June 17, 2016,

All documents filed by the Company with the SEC pursuant to Scction 13(a), 13(c), 14 or 15(d)
of the Sceurities Exchange Act of 1934 subsequent to the date of this Official Stateinent and prior to the
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termination of the offering of the Bonds shall be deemed to be incorporated by reference in this Appendix
and to be made a part hereof from their respective dates of filing. Any statement contained in a document

“incorporated or deemed to be incorporated by reference in this Official Statement shall be deemed to be
modified or superseded for purposes of this Official Statement to the extent that a statement contained in
this Official Statement or in any other subsequently filed document which also is or is deemed to be
incorporated by reference in this Official Stateinent modifies or supersedes such statement. Any
statement so nodified or superseded shall not be deemed, except as so modified or superseded, to
constitute a part of this Official Statement.

The Company hereby undertakes to provide without charge to each person (including any
beneficial owner) to whom a copy of this Official Statcment has heen delivered, on the written or
oral request of any such person, a copy of any or all of the documents rcferred to above which have
been or may be incorporated in this Official Statement by reference, other than ecrtain exitibits to
such documents, Requests for such copics should be directed to Treasurer, Louisville Gas and
Electric Company, 220 West Main Strect, Louisville, Kentucky 40202, telephone: (502) 627-2000.
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APPENDIX B
(FORM OF OPINION OF BOND COUNSEL)

., 2016

Re: 8125,000,000 County of Trimble, Kentueky, Pollution Corttrol Revenue Refunding Bonds,
2016 Scrics A (Louisville Gas and Elcetric Company Project)

We hereby certify that we have examined certified copies of the procesdings of record of the
County of Trimble, Kentucky (the “County”), acting by and through its Fiscal Coun as its duly
authorized governing body, prcliminary fo and in connection with the issuance by the County of ils
Pollntion Control Revenue Refunding Bomds, 2016 Series A (Louisville Gas and Eleetric Company
Projcet), dated their date of issuance, in the agpregate principal amount of $125,000,000 (the “2016
Scries A Bonds™). The 2016 Series A Bonds are issued under the proyisions of Sections 103.200 fo
103,285, inclusive, of the Kentucky Revised Statutes {the “Act”), for the purpose of providing funds
which will be used, with other funds provided by Louisville Gas and Electric Company (the “Company™)
for the current refunding of (1) $83,335,000 aggrepgate principal amount of the County’s Pollution Conirol
Revenue Bonds, 2000 Sevies A (Louisville Gas and Electric Company Project), dated August 9, 2000 (the
“Refunded 2000 Series A Bonds™), and (ii) $41,665,000 aggregate pringipal amount of the Couuty’s
Pollution Control Revenue Bonds, 2002 Series A (Louisville Gas and Electric Company Project), dated
October 23, 2002 (the "Refunded 2002 Scrles A Bonds”, and collectively witl the Refunded 2000 Scries
A Bonds, the “Refunded Bonds”), which wese issued for the purpose of currently refunding a portion of
the costs of construction of air and water poliution control facilities serving certain electric generating
units of the Company located in Trimble County, Kentucky (the *“Project™), as provided by the Act.

The 2016 Serics A Bonds maiure an Septemnber 1, 2044 and bear interest initially at the Weekly
Rate, as defined in the Indenture, hereinafter described, subject to change as provided in sueh Indenture,
The 2016 Scries A Bonds will be subject to optional and mandatory redemption prior to miaturity at the
times, in the manncr, and upon the terms set forth in the 2016 Series A Bonds. From such exainination of
the proceedings of the Fiscal Court of the County referred fo ahove and froin an examination of the Act,
we fare of the opinion that the County is duly authorized and empowered to issue the 2016 Serics A Bonds
under the faws of the Commonwealth of Kentucky now in force.

We have cxamined an executed counterpart of a cerain Loan Apreemeni, dated as of
September 1, 2016 (the “l.oan Agreement”), hy and between the County and the Conpany and a
certified copy of fhe proceedings of record of the Fiscal Court of the County preliminary to and in
gonnection with the execution and delivery of the Loan Agreement, pursuant to which the County has
agreed to issue the 2016 Series A Bonds and to lend the proceeds thereof to the Company (o provide
funds to pay and discharge, with other funds provided by the Company, the Refunded Bonds, The
Company has agreed to make loan payinents fo the Trustee at times and in amounts fully adequate to pay
mafuring prineipal of, interest on, and redemption premium, if any, on the 2016 Scries A Bonds as same
become duie and payable. rom such examinafion, we are of the opinion that such proceedings of the
Fiscal Cowt of the County show lawful authority for the exccution and delivery of the L.oan Agreement;
that the Loan Agreement has been duly anthorized, executed, and defivered by the County; and that the
Loan Agreement is a legal, valid, and binding obligation of thie County, enforeceable in accordance witly its
ternis, subject to the qualification that the enforcement thereof may be limited by laws relating to
bankruptey, insolvency, or other similar laws affecting creditors’ rights gencrally, including equitable
provisions where equitable remedics are sought.
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We have also examined an ¢xecuted counterpart of a certain Indenture of Trust, dated as of
September 1, 2016 (the “Indenture”), by and between the County and 1.8, Bank National Association,
as trusiee (the “Trustee™), sceuring the 2016 Series A Bonds and sefting forth the covenants and
undertakings of the County in connection with the 2016 Series A Bonds and a certified copy of the
proceedings of record of the Fiscal Court of the County preliminary to and in connection with the
execution and delivery of the Indenture. Pursuant fo the Indenture, certain of the Couniy’s rights under the
Loan Agreement, including the right to receive payments thereunder, and all moneys and securities held
by the Trustec in accordance with the Indenture (except moneys and securitics in the Rebate Fund created
thereby) have been assigned to the Trustee, as security for the holders of the 2016 Series A Bonds. From
such examination, we are of the opinion that such proceedings of the Fiscal Court of the County show
lawful authority for the execution and delivery of the Indenturce; that the Indenture has been duly
authorized, executed, and delivered by the County: and that the Indenture 1s a legal, valid, and binding
obligation upon the parties thereto according to its ferns, subject 1o the qualification that the enforcement
thereof may he limited by laws relating to bankruptcy, insolvency, or other similar laws affecting
ercditors’ rights generally, including equitable provisions where equitable remedies are sought.

In onr opinion the 2016 Scries A Bonds have been validly authorized, executed, and issued in
accordance with the laws of the Commonwealth of Kentucky now in full force and cffeet, and constitute
legal, valid, and binding special and Limited obligations of the County entitled to the benefit of the
security provided by the Indenture and enforceable in accordance with their terms, subject to the
qualification that the enforeement thereof may be limited by laws relating to banktuptcy, insolveney, or
other similar laws affecting ereditors’ rights generally, including cquitable provisions where equitahle
remedies are sought, The 2016 Scries A Bonds are payable by the County solely and only from payments
and other amounts derived from the Loan Agreement and as provided in the Indenture.

In our opinion, under existing laws, including current statutes, regulations, administrative rulings,
and official interpretations by the Internal Revenue Service, subject to the exceptions and gualifications
contained in the succceding paragraphs, (i) intercst on the 2016 Series A Bonds is excluded from the
gross inconse of the recipients thereof for federal income tax purposcs, except that no opinien is expresscd
regarding such exclusion fiom gross income with respect to any 2016 Scrics A Bond during any period in
which it is held by a “substantial user” of the Project or a “related person,” ag sueh terins are used in
Scction 147(a) of the Internal Revenue Code of 1986, as amended (the “Code™); and (ii) interest on the
2016 Series A Bonds is a separate item of tax preference in detcrmining altcmative minimum taxable
income for individuals and corporations under the Code. In arriving at this opinion, we have relied upon
representations, factual statements, and certifications of the Company with respeet to cerain material
facts which are solely within the Company’s knowlcdge in reaching our conclusion, among other things,
that all of the proceeds of the Refunded 2002 Serics C Bonds were used to refinance air and watcr
pollution control facilitics gualified for financing under Seetion 103(b){4)(F) of the lnternal Revenuc
Code of 1954, as amended, and Section 1312(a) of the Tax Reform Act of 1986. Further, in arriving at the
opinion set forth in this paragraph as to the exclusion fiom gross income of interest on the 2016 Series A
Bonds, we have assunied and this opinion is conditioned on, the accuracy of and continuing ¢ompliance
by the Company and the County with representations and covenants set forth in the Loan Agreement and
the Indenture which are intended to assure compliance with certain tax-exempt interest provisions of the
Code. Such representations and covenants must be accurate and must be complied with after the jssuance
of the 2016 Series A Bonds in order that interest an the 2016 Series A Bonds be excluded fiom gross
income for federal income tax purposes. Failure io comply with certain of such representations and
covenants in respect of the 2016 Scrics A Bonds after the issuance of the 2016 Series A Bonds could
capsc the interest thereon to be included in gross income for federal income tax purposes retroactively to
the datc of issvance of the 2016 Serics A Bonds. We express no opinion (i) regarding the exclusion of
interest on any 2016 Series A Bond fron: gross income for federal income tax purposes on or after the
date on which any change, including any intercst rate conversion, permitted by the documents (other than



with approval of this firm) is taken which adversely affects the tax treatment of the 2016 Series A Bonds;
or (ii} as to the freatment for purposes of federal income taxation of interest on the 2016 Series A Bonds
upon a Determination of Taxability. We arc further of the opinion that interest on the 2016 Serics A
Bonds is excluded from gross income of the recipients thereof for Kentucky income tax purposes and that
the 2016 Scrics A Bonds arc exempt from ad valorem taxation by the Commonwealth of Kentucky and all
political subdivisions thereof.

Our opinion as to the exclusion of intcrest on the 2016 Scries A Bonds from gross incomne for
federal income tax purposes and federal tax treatment of interest on the 2016 Series A Bonds is further
subjcet to the following exceptions and qualifications:

(a) The Code provides for a “branch profits tax” which subjects to tax, at a rate of 30%, the
etfectively connected earnings and profits of a foreign corporation which engages in a United States trade
or business. Inferest on the 2016 Series A Bonds would be includable in the amount of cffectively
connected earnings and profits and thus would increase the branch profits tax liability.

{b) The Code also provides that passive investment income, including interest on the 2016
Series A Bonds, may be subjcet to taxation for any S corporation with Subchapter C carnings and profits
at the close of its taxahle year if greater than 25% of its gross receipts is passive investment income,

Except as stated above, we express no opinion as to any federal or Kentucky tax consequences
resulting from the receipt of intercst on the 2016 Series A Bonds,

Holders of the 2016 Series A Bonds should be awarc that the ownership of the 2016 Scrics A
Bonds may result in collateral federal income tax consequences. For instance, the Code provides that, for
taxable years beginning after December 31, 1986, property and casualty insurance companies will be
required to reduce their loss reserve deductions by 15% of the tax-exempt interest received on certain
obligations, such as the 2016 Serics A Bonds, acquired after August 7, 1986. (For purposes of the
iminediately preceding sentence, a portion of dividends paid to an affiliated insurance company may be
treated as tax-exempt interest.) The Code further provides for the disallowance of any deduction for
intcrest expenses incurred by banks and certain other financial institutions allocable to carrying certain
tax-exempt obligations, such as the 2016 Series A Bonds, acquired after August 7, 1986. The Code also
provides that, with respect to taxpayers other than such financial institutions, such taxpayers will be
unable to deduct any portion of the intercst cxpenses incurred or continued to purchase or carry the 2016
Scrics A Bonds. The Code also provides, with respect to individuals, that interest on tax-exempt
obligations, including the 2016 Series A Bonds, is included in modified adjusted gross income for
purposes of determining the taxability of social security and railroad retirement benefits. Furthermore, the
carned income credit is not allowed for individuals with an aggregate amount of disqualified income
within the meaning of Scetion 32 of the Code, which exceeds $2,200. Interest on the 2016 Series A Bonds
will be taken into account in the caleulation of disqualified income.

We have received opinions of Gerald A. Reynolds, General Counsel, Chicef Compliance Officer,
and Corporate Scerctary of the Company and Jones Day, Chicago, Illinois, counset to the Company, of
even date herewith. In rendering this opinion, we have relied upon said opinions with respect to the
matters therein. We have also received an opinion of even date herewith of Hon, Crystal L. Heinz, County
Attorney of Trimble County, Kentucky, and relied upon said opinion with respect to the matters therein,
The opinions are in forms satisfactory to us as to both scope and content,

We express no opinion as to the title to, the description of, or the existence or priority of any
licns, charges, or cncumbrances on the Project.



In rendering the foregoing opinions, we are passing upon only those matters specifically set forth
in such opinions and are not passing upon the investment quality of the 2016 Series A Bonds or the
acouracy or completeness of any slatements made in connection with any offer or sale thereof. The
opinions herein are expressed as of the date hereof and we assume no obligation to suppleinent or update
such opinions to reflect any facts or circutnstances that may hereafter come to our atiention or any
changes in law that may hereafter occur,

We are members of the Bar of the Commomvealth of Kentucky and do not purport to be experts
on the laws of any jurisdiction other than the Commonwealth of Kentucky and the United States of
America, and we gxpress no opinion as fo the laws of any jarisdiction other then those specified.

Respectfully submitted,

STOLL KEENON OGDEN PLLC
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